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For  Reference 
Do  Not  Take 
From  the  Library 


Every  person  who  maliciously 
cuts,  defaces,  breaks  or  injures 
any  book,  map,  chart,  picture, 
engraving,  statue,  coin,  model, 
apparatus,  or  other  work  of  lit- 
erature, art,  mechanics  or  ob- 
ject of  curiosity,  deposited  in 
any  public  library,  gallery, 
museum  or  collection  is  guilty 
of  a  misdemeanor. 

Penal  Code  of  California 
1915.  Section  623 


WHAT   TIME   WOULD  YOU 


LIKE    TO   LOSE  YOUR 


Hyatt  Hotels  and  Resorts  encompasses  hotels  and  resorts  managed,  rranchrsed.  or  leased  by_two  separate-  group's  of  companies- Hyatt  Corporation  and  its  affiliates  and  affiliates  of  Hyatt  International  Corporation.  2001 


WE  KNOW  GOLF.  Twenty-seven  of  our  own  world-class  courses,  or  the 
best  place  nearby  to  torture  yourself  eighteen  times  over.  Wherever 
you  go,  we'll  help  you  schedule  your  demise.  Real  golfers  wouldn't 
stay  anywhere  else.  To  join  them,  call  Hyatt  or  your  travel  planner. 
1  800  233  1234  or  hyatt.com.  FEEL  THE  HYATT  TOUCH? 


JDEDWARDS' 


BECOME 

ARCHITECT 

OF 

FREEDOM. 

The  writing's  on  the  wall.  Collaboration  is  the  key  to  profitability  in  the  New  Economy.  Enterprises  must 
share  information  and  processes  with  the  outside  world.  It's  time  to  harness  the  power  of  your  partners,  vendors, 
customers  and  employees  to  boost  efficiencies,  build  value  and  achieve  competitive  advantage.  But  to  truly 
collaborate,  you  need  freedom  of  choice.  That's  what  we  offer  at  ).D.  Edwards.  We  provide  the  only  enterprise-wide 
foundation  that  gives  you  the  freedom  to  choose  the  best  solutions.  So  you  can  run  with  any  idea.  Connect  with 
any  business  partner.  Plug  in  any  application.  And  transform  enterprise  software  from  a  constraining  liability  into 
a  liberating  asset.  Isn't  freedom  amazing?  To  collaborate  and  thrive,  visit  www.jdedwards.com/freedom. 


THE   FREEDOM  TO   CHOOSE.   THE   POWER   TO   SHA  R  E" 


Financial  Services  •  GMAC  Business  Credit  •  GMAC  Commercial  Credit  •  GMAC  Commercial  Mortgage  •  GMAC  Global  Re  k 


ike  it  in  Imagine  a  company  with  the  financial 

ey  to  fund        power  of  $184  billion  to  help  you  do  it  all. 


GMAC  Financial  Service: 


GMAC  is  a  Wholly  Owned  Subsidiary  of  General  Motors? 

www.gmacfs.com 


It's  natural  to  want  to  be  rewarded. 

Loyalty  should  be  rewarded.  So  if  you're  a  frequent  flyer  member  of  one  of  our  airlines,  you  can  earn 
and  redeem  miles  on  the  other  seven.  After  all,  oneworld'"  revolves  around  you. 


AmericanAirftnes        AerLingus^fc  British  airways  IS  Cathay  pacific 

Finn n in  WL  /<B£MAi  l^Cj-mle  LjCMHTTMS 


Eligible  fares  onty.  Subject  to  the  terms  and  conditions  of  each  member  airline's  program  American  Airlines  AAdvantage*  and  British  Airways  ExecutK/e  Club  members  can  earn  or  redeem  miles,  and  earn  tier  status  credit,  onl 
eligible  flights  except  on  each  other's  routes  between  Europe  and  the  Americas  Each  oneworld  member  amine  reserves  the  right  to  change  its  frequent  flyer  program  rules,  reoulations  travel  awards  and  special  offers  and  to  efl 
its  frequent  flyer  prograr-  Iri  accordance  with  the  relevant  frequent  flyer  program  rules  oneworld  benete  are  onty  available  to  passengers  on  scheduled  flights  that  are  both  operated  and  marketed  by  a  oneworld  member  airltl 
(marketed  means  there  must  be  a  onewortd  member  airline  flight  number  on  your  ticket)  AAdvantage  :s  a  registered  trademark  of  Amencan  Amines  Inc  Aer  Unqus,  American  Airlines  British  Airways  Cathay  Pacific.  Rnnair,  Iberfl 
LanChile  and  Qantas  are  all  trademarks  of  their  respective  companies  .  1 
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precision." 
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dn't  a  whole  barrel  of  Tennessee  Whiskey  make  a  great  gift  to  a  good  friend  or  customer?  If  you  agree,  call  us  at  1-888-551-5225. 


DLKS  LIKE  JACK  DANIEL'S  SINGLE  BARREL 

I  MUCH  WE'VE  DECIDED  TO  MAKE  IT  AVAILABLE  BY  THE  BARREL. 


;  :h  barrel  of  Jack  Daniel's  Single  Barrel  is  hand-selected  during  aging  by  our  head  distiller 
rareness  and  taste.  Just  one  of  our  white  oak  barrels  yields  approximately  240  bottles 
our  newest  Tennessee  Whiskey.  So,  no  matter  how  big  a  drinker  you  are, 
vill  definitely  hold  you  awhile.  Of  course,  getting  one  of  these  400-pound 
rels  into  your  hometown  will  take  some  doing.  But  if  you're  interested, 
:  write  our  head  distiller  here,  Jimmy  Bedford.  He'll  even  put  your  name 
the  barrel  if  you'd  like. 

JACK    DANIEL'S   SINGLE  BARREL 

Your  friends  at  Jack  Daniel's  remind  you  to  drink  responsibly . 

Tennessee  Whiskey  •  47%  alcohol  by  volume  (94  proof)  •  Distilled  and  Bottled  by 
Jack  Daniel  Distillery,  Lem  Motlow,  Proprietor,  Route  1,  Lynchburg  (Pop.  361),  Tennessee  37352  •  www.jdsinglebarrel.com 
Placed  in  the  National  Register  of  Historic  Places  by  the  United  Stares  Government. 
JACK  DANIEL'S  and  OLD  NO.  7  are  registered  trademarks  of  Jack  Daniel's.  ©2001. 


www.TheNewQ.com/RearViewMohitor 

Shift  into  reverse  and  an  in-dash  color  video  monitor  displays  what  lies 
beyond  the  bumper.  A  rare  case  of  progress,  moving  backwards?  . 
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Detailed  quotes  and  financial 
information  for  thousands  of 
stocks  and  mutual  funds. 

News  Scans 

Our  editors  direct  you  to  the 
day's  most  important  stories 
and  the  Web's  most  useful  sites. 

Mobile  Edition 

Get  Synched!  Access 
Forbes. corn's  news  and  news- 
letters via  a  Palm- 
compatible  hand- 
held, Windows  CE 
device  or  Sprint  q§| 
PCS  phone.  i 
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Lifestyle 

Collecting 

Taking  Ansel  Adams  Seriously. 

Critics  snub  Ansel  Adams,  but 
smart  collectors  don't. 


Travel 

Shotgun  School.  Learn  to  shoot 
from  Holland  &  Holland,  one  of 
the  top  gunmakers  in  the  U.K. 
Vehicles 

Vintage  Car  Lover  s  Heaven. 

The  ten  best  cars  from  the 
2001  Pebble  Beach  Concours. 


Big  controversy  over  tiny  cells. 


Biotech 

Stem  Cell  Shares 

Matthew  Herper 

In  early  August 
President  Bush 
finally  made  his 
decision  on  federally 
funded  stem  cell  re- 
search, and  it  was  a 
Solomonic  one.  In 
essence,  medical  re- 
searchers will  have 
access  to  gobs  of 
government  money 
as  long  as  they  don't 
destroy  any  more 
embryos,  restricting 
themselves  to  exist- 
ing stem  cell  lines. 
For  businesses  working  with  the  cells,  this  is  good  news. 
Companies  rarely  qualify  for  federal  funding  themselves, 
but  they  stand  to  profit  from  advances  in  academia. 

Menlo  Park,  Calif.-based  Geron  Corp.  is  the  early 
leader  in  embryonic  stem  cell  research  and  holds  key 
patents.  Also  worth  watching  is  BioTransplant  Inc.  of 
Charlestown,  Mass.  BioTransplant  says  its  technology  ac- 
climates the  human  immune  system  to  accept  foreign  cells, 
which  will  be  crucial  for  any  stem-cell-based  treatment 
originating  from  foreign  tissue.  Our  investor's  guide  to 
stem  cells  is  available  at  www.forbes.com/stem. 

Free  Trade 

Teamster  Roadblock 

Davide  Dukcevich 

Even  if  they  are  owned  and  operated  by  U.S.  firms, 
Mexican  trucks  are  barred  from  driving  on  U.S.  roads  be- 
cause of  pressure  from  the  Teamsters  union.  This  rule  slows 
down  Mexican  cargo  shipped  to  the  U.S.  and  raises  shipping 
costs.  The  Teamsters  argue  they  are  concerned  about 
safety.  Read  the  full  story  at  www.forbes.com/trucks. 
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No  Longer  in  Land  of  Oz 
The  value  of  your  house  keeps 
going  up  and  up  and  up.  Time 
to  panic?  Complete  FORBES 
magazine  available  online. 

The  Last  Urban  Places 
Golf  courses  or  low-income 
housing?  From  San  Francisco's 
Presidio  to  New  York's  Gover- 
nors Island,  Forbes.com  chron- 
icles the  battle  over  the  last 
bits  of  undeveloped  city  land. 

Forbes  Global 

Serious  Money 

Social  Security  reformers 

should  look  to  Norway, 

an  aging  nation  of  4.5  million 

people  and  a  $70  billion 

Petroleum  Fund, 

for  a  blueprint. 

Moscow's  Cable  Guy 
Septuagenarian  American 
entrepreneur  Fred  Baker  says 
that  success  in 
Russia  entails 
a  lot  more  than 
merely  sniffing 
out  opportunity.    Fred  Baker. 
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IF  WE  DIDN'T  GIVE  YOU 

A  BED  THIS  COMFORTABLE, 

HOW  WOULD  WE  SLEEP  AT  NIGHT? 


SIDE  LINES 


Motorcycles  and  Medicine 


APRIL  2000:  A  SMALL  PROPELLER  AIRPLANE  CIRCLES  A 
weed-strewn  landing  strip  in  Binga,  Zimbabwe.  On  it 
are  Barry  and  Andrea  Coleman,  who  left  careers,  re- 
spectively, in  journalism  and  sports  management,  to  run  a 
charity  called  Riders  for  Health.  Also  on  the  plane:  Laury 
Minard,  founding  editor  of  FORBES  GLOBAL,  sister  maga- 
zine to  this  one.  He  is  curious  about  the  Colemans'  organi- 
zation, which  uses  motorcycles  to  distribute  medicine  in 
rural  Africa. 

The  sound  of  the  plane  alerts  the  Binga  District  Hospi- 
tal to  send  an  ambulance  to  pick  up  the  visitors  for  a  meet- 
ing with  environmental  health  technicians.  These  are  the 
workers  who  take  vaccines,  tuberculosis  pills  and  lessons 


about  mosquito  netting  out  into  the  countryside.  If  they 
can't  get  a  motor  vehicle,  they  go  on  foot.  They  are  the  clos- 
est thing  to  a  doctor  that  many  villagers  will  ever  see. 

Laury  had  peppered  the  Colemans  with  questions 
about  their  12-year-old  organization.  How  did  they  come 
up  with  the  idea  that  the  answer  to  Africa's  health  problems 
is  motorcycles?  "When  we  landed  in  Binga  he  stopped  ask- 
ing questions,"  Andrea  Coleman  remembers.  "He  said,  'I 
see  what  you  are  saying.'" 

What  he  saw  was  a  hospital  with  hundreds  of  patients 
tended  by  a  single  doctor.  The  waiting  room  was  a  grove  of 
trees  nearby.  Families  waited,  sometimes  for  days,  after  hav- 
ing come  for  miles  on  foot,  hoping  for  a  vaccine  or  the 
medicine  to  cure  a  sick  child.  Taking  a  bus  was  not  an  op- 
tion. There  are  few  buses  that  work  in  this  part  of  Africa, 
near  the  Zambezi  River,  and  scarcely  anything  that  could  be 


called  a  road.  Just  potholed  dirt  paths  through  the  bush. 

Laury  heard  moving  stories  from  the  roving  health  c; 
workers.  He  vowed  to  do  a  story  someday  on  Riders : 
Health.  He  hadn't  done  that  story  when  he  died  suddenl 
few  weeks  ago. 

I  and  Laury's  other  colleagues  were  devastated  by  t 
news.  (If  you  haven't  already,  read  Steve  Forbes'  column 
page  31.)  But  what  about  that  story  on  Riders?  I  can't  g 
you  the  detail  that  Laury  could  have,  but  after  talking  to  1 
Colemans  I  have  some  notion  of  what  he  found  intrigui 
about  this  oddball  charity. 

The  big  money  in  Third  World  medicine — from  the  lil 
of  Bill  Gates  and  the  World  Health  Organization — is  goi 
for  vaccines  and  AIDS  medicir 
and  so  on.  But  a  vaccine  is  no  go 
if  it  spoils  before  you  can  get  it 
the  child.  Some  of  the  aid  program 
include  money  for  vehicles.  But 
too  often,  say  the  Colemans,  the 
vehicles  just  stop  working  afte 
few  thousand  miles.  Their  id< 
Train  the  medics  not  just  in  pi 
ventive  medicine  but  in  vehii 
maintenance.  In  the  U.S.,  a  1 
hangs  on  an  artificial  heart;  in  Zi) 
babwe,  on  an  air  filter.  The  Co 
mans'  operation,  which  works  p 
marily  in  Congo,  Zimbabwe  a: 
Nigeria,  maintains  a  fleet  of  4 
motorcycles  and  a  large  collecti 
of  repair  parts. 

Why  motorcycles?  These  122 
Yamaha  dirt  bikes  have  some  a 
vantages.  Unlike  Land  Rovers,  th 
are  not  particularly  tempting  to  kleptocrats  and  so  are  r. 
diverted  out  of  the  medical  program.  The  bikes  sip  gi 
They  are  better  than  four-wheeled  vehicles  at  navigati 
potholes. 

The  Colemans'  London-based  operation  is  still  a  ti 
one,  with  revenue  this  year  likely  to  be  in  the  neighborhoi 
of  $2  million.  They  expect  that  a  tenth  of  that  will  come 
to  the  U.S.  affiliate,  which  got  federal  tax-exempt  status  ti 
lier  this  year.  Its  address:  Riders  for  Health  II,  c/o  Brown 
Sturm,  260  East  Jefferson  St.,  Rockville,  Md.  20850. 


EDITOl 


Health  technician  in  Binga. 
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THE  VISITORS  FROM  A  PARALLEL  UNIVERSE  HAD  KNOWLEDGE.  BUT  NOT  LIKE  THIS. 

LOTUS  for  KNOWLEDGE  MANAGEMENT 

Log  Entry,  Day  21:  People  here  can  leverage  intellectual  capital!  They  use  "knowledge  management" 
software  to  catalog  employee  expertise,  so  that  others  may  locate  and  capitalize  on  it.  Collaboration  is  also 
facilitated.  Thus,  companies  here  save  valuable  time  getting  to  market.  See  demo:  lotus.com/visitkm  today. 
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More  Hedge  Clippings 

What  can  you  expect  from  a 
business  publication  that  finds 
an  excuse  to  place  a  navel-bar- 
ing pop  star  on  its  newsstand 
cover?  Not  an  in-depth,  accu- 
rate look  at  the  growing  hedge 
fund  industry  ("The  $500  Bil- 
lion Hedge  Fund  Folly,"  Aug. 
6,  p.  70).  And  certainly  not  a 
factual  portrayal  of  a  woman-owned  business  with  a  respected  reputatiol 
among  both  investors  and  fund  managers. 

The  industry  may  have  growing  pains,  but  it  is  clear  by  both  the  sophisti 
cation  of  its  investors  and  the  high  quality  of  most  managers  that  this  secto 
is  adding  investment  value  to  the  marketplace.  It  will  survive  the  slings  o 
FORBES'  slanted  reporting.  As  for  my  company's  "Roundtable  Forum,"  your  re 
porter  spent  the  day  speaking  with  institutional  investors  and  money  manger 
and  sitting  in  on  detailed  individual  presentations  and  discussions.  Yet  all  thai 
made  print  was  my  looks,  the  end-of-day  reception  and  our  fees.  As  man 
others  have  pointed  out,  FORBES  has  its  own  special  way  of  separating  the  guy 
from  the  gals.  Too  bad  it  doesn't  entail  solid,  thorough  journalism. 

JANE  AMANDA  HALSE1 
President,  Roundtable  Forun 
New  York,  N.Y 

In  "The  $500  Billion  Hedge  Fund  Folly"  FORBES  portrayed  hedge  funds  as  ba<> 
investments.  I  invest  in  a  hedge  fund  that  has  beaten  the  S&P  handily  since  in 
ception — with  less  risk  to  boot.  You  are  correct  that  it's  hard  to  find  this  typ 
of  genius  on  your  own.  That  is  why  I  rely  on  a  trusted  financial  adviser  witt 
over  20  years  of  experience.  Perhaps  Ms.  Streisand  should  call  him? 

WILLIE  CANTl 
San  Antonio,  Tex 

Our  experience  managing  a  fund  of  hedge  funds  for  ten  years  has  taught  us  tha 
taking  a  few  precautions  can  help  an  investor  avoid  nearly  all  of  the  pain  de 
scribed  in  your  recent  article:  Invest  only  in  those  funds  wherein  the  portfolic 
manager  is  holding  most  of  his  own  net  worth;  contact  the  fund's  auditor  be 
fore  investing  (most  scammers  don't  have  them);  withdraw  your  investmeni 
immediately  if  audits  are  delayed  in  the  future.  Smart  managers — property 
motivated — can  deliver  good  results  even  after  fees.  Note  that  a  lower-cosl 
hedge  fund  alternative  is  becoming  increasingly  available  through  SEC-regulatec 
hedged  mutual  funds. 

JOEL  S.  EDSTROM 
President,  Wescap  Management  Group 
Glendale,  Calif. 
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Pricing  Problem 

"Chemical  Reaction"  (Aug.  6,  p.  46) 
unfairly  and  inaccurately  portrays  my 
company.  The  primary  reason  that 
the  chemical  industry,  including  our 
company,  is  facing  economic  chal- 
lenges is  the  unprecedented  high  cost 
of  natural  gas  and  crude  oil.  Yet  that 


fact  was  excluded  from  the  story. 

During  every  conversation  wi 
FORBES,  Huntsman  representath 
explained  in  great  detail  the  problei 
that  the  cost  of  natural  gas  is  causi 
the  chemical  industry.  Even  if  y< 
hadn't  heard  it  from  us,  a  minimu 
amount  of  research  would  ha 
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the  ultra  long-range  global  express?  for  more  information  on  the  right 

|et.  from  the  right  company.  visit  wwwflexjet.com.  or  call  1-800flexjet. 
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shown  that  natural  gas  and  oil  cc 
have  squeezed  chemical  industry  nj 
gins  to  historical  lows.  In  fact  th 
costs  pushed  the  industry  into  a  trj 
deficit  in  January,  its  first  mont 
deficit  in  70  years.  But  again,  the  art 
made  no  mention  of  the  industr 
plight  or  of  high  energy  costs,  instt 
leaving  the  clear  impression  that  c 
management  and  our  acquisition  sti 
egy  are  to  blame  for  Huntsman  Cor 
current  financial  situation. 

During  the  past  three  years,  Hur 
man's  multiple  acquisitions  have  adc 
both  geographic  and  product  divers 
Today  its  portfolio  of  international 
sets,  when  combined,  have  weathe 
the  economic  storm  more  effectiv 
than  virtually  any  of  our  competitor 
JON  M.  HUNTSM 
Chairman,  Huntsman  Co 
Salt  Lake  City,  U\ 

Pay  for  the  Park?  Not! 

Your  article  attacking  [national  park] 
opponents  as  granola-eating,  Birk« 
stock- wearing  socialist  backpackers  \ 
ridiculous  ("Pay  to  Play,"  July  23,  p. 
I  do  not  wear  Birkenstocks  or  eat  grand 
I  am  not  a  socialist,  and  I  haven't  bai 
packed  in  20  years.  But  I  do  hike  and  t 
photographs  and  watch  birds  and  wild 
on  public  land.  And  I'm  damned  if  1 
going  to  pay  anyone — bureaucrat,  cai 
talist  or  otherwise — to  do  so.  So  I  doi 
I  park  alongside  public  highways — pa 
ing  lots  and  flush  toilets  and  gate  att« 
dants  be  damned.  I  pay  taxes  like  anyc 
else  who  isn't  rich,  and  I  expect  my  pi 
lie  lands — including  trails — to  be  pre 
erly  maintained  by  my  taxes. 

ANN  TATTERSA 
Eugene,  0 

Mechanical  Error 

In  "United  Comes  Untied"  (July 
p.  60)  we  incorrectly  stated  that  Unit 
had  44,000  airplane  mechanics.  It  ad 
ally  has  16,000.  The  larger  number  i 
eludes  other  union  employees. 
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Send  e-mail  to  readers@forbes.com  or  visit 
www.forbes.com/letters.  Letters  will  be  edited. 
Please  include  address  and  phone  number. 
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Simplified. 


NuVision's  comprehensive  solutions  provide  videoconferencing  systems, 
networking,  support  and  integration  for  companies  of  any  size.  NuVision  assures 
you  the  most  efficient  and  cost-effective  solution  for  your  communications  needs. 

With  superior  products,  unrivaled  services,  and  the  technical  expertise  to 
bring  it  all  together,  NuVision  will  meet  all  of  your  needs,  all  over  the  world. 

NuVision  is  videoconferencing,  simplified. 


888-308-7595     www.nuvisiontech.com  contactus@nuvisiontech.com 


With  a  market  capitalization  of  $18  trillion,  it's  where  you'll  find  the  most| 
valuable  companies  on  earth. 


Leaders  from  all  industries  and  premier  brands  from  around  the  globe. 

The  center  for  the  world's  economy,  where  more  than  $50  billion  is  traded 
everyday.  A  market  that  runs  flawlessly  thanks  to  the  most  advanced  and 
reliable  trading  technology  anywhere. 

Introducing  Network  NYSE,  a  series  of  products  that  provide  investors 
with  more  market  information  and  order  execution  choices  than  any  other. 

Access  a  3-D  virtual  trading  floor  through  NYSE  MarkeTrac'M  @  nyse.com 
and  view  trading  information  never  before  available/Through  your  broker, 
point  and  click  on  NYSE  Direct+IM  as  your  electronic  connection  to  the  market. 

Investors  and  companies  alike  come  to  one  place  to  access  the  world. 
Right  here,  right  now. 

Welcome  to  today's  New  York  Stock  Exchange. 

Welcome  to  the  gateuuii 
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FDITFD  BY  WILLIAM  P  BARR 


informer@forbes.com 


Running  hard  to  catch  up: 
Steve  Wynn. 


an  errant  notary  public  can  cause  problems 
innocent  citizens  of  the  state,"  Johnson  wr 
in  setting  disciplinary  rules  for  the  obscure  p 
fession.  No  evidence  yet  of  any  billion-dc 
frauds  or  mass  murders  by  notaries. — W.i 

New  Kind  of  Singapore  Slin 

►  In  1998  much-touted  "foreign  talent"  m 
agers  took  control  of  DBS  Group,  Singapo 
largest  bank  (assets,  $63  billion).  But  now 
bank  has  just  paid  $1.1  million  and  apologi 
to  rival  bankers  its  consultants  accused,  i 
leaked  memo,  of  nepotism  and  stockhol 
abuse.  Amid  DBS  shareholder  outrage  over 
payment — plus  reported  inquiries  from  r 
ulators — DBS  brass  now  has  another  lo 
nickname:  "fallen  talent." — Monica  Showc 


Not  Our  Art  Crowd 

►Heirs  of  old  money  former  Forbes  400  member  John  L  Locb, 
who  died  in  1996  at  age  94  worth  $200  million,  say  a  $7  million 
value  put  on  Matisse's  "Odalisque  au  magnolia"  is  $2  million 
high.  In  a  U.S.  Tax  Court  filing,  they  claim  the  feds  wrongly 
made  their  estate-tax  estimate  using  inflated  art  prices  later 
paid  by  new  money  gambling  czar  Steve  Wynn — ex-Forbes 
400ite — as  part  of  his  "frenzied  corporate  acquisition  program" 
for  a  Las  Vegas  casino.  He  was  not,  the  New  York  Loebs  sniffed, 
an  art  patron  collecting  "over  a  lifetime."  No  word  from  Wynn, 
who's  not  in  the  case.  — Janet  Novack 

But  What  About  Bad  Notaries  on  Drugs? 

►Amid  his  high-profile  national  crusade  to  decriminalize  drug 
use,  Republican  New  Mexico  Governor  Gary  Johnson  has  found 
a  new  cause  back  home:  policing  notaries  public.  "The  product  of 


They  Didn't  Attend  Harvard  for  Nothing 

►  Some  Harvard  Club  of  Mew  York  members  are  upset  o 
approved  plans  to  erect  a  $25  million,  eight-story  sleek  gl 
addition  adjoining  the  historic  1894  McKim,  Mead  &  WT 
building  on  44th  Street.  They  want  a  more  Cantabrigian,  i 
covered  look.  By  circulating  a  petition,  these  tradition-mine 
members  are  forcing  a  clubwide  special  meeting.     — W.J 

Another  Reason  for  the  Empire's  Declin 

►"Not  for  release,  publication  or  distribution  into  the  Uni 
States."  So  warned  the  stern  legend  atop  a  recent  press  rele 
that  Sportingbet.com,  a  publicly  owned  bookmaker  based  in  Ei 
land,  issued  concerning  its  acquisition  of  rival  SportsBook,  He 
ever,  the  statement,  which  moved  originally  over  the  Lond 
Stock  Exchange's  Regulatory  News  Service,  is  read  easily  online 
trie  former  colonies  over  several  Web  sites.  Among  them:  c 
maintained  by  the  exchange  itself.  — J.N.  and  W.F 


No,  Officer,  These  Are  Lobsters  From  Maine 


Drugs  and  illegal  aliens  aren't  the  only  things  smuggled  into  the  U.S.  Here  are  some  recent  criminal  cases  involving  alleged  secre 
importation  of  goods  that  are  legal  somewhere  else  in  the  world  but  restricted  here. 


LEAD  DEFENDANT 

WHERE 

ITEM 

STATUS 

Ken  Lee  Lam 

Los  Angeles,  Calif. 

Chinese  textiles 

sentenced  to  41  months 

Petros  Leventis 

Tampa,  Fla. 

coral 

sentenced  to  18  months 

Robert  Blandford 

Mobile,  Ala. 

Honduran  lobsters 

sentenced  to  8  /ears 

Cesar  Olvera 

San  Antonio,  Tex. 

iguana  and  sea  turtle  skins 

sentenced  to  probation 

Nicole  G.  Schmitt 

Fort  Lauderdale,  Fla. 

luxury  cars  failing  safety  rules 

under  indictment 

Miguel  Castillo 

San  Diego,  Calif. 

Mexican-made  pharmaceuticals 

sentenced  to  2  years 

Hossein  Lolavar 

Baltimore,  Md 

protected  Russian  caviar 

sentenced  to  41  months 

Barry  Himes 

Bridgeport,  Conn. 

Freon 

under  indictment 

Peter  H.  Heib1  icm 

San  Francisco,  Calif. 

rare  orchids 

under  indictment 

Keng  Liang  Wo  i 

San  Francisco,  Calif. 

Komodo  dragons 

sentenced  to  71  months  1 

Jail  bait  in  America 
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INTEGRATION  WORLD, 
YOU  CAN  BE  THE  HERO. 


ive  us  a  call  at  1.888.323. 1 71 7,  from  other  countries 
206.217.7100  or  visit  www.wrq.com/ads/herofbs,  and 
we'll  send  you  a  free  CD  we  call  our  Technology 
-ansition  Toolkit.  It's  a  great  way  to  start  outfitting  your 
company  with  solutions  for  your  toughest 
integration  needs  and  host  access  from  any  desktop. 


WRQ  makes  complex  legacy  systems  work  with  the  latest 
Internet  technologies.  Call  it  integration.  Call  it  breaking 
down  barriers  between  host  information  and  the  employees, 
customers  and  business  partners  who  need  it.  Either  way, 
you  get  the  most  out  of  your  existing  IT  investments  and 
transform  your  company  for  the  next  economy.  It's  WRQ 
to  the  rescue  and  you're  the  hero.  Ask  us,  or  ask  AT&T, 
Cisco,  or  Raytheon  Missile  Systems  —  they  already  have 
their  heroes. 
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EJLLJ.JD  W  -  T  HJLQ  UGH 


EDITED  BY  SUSAN  ADA 


WHEN  GM  CHIEF  RICHARD  WAGONER 
promised  to  bring  in  fresh  blood  after 
taking  over  in  June  of  2000,  he  wasn't 
kidding.  His  latest  outside  hire,  an- 
nounced in  August:  legendary  car  guy 
Robert  Lutz  as  vice  chairman  and  prod- 
uct development  czar.  Lutz  helped  turn 


Chrysler  around  dur- 
ing its  1990s  brush 
with  death.  Wagoner 
wants  him  to  turn 
GM's  boring  roster  of 
cars  and  trucks  into 
"something  people 
want  to  buy,  instead 
of  something  people 
are  willing  to  buy,"  as 
Lutz  says.  In  Decem- 
ber Wagoner  hired 
another  heavyweight 
as  chief  financial 
officer,  John  Devine, 
who  held  the  same 
spot  at  Ford.  A  poten- 
tial casualty:  North 
America  President 
Ronald  Zarrella, 
likely  to  be  overshad- 
owed by  Lutz  and 
Devine. 

— Robyn  Meredith 


OCTOBER  16, 2000 

It  Beats  a  Tie 

TYCO  INTERNATIONAL  CHIEF  DENNIS 
Kozlowski  is  ahead  of  schedule  in  his 
brash  quest  to  triple  his  conglomerate's 
size  to  $100  billion  (revenues)  by  his 


60th  birthday  in  2006.  Kozlowski's  la 
acquisition:  Sensormatic  Electron 
maker  of  antitheft  tags  used  in  cloth 
stores,  which  Kozlowski  bought  in  i 
gust  for  $2.3  billion.  That's  on  top  of 
$18  billion  Tyco  is  spending  this  yeai 
expand  its  disparate  lines  of  busin 
Despite  the  focus  on  deals,  Kozlow 
managed  to  hike  earnings  per  share 
26%  so  far  this  year.     — Scott  Woo 

MAY  14,  2001 


Spy  Story 


IN  LATE  JULY  AVANT  COFOUNL 
Stephen  Wuu  was  led  off  in  handcuff: 
the  most  bizarre  criminal  trade-sec 
case  in  Silicon  Valley  drew  to  a  clc 
After  claiming  ignorance  of  intellect 
property  rights,  the  software  exec  \i 
sentenced  to  two  years  in  state  prison  a 
fined  $2.7  million  for  stealing  sou) 
code  from  archrival  Cadence  Design  S 
terns.  Five  other  current  and  form 
Avant  executives  and  engineers  were 
with  fines,  probation  or  jail  time.  Avj 
says  it  needs  until  January  to  pay  the 
maining  $55  million  of  the  $195  mill 
in  restitution  it  owed  Cadence.  Since  i 
story  Avant's  stock  has  dropped  in  h 
to  a  recent  $7.  Avant  still  faces  civil  clai 
from  Cadence.  — Elisa  Willia 


FLASHBACKS 


00  YEARS  AGO  IN  FORBES/AUGUST  20,  1921 

A  Few  Good  Men  As  J.C.  Penney  sits  back  in  his  chair 

and  unfolds  the  great  secret  of  his  business,  how  a  fifty-million-dollar  busi- 
ness was  built  on  the  doctrine  of  helping  the  other  fellow,  it  is  almost  like  an 
unbelievable  romance.  "We  lay  the  emphasis  on  man-building,  for  we  feel 
that  money  is  merely  a  by-product,  and  that,  if  we 
get  the  right  kind  of  men  and  develop  them  prop- 
erly, we  will  be  assured  of  the  financial  return.  We 
have  generally  found  that  the  young  men  coming 
from  the  small  towns  of  the  middle  west  make  the 
best  all-around  men  in  our  organization.  They  have 
not  been  spoiled  by  the  big  cities  and  for  the  most 
part  know  how  to  live  within  their  means." 

45  YEARS  AGO  IN  FORBES/JULY  15,  1956 

Paper  Princess  The  studio  audience 

attending  CBS-TV's  I've  Got  a  Secret  one  night  last 
month  gawked,  gasped,  then  burst  into  applause.  The 


strapless,  full-skirted  jaunty  dress  worn  by  actress  Janet  Blair  was  made  enti 
out  of  paper— or  a  kind  of  paper  fabric  developed  by  Kimberly-Clark  Corp.  It 
flame-resistant  and  had  wet  strength  properties,  explained  guest  Blair.  A  K 
berly-Clark  spokesman  said  the  paper  company  has  already  put  its  K-2,000  f 
ric  to  such  practical  industrial  use  as  disposable  dungarees  for  workers  in  ata 
energy  work.  Paper  clothing  for  consumers,  he  indicated,  is  a  bit  further 
but  "by  1957  we'll  be  set." 

Kimberly-Clark  never  made  paper  clothing  for  consumers,  thoug 
continues  to  make  disposable  garments  for  workers,  inclua 
surgical  gowns. 

25  YEARS  AGO  IN  FORBES/JULY  15,  1976 

Cdn  She  Type?  Scandalous  sex  by  congressmen 
fortunately  doesn't  come  close  to  matching  their  scandalous  fis 
conduct.  Public  citizens  are  equally  entitled  to  private  lives— if  ti 
don't  put  'em  on  the  public  payroll.  —Malcolm  S.  For 

In  September  1976  Representative  Wayne  Hays  (D-Ohio)  resigi 
after  Elizabeth  Ray  accused  Hays  of  giving  her  a  committee  joi 
exchange  for  sex. 
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nent  and  insurance  solutions  to  help  you  navigate  the  ups  and  downs.  Including 
ted  asset  managers.  Have  a  good  ride.  You  can't  predict.  You  can  prepare': 

Income  Insurance-Long  Term  Care  Insurance-Annuilies-Trust  Services«Fcr  our  nearest  office,  contact  massmutual.com 

Mutuai  subsidiary,  member  SIPC,  and  OppenheimerFunds  Distributor,  Inc.  Trust  services  are  offered  through  The  MassMutual  Trust  Company,  FSB. 


MassMutual 
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ACT  AND  COMMENT 


By  Steve  Forbes,  editor-in-chief 
'With  all  thy  getting  get  understanding' 


GOOD  MAN  TOO  EARLY  GONE 


vVRENCE  (LAURY)  MINARD,  FOUNDING  EDITOR  OF  FORBES 
OBAL,  died  Aug.  2  at  the  age  of  51.  He  was  climbing  Mount 
inier  with  his  younger  daughter  when  he  suddenly  had 
>uble  breathing.  Minutes  later,  he  was  dead.  The  news 
inned  us.  He  had  gotten  a  thumbs-up  at  a  physical  just  a 
v  days  before,  and  his  mood  was  happy,  upbeat. 
From  the  time  he  came  here  in  1974,  Laury  stood  out.  He 
s  a  superb  reporter — ever-curious,  adventurous,  probing 

d,  essential  to  journalistic  success,  extraordinarily  ener- 
:ic.  He  was  blessed  with  a  first- 
e  intellect  tempered  with  down- 
earth  common  sense.  He  had 
;h  standards  as  an  editor  and 
s  an  outstanding  mentor  to 
merous  young  journalists  here. 
Although  not  a  national  figure, 

ury  had  a  remarkable  impact  in 
aping  the  world  in  which  we 

e.  Now-famed  economist,  the 
e  Friedrich  von  Hayek,  won  the 
obel  Prize  for  Economics  in 
74.  But  it  was  a  brilliant  story- 
m-interview  that  Laury  conducted  with  Hayek  in  1979  for 
that  played  a  critical  role  in  popularizing  the  man's  free- 
irket  ideas.  Another  example:  Almost  everyone  today  is 
rare  of  the  phrase  of  another  Austrian-born  economist, 
;eph  Schumpeter:  "creative  destruction,"  which  describes 
t  process  in  a  capitalist  economy  whereby  new  technology 
d  new  companies  messily  supplant  the  old.  Nearly  20  years 
o  Laury  realized  that  1983  would  mark  the  centennial  birth  - 
y  of  not  only  the  towering  John  Maynard  Keynes  but  also 
e  obscure  Joseph  Schumpeter.  The  result  was  FORBES' 
mmissioning  Peter  Drucker  to  write  about  these  two  extra- 
dinary  men.  The  landmark  cover  story  started  the  process 
bringing  Schumpeter  out  of  the  shadows.  The  socialist,  sta- 
t  tendencies  of  the  20th  century  were  on  the  defensive. 

Laury  studied  economics,  but  he  never  allowed  the  num- 
rs-laden  discipline  to  cramp  his  vision  or  to  obscure  the 
:t  that  economics  is  about  real,  breathing  people.  He  knew 
e  discipline's  strengths  and  shortcomings;  he  knew  there 
is  more  to  business  and  to  progress  than  inputs  and  out- 
lts  and  material  motivations.  He  recognized  the  importance 

the  intangibles  of  the  human  spirit.  Thus  it  was  not  sur- 
ising  when  he  suggested  a  few  months  ago  that  we  try  to 
t — and  we  did — British  historian  and  artist  Paul  Johnson 
write  periodic  columns  for  FORBES  and  FORBES  GLOBAL. 


Shortly  after  Laury  came  on  board,  he  and  another  icon- 
oclastic writer,  David  Warsh,  teamed  up  to  produce  an 
award-winning  piece  on  inflation.  While  inflation  has  re- 
ceded, their  insights  hold  true  today — principally  that  taxes 
and  regulations  are  embedded  in  the  prices  of  the  products 
and  services  we  buy.  Laury  came  upon  this  now- widespread 
understanding  while  watching  an  old  Clark  Gable  movie. 
Gable  was  the  leader  of  a  gang  in  the  Old  West.  When  the 
town's  merchants  asked  how  they  could  find  the  additional 

money  demanded  by  this  band  of 
extortionists,  Gable  said,  "Tell  'em 
to  put  up  the  price  of  beans!" 

Laury  was  always  willing  to 
operate  well  outside  the  comfort 
zone  when  pursuing  a  story.  Hard 
as  it  may  be  to  believe  today,  in 
1980  our  State  Department  and 
other  Mideast  observers  were 
peddling  the  line  that  Iraq's  new 
strongman,  Saddam  Hussein,  was 
in  reality  a  moderate  with  whom 
Western  politicians  and  business 
people  could  deal.  Laury  was  skeptical,  and  he  went  to  Iraq  to 
find  out  the  truth.  The  result  was  a  cover  story  labeling  Sad- 
dam as  nothing  more  than  a  brutal  thug.  Shortly  thereafter 
Saddam  shocked  his  erstwhile  boosters  by  starting  a  war  with 
Iran.  If  policymakers  had  read  and  taken  to  heart  Laury's 
story,  untold  grief  and  bloodshed  could  have  been  avoided. 

Laury  was  the  perfect  person  to  head  up  our  new  inter- 
national edition,  FORBES  GLOBAL,  which  we  formally 
launched  in  1998.  He  was  at  heart  an  entrepreneur  who  sa- 
vored daunting  challenges.  He  knew  his  beat  well,  having 
served  enthusiastically  as  chief  of  our  Europe  and  our  West 
Coast  and  Asia  bureaus. 

He  was  well  aware  of  the  foibles,  as  well  as  the  glories,  of 
journalism.  One  of  his  favorite  books  was  Evelyn  Waugh's 
Scoop,  which  is  about  a  nature  columnist  who,  in  a  case  of 
mistaken  identity,  is  sent  to  cover  a  war  in  Africa. 

Personally,  Laury  Minard  was  great  fun  to  be  with.  His 
conversation  invariably  sparkled  with  insightful  questions 
and  observations.  At  a  time  when  the  world  is  descending 
into  recession,  when  fabulous  new  technologies  are  emerg- 
ing and  when  the  spirit  of  capitalism  is  under  renewed  as- 
sault, we  are  going  to  miss  not  only  a  warm  friend  but  also 
an  individual  whose  sense  of  discovery  and  sound  judgment 
are  sorely  needed. 
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COMMENT 


SAVING  NEW  LIFE-FOR  NOW 


PRESIDENT  BUSH  RIGHTLY  BARRED  THE  DESTRUCTION  OF 
new  embryos  for  stem  cell  research. 

Science  has  long  established  that  human  life  begins  with 
the  embryo,  the  first  stage  in  the  development  of  a  human 
being.  We  go  from  embryo  to  fetus  to  infant  to  child  to 
teenager  to  adult.  That  is  scientific  fact.  Advocates  of  embry- 
onic stem  cell  research  go  through  verbal  contortions  to  avoid 
acknowledging  that  to  improve  the  quality  of  human  life  they 
favor  destroying  human  life.  Most  Americans  would  react 
with  horror  at  the  idea  of  killing  children  or  adults  to  get  hold 
of  their  body  parts.  So  why  should  a  human  at  the  very  start 
of  life  be  less  protected  by  law  than  one  at  a  later  stage? 

Incredibly,  the  media  have  paid  scant  attention  to  the  extra- 
ordinary advances  being  made  widi  stem  cells  gained  from  adults 


or  other  nonembryo  sources.  The  biggest  source  of  human  st 
cells  is  the  umbilical  cord,  discarded  after  birth.  Stem  cells 
tained  from  bone  marrow  have  already  saved  thousands  of  lr 
Breakthroughs  in  nonembryo  stem  cell  research  have  the  pot 
tial  to  alleviate  stroke  symptoms,  block  HIV  growth,  regener 
liver  tissue,  renew  heart  muscle  cells,  and  more.  Taiwanese  s 
geons,  for  instance,  have  restored  vision  to  patients  suffering 
vere  eye  damage  using  stem  cells  from  the  patients'  own  eyes. 

By  contrast,  the  "benefits"  of  embryonic  stem  cells  are  sh 
speculation.  In  fact,  one  recent  experiment  involving  patie 
with  Parkinson's  disease  severely  harmed  many  of  those  peop 

Private  research  money  has  gone  overwhelmingly  to  nc 
embryo  stem  cell  research,  which  is  one  reason  embryo 
searchers  want  to  get  their  hands  on  federal  funds. 


UNINDICTED  ANTAGONIST 


THE  BUSH  ADMINISTRATION  RECENTLY  ANNOUNCED  THAT  IT 
is  seeking  quotas  on  foreign  steel  imports,  arguing  that  for- 
eign producers  are  selling  their  steel  below  real  costs. 

Quotas,  long  term,  won't  save  steel  industry  jobs,  which 
have  been  declining  for  decades  as  productivity  has  risen.  More- 
over, quotas  will  impose  higher  prices  on  steel- using  industries, 
which  employ  40  times  as  many  people  as  do  U.S.  steel  mills. 

But  the  real  villain  here  is  not  price-cutting  importers  but 
the  Federal  Reserve-induced  deflation  the  Fed  inadvertendy 
began  nearly  four  years  ago.  Despite  rate  cuts,  the  Fed  still 


isn't  pumping  enough  liquidity  into  our  economy.  Tha 
why  commodity  prices,  including  steel,  have  been  in  the  c 
lar  since  the  late  1990s.  The  Dow  Jones-AIG  Commodl 
Index  has  slumped  more  than  40%  since  the  Fed  deflatii 
began,  and  steel — down  40% — has  been  no  exception.  Af 
all,  before  the  deflation  hit,  U.S.  steel  mills  were  doing  rati 
well.  In  1998  most  steel  companies  were  profitable;  shj 
ments  were  about  the  highest  they'd  been  in  20  years. 

Steelers'  ire  should  be  directed  at  the  misbegotten  policies 
Alan  Greenspan  &  Co.  rather  than  at  their  foreign  competitc 


CALLING  ALL  SNAILS 


NEW  JERSEY  WAS  SLOW  TO  ADOPT 
E-ZPass,  the  electronic  system  that  allows 
motorists  to  avoid  stopping  when  paying 
tolls.  To  compound  that  sluggish  re- 
sponse, authorities  decreed  that  mo- 
torists couldn't  go  faster  than  5mph 
when  going  through  E-ZPass  toll  lanes. 
In  August  the  speed  was  raised  to  a  still- 
sluggish  15mph.  If  drivers  exceed  this 
speed  limit,  they  can  have  their  E-ZPasses 
suspended  for  months.  The  low  speed 
supposedly  prevents  accidents,  yet  it  was 


At  this  speed,  why  not  mandate  horse  and  buggies? 


arrived  at  with  no  scientific  studies 
support  it  If  anything,  having  motor 
suddenly  slow  down  increases  the  chai 
of  rear-end  collisions.  Experience  sugge 
a  25-to-30mph  speed  limit  would  wo 
just  fine,  which  leads  to  another  obvic 
question:  Why  can't  the  tortoise-brair 
authorities  in  New  Jersey  do  what  otl 
states  have  done  and  install  high-spc 
toll  lanes?  It's  enough  to  make  you  fan 
size  about  Tony  Soprano  becoming 
Garden  State's  transportation  czar. 


RESTAURANTS:  GO,  CC  ,  STOP 

Here  is  the  distilled  wisdom  of  brothers  Bob,  Kip  and  Tim,  and  other  FORBES  eatery  experts 
Tom  Jones,  Patrick  Cooke  and  Monie  Begley. 

®  Fleur  de  Sel— 5  East  20th  St.  (Tel.:  460-9100).  Consistendy  su-  sea  scallops  with  chamomile  vinaigrette.  Desserts  are  a  delig 

perb  French  fare.  First  try  the  Parmesan  napoleon  with  fresh  •  Triomphe- Iroquois  Hotel,  49  West  44th  St  (Tel.:  840-3080,1 

sardines  and  buckwheat  salad,  yellowfin  tuna  tartare  with  happy  surprise.  Roasted  chicken  with  asparagus  and  pencil  sc 

lemon  gelee  and  baby  arugula,  or  lobster  salad  with  lemongrass  lions  is  fabulous;  tuna  with  wasabi  soy  and  the  Triomphe  bur 

vinaigrette.  For  main  courses  try  the  crispy  poussin  in  a  foie  are  also  first-rate.  A  great  way  to  finish  off  the  meal:  toas 

gras  sauce  with  fresh  corn  and  wild  mushrooms  or  the  roasted  shortcake  with  peaches  or  chocolate  mousse  with  ladyfingersi 
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Biotechnology 
researchers  call  it 
'golden"  rice. 

For  the  color. 
For  the  opportunity. 

"  When  mothers  and  their  children  eat 
an  adequate  amount  of  vitamin  A  in 
a  daily  meal,  it  could  help  alleviate 
more  suffering  and  illness  than  any 
single  medicine  has  done.  " 

The  excitement  expressed  by  plant 
biologist  Charles  Arntzen  reflects  the 
golden  opportunity  that  many  see  in  a 
new  strain  of  rice  being  developed  with 
biotechnology.  "Golden"  rice  contains 
increased  amounts  of  beta-carotene,  a 
source  of  vitamin  A.  Because  rice  is  a  crop 
eaten  by  almost  half  the  world,  golden 
rice  could  help  relieve  a  global  vitamin  A 
deficiency  that  now  causes  blindness  and 
infection  in  millions  oi  the  world's  children. 

Discoveries  in  biotechnology,  from 
medicine  to  agriculture,  are  helping 
doctors  treat  our  sick,  farmers  protect  our 
crops -and  could  help  mothers  nourish 
our  children,  and  keep  them  healthier. 
To  learn  more  about  biotechnology  and 
agriculture,  visit  our  Web  site  or  call  us. 

Council  For 
Biotechnology 
Information 


good  ideas  are  growing 

1-800-980-8660 
www.whybiotech.com 


OTHER  COMMENTS 


The  only  freedom  which  deserves  the  name  is  that  of  pursuing  our  own  good 
in  our  own  way,  so  long  as  we  do  not  attempt  to  deprive  others  of  theirs, 
or  impede  their  efforts  to  obtain  it. 

—JOHN  STUART  MILL 


Who  Wins?  The  higher  domestic  prices  caused  by  the 
[steel  import]  quotas  will  impose  a  stealth  tax  on  millions  of 
American  families  who  buy  steel-containing  products  such  as 
cars,  light  trucks,  appliances  and  new  homes.  Studies  estimate 
steel  quotas  will  cost  American  consumers  at  least  $732,000  per 
steel  job  "saved."  Steel  quotas  will  damage  a  large  swath  of 
American  industry  far  more  economically  important  than  steel. 

Like  higher  energy  prices,  quotas  will  raise  the  price  of  a 
key  industrial  input,  pushing  the  economy  closer  to  recession. 
The  Administration  has  just  given  the  European  Union,  Japan 
and  Brazil  another  reason  to  say  no  to  more  open  markets. 

—DANIEL  T.  GRISWOLD,  Cato  Institute, 
St.  Louis  Post-Dispatch 

Hard  Sell  We  are  on  the  verge  of  astounding  human  appli- 
cations using  adult  stem  cells.  Indeed,  adult  stem  cells  drawn 
from  bone  marrow  have  already  saved  the  lives  of  thousands. 
Embryonic  stem  cells  have  yet  to  save  a  single  life.  The  evidence 
for  embryonic  stem  cell  research  is  shaky  and  speculative.  Little 
wonder,  then,  that  the  private  sector  is  focusing  almost  exclusively 
on  adult  stem  cell  research.  Of  the  15  U.S.  biotech  companies 
solely  devoted  to  developing  cures  using  stem  cells,  only  two  focus 
on  embryos.  Embryo  stem  cell  research  is  at  the  drawing-board 
stage — not  for  lack  of  funds  but  for  lack  of  promising  research  to 
finance.  Venture  capitalists  have  no  agenda  beyond  making 
money;  if  they  see  embryo  projects  that  are  likely  to  bear  fruit 


over  the  next  five  to  seven  years — the  usual  VC  time  horizon 
they  will  fund  them.  That  the  market  is  speaking  so  loudly  agaii 
embryo  stem  cell  research  probably  explains  why  embryo 
searchers  are  so  eager  to  reverse  the  ban  on  government  fundi] 

— RICHARD  MINIT1 
Wall  Street  Journal  Eun 

A  Big  Deal  The  difference  between  the  almost  rig 
word  and  the  right  word  is  really  a  large  matter — 'tis  the  c 
ference  between  the  lightning-bug  and  the  lightning. 

— MARK  TWA) 

Making  a  Difference  Several  years  ago,  I  waj 

greenhorn  reporter  trying  to  navigate  [Seattle].  One  raj 
night,  I  caught  a  bus  downtown.  The  driver  had  wispy  wh 
hair.  Penetrating  eyes.  And  he  didn't  mind  that  I  was  a  qui 
ter  short  on  fare.  His  name  was  Everett.  He  was  warm.  Avu 
cular.  And,  unlike  so  many  folks  you  meet,  he  listened 
what  you  had  to  say.  Everett  was  keenly  interested  to  lea 
that  I  was  born  in  New  York  City.  That's  where  his  son  liv» 

"He's  a  journalist.  An  editor,"  he  said  with  a  smile  til 
could  light  up  a  city  block.  "You  should  meet  him  one  day. 

[In  August],  Everett's  son,  E.  Lawrence  (Laury)  Minard  1 
a  Seattle  native,  became  a  man  in  the  news.  The  5 1  -year-o 
writer  and  editor  for  FORBES  magazine  died  while  climbii 
Mount  Rainier. 

Laury's  death  was  a  punch  to  the  stomach.  During  dozens 
bus  rides  over  the  years,  his  dad  regaled  me  with  story  after  sto 
Laury  had  worked  with  economist  Robert  Heilbroner  and  stu 
ied  political  economy.  Laury  enjoyed  traveling.  Laury  sucked  t 
marrow  from  life,  taking  up  skiing,  sailing  and  mountain  dim 
ing.  He  also  scaled  career  heights,  joining  FORBES  as  a  repor 
in  1974.  In  the  mid-1980s  he  rocketed  from  assistant  managii 
editor  to  deputy  managing  editor  to  managing  editor. 

"I  liked  what  you  wrote  today,"  Everett  said  during  one  s 
journ.  "You  ought  to  send  your  stuff  to  Laury."  Several  monl 
later:  "If  you  pass  through  New  York,  you  should  look  up  Laur 

Last  week,  I  read  where  Steve  Forbes  remembered  Lau 
as  having  "extraordinary  intellect,  unflagging  energy,  ins 
tiable  curiosity  and  impressive  knowledge."  Forbes  could  ji 
as  well  have  been  describing  the  guy  with  the  wispy  white  h; 
and  penetrating  eyes  who  makes  riding  Metro  No.  2  a  joy. 

Like  father,  like  son.  I  only  wish  I  had  connected  with  the  sc 

—ROBERT  L.  JAMIESON  J 
Seattle  Post-Intelligencer 
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Fannie  Mae  helpS  SQV6  home  buyers 

as  much  as  $30,000 
over  the  life  of  their  loans. 


(That  allows  the  Lee  family  to  move  into 
their  first  home,  and  start  S  a VI  rig  money 

for  their  firstborn.) 


Families  have  a  lot  of  plans  and  dreams  for  their  money.  And  buying  a  home 
is  a  big  one  on  the  list. 


r^  FannieMae 


ww.fanniemae.com 


So  at  Fannie  Mae,  we're  dedicating  our  energy  toward  lowering 
mortgage  costs  so  that  more  families  can  afford  homeownership 
and  still  have  some  money  left  for  other  important  things  in  life. 

And  we're  succeeding.  For  example,  we  help  lenders  offer 
mortgages  to  home  buyers  that  save  them  as  much  as  $30,000 
over  the  life  of  a  30-year  fixed-rate  conventional  loan. 

And  our  investment  in  technology  for  the  mortgage  industry,  such 
as  Desktop  Underwriter,®  is  helping  lenders  reduce  origination  costs 
by  as  much  as  $1,400  per  loan. 

Savings  like  that  add  up.  And  that's  important  to  us  because  there  are  a  lot  of 
families  out  there  with  big  plans  and  big  dreams.  And  fortunately,  now  they  are  affordable  dreams. 


VH«ro\  &  power  •  industry  &  automatic 


&  cownufiicjlio' 


systerns  &  healthcare 


transportation 


One  inspired  person 

can  make  a  difference 

460,000  can  change 

WO  rl  d  |A(M'V  Siettiens  employees  change  the  way 
we  live.  We  create  new  solutions,  ask  questions 
Others  would  never  have  thought  to  ask,  and  redefine  entire  industries. 
We  improve  the  Way  people  travel  and  ensure  their  comfort  once  they  arrive 
with  our  transportation  and  building  technologies.  We  believe  that  energy 
shouldn't  come  at  our  environment's  expense,  so  we're  pioneering  technologies 
that  are  cleaner  and  more  efficient.  We  believe  in  enhancing  the  quality  and 
continuity  of  healthcare,  so  we're  advancing  the  way  medicine  is  practiced 
by  integrating  medical  and  information  technologies.  And  we  believe  in 
giving  people  and  businesses  the  freedom  to  communicate  anytime,  anywhere 
We're  able  to  do  this  and  more  because  we  bring  together  extraordinary 
resources,  people  and  ideas. 

Siemens  is  a  global  network  of  companies  with  operations  in  virtually 
every  country,  all  with  one  goal  in  mind:  to  make  life  better.  We  know 
there's  still  work  to  be  done,  but  when  y  ou  have  460.000  minds  workit 
together  around  the  world,  including  85,000  right  here  in  the  U.S 
innovative  solutions  emerge.  And  that's  what  it  takes  to 
change  the  world. 


The  difference  between  a  good  insurer  and  a  great 
one?  A  great  one  knows  this  isn't  just  any  shovel. 


You  tell  people  it's  a  reminder  of  that 
day  in  May  when  you  broke  ground  or 
new  building.  But  really  it's  a  remind* 
every  smart  choice  that  got  you  to  that 
To  understand  what  moves  business,  you 
to  understand  what  moves  business  pec 


INSURANCE  IN  TOUCH  WITH  BUSINESS 


see  an  independent  agent  or  broker,  or  visit  www.cna 

ade  name  of  the  CNA  Financial  Corporation.  Copyright  2000-2001 .  All  rights  r©| 


COMMENTARY 


3n  Events  at  Home  and  Abroad 

3y  Caspar  W.  Weinberger,  chairman 


THAILAND 


CH  OF  THE  OPTIMISM  WE  SAW  AND  SENSED  IN  THAILAND 
year  has  melted  away.  During  talks  with  business  and  gov- 
ment  leaders,  academics  and  others  in  May,  we  noted  a 
iry  resignation  to  the  fact  that  full  recovery  from  Asia's 
•7  recession  will  not  be  achieved  as  soon  as  had  been  hoped. 
Thailand  is  still  experiencing  severe  banking  problems, 
ire  than  40%  of  all  bank  loans  are  classified  as  "bad  loans" 
ibbed  "strategic  nonrepayments"  by  local  spin  artists). 
Like  many  of  its  neighbors,  Thailand  is  heavily  dependent  on 
U.S.  economy,  so  our  downturn  has  not  helped.  Export 
wth  has  also  slowed  because  Thailand  now  has  many  low- 
*e  competitors,  such  as  China.  Inflation  is  low,  and  while  eco- 
nic  growth  is  under  5%  (between  2.5%  and  3%  in  the  first 
irter),  it  is  still  within  predicted  levels.  Of  course,  this  is  well 
dw  the  boom  years  of  the  1970s  and  1980s,  when  the  export- 
yen  economy  grew  more  than  10%  almost  every  year.  And 
eign  direct  investment  has  gone  negative  after  four  good  years. 
Thailand  does  have  a  new,  dynamic  prime  minister, 
aksin  Shinawatra,  a  successful  businessman.  Now  that  his 
[uittal  on  a  comparatively  minor  charge  is  final,  he  will  move 
several  fronts  to  strengthen  the  economy.  Unfortunately, 
ailand  has  one  of  the  world's  lowest  interest  rates  (about 
%)  after  Japan's.  This  causes  an  excessive  outflow  of  capital, 


which  puts  downward  pressure  on  the  baht,  the  local  currency. 
The  baht  is  currently  about  45  to  the  dollar,  compared  with  the 
25  it  was  four  years  ago.  The  prime  minister,  seeking  higher  in- 
terest rates,  fired  the  governor  of  the  central  bank  in  May.  He  is 
trying  to  stimulate  domestic  growth  by  distributing  govern- 
ment funds  to  farms  and  banks  to  encourage  more  loans. 

Meanwhile,  privatization  continues.  In  the  fall  the  govern- 
ment will  sell  off  20%  of  the  state-owned  Petroleum  Author- 
ity of  Thailand  (PTT).  The  sale  is  expected  to  raise  nearly  $700 
million.  Eventually  the  plan  is  to  privatize  the  whole  company. 

A  reasonable  trade  surplus  has  been  reported.  But  the  public 
debt  is  about  55%  of  GDP.  This  needs  to  be  reduced  by  putting 
the  brakes  on  any  plans  for  more  government  borrowing. 

Tourism,  a  big  source  of  foreign  money,  is  growing.  Last 
year  more  than  9  million  visitors  came  to  the  kingdom,  with 
a  gain  of  10%  estimated  for  this  year.  Much  of  the  Tourism 
Authority's  emphasis  is  now  on  "health"  tourism  (spas)  to 
counter  the  long-held  idea  that  "anything  goes"  in  Thailand. 

But  Thailand's  best  asset  is  the  strength  of  its  monarchy.  As 
former  prime  minister  Prem  Tinsulanonda  said  during  a  recent 
talk  in  New  York,  "Thailand's  destiny  is  firmly  tied  to  the  wise  lead- 
ership and  unifying  force  of  our  monarchy."  This  has  been  true 
for  the  more  than  50  years  of  King  Bhumibol  Adulyadej's  rule. 


TAIWAN 


l  THE  FIRST  TIME  IN  THE  15  YEARS  THAT  I'VE  BEEN  VISITING 
wan,  we  encountered  substantial  pessimism.  The  most  visi- 
sign  of  it  was  in  the  first  quarter's  growth  rate:  1.06%,  the 
rst  showing  in  more  than  25  years.  The  official  prediction  for 
year  is  only  4%,  the  lowest  growth  rate  in  nearly  20  years. 
A  number  of  factors  are  responsible.  The  countries  that  buy 
quantities  of  Taiwan's  exports  are  all  experiencing  a  substan- 
slowing  of  their  own  economies.  Taiwan's  domestic  demand 
lown  because  of  high  unemployment — 4%  nationally.  It  is 
hest  in  the  construction  industry  but  is  growing  in  the  infor- 
tion  and  high-tech  industries,  which  used  to  absorb  many 
employed  workers.  Many  of  Taiwan's  industries  are  now  try- 
;  to  move  production  overseas,  where  labor  costs  are  lower, 
it  year  the  Legislative  Yuan  enacted  a  law  reducing  work  hours 
34  hours  every  two  weeks,  which  has  increased  labor  costs. 


The  government's  response  has  been  to  institute  a  big 
spending  stimulus  package  designed  to  produce  100,000  new 
jobs.  But  it  will  take  a  long  time  for  its  effects  to  be  felt. 

The  Mainland's  saber  rattling  and  deployment  of  increas- 
ing numbers  of  missiles  pointing  at  Taiwan  have  also  had  a 
dampening  effect.  Taiwan  is  grateful  that  President  Bush  agreed 
to  sell  it  some  of  the  arms  it  had  requested,  but  Taiwan  urgently 
needs  the  Aegis  destroyer,  as  well  as  modern  torpedoes  and 
missiles  to  deal  with  the  ever- increasing  threat  from  China. 

Anyone  who  thinks  Taiwan's  best  days  are  over  is  making 
a  serious  mistake.  As  the  U.S.  economy  improves,  orders  will 
increase  for  more  goods  from  Taiwan.  The  country's  greatest 
strength,  the  skill  and  determination  of  its  people,  has  not 
changed.  With  proper  support  from  the  U.S.  for  its  security, 
Taiwan  will  continue  to  be  a  strong  and  loyal  ally. 


LAURY  MINARD 


A  friend  of  many  years,  a  model  editor  and  reporter  and  one  who,  throughout  his  career,  contributed  enormously  to  the 
success  and  stature  of  FORBES.  We  and  all  our  readers  will  miss  him  very  much.  There  are  far  too  few  like  him.  F 
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Mobile  Services  •  Infrastructure  and  Network  Services  Customer  Relationship  Management  Business  Process  Outsour 

•  Customer  Interaction 

•  Business  Intelligence 

•  Fulfillment  and  Distribution 


How  do  you  make  sure  your  customers  get  the  right  message? 
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3y  Rich  Karlgaard,  publisher 
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SOLDIER  OF  THE  GREAT  WAR 


IDEAS  OF  ECONOMIST  AND  PHILOSOPHER  JOSEPH 
umpeter  were  formed  in  the  1920s  and  written  into  books 
ing  the  1940s.  In  America  in  2001  these  ideas  are  accepted 
gravity  or  Kansas  tornadoes — as  a  natural  force.  Schum- 
er's  phrase  "creative  destruction"  is  grasped  by  anyone, 
ether  or  not  he's  read  a  sentence  of  the  great  Austrian, 
lat's  not  to  understand?  Computers  destroyed  typewriters. 
;  T-formation  knocked  out  single-wing  football.  Punk 
k  ended  disco.  We  live  with  this  knowl- 
e  easily.  Who  complains?  Nobody. 
Out  with  the  old,  in  with  the  new!  So 
;  rejoice.  The  new  is  generally  superior, 
iv  works  better,  lasts  longer  and  is 
der  to  humans.  New  treats  its  labor  bet- 
too.  New  costs  less  in  sweat,  severed 
;ers  or  polluted  rivers,  as  any  longtime 
dent  of  Pittsburgh  can  attest. 
Six  billion  people  inhabit  the  Earth.  Just 
-twentieth  of  us  are  lucky  enough  to  live 
Her  a  political  regime  where  Schumpeter  is 
corned.  In  the  EU  Schumpeter  is  fought 

taxes  and  regulations.  In  Latin  America  he  is  turned  away  by 
ability  or  corruption.  In  Asia  he  is  paralyzed  by  tradition.  In 
ia  he  is  frozen  by  class  barriers.  Am  I  generalizing  to  the  edge 
ingoism  here?  Sue  me.  I'm  in  a  fighting  mood.  Make  my  day. 
My  colleague  and  friend  Laury  Minard  died  on  Aug.  2.  His 
rt  blew  out  at  12,500  feet  while  climbing  Mount  Rainier.  He 
only  5 1 ,  physically  fit  and  by  no  means  ready  to  exit  By  this 
e  of  the  magazine  you  already  know  that  You  probably  know 
Laury  was  editor  of  FORBES  GLOBAL  and  that  he  wrote  and 
ed  for  FORBES  his  entire  career.  You  know  about  his  Gerald 
b  award — the  highest  in  business  journalism — and  other  ca- 
pinnacles.  Forget  journalism,  though.  I^aury's  biggest  suc- 
came  as  an  importer  and  entrepreneur  of  ideas.  Laury,  you 
did  more  than  any  other  U.S.  journalist  to  revive  the  ideas  of 
hph  Schumpeter  and  plant  them  in  American  soil. 

alaise-Mongers 

i  erate  a  few  paragraphs  of  my  own  story,  and  you'll  get  an 
a  of  Laury' s  contribution.  I  grew  up  in  a  small  town  in  the 
dwest  and  graduated  from  a  West  Coast  college  in  the  mid- 
70s.  My  family  is  made  up  of  teachers  and  doctors.  I  never 
>ught  twice  about  business,  not  while  growing  up  or  at  col- 
e.  Paul  Samuelson's  textbook  on  economics  did  nothing  but 
iforce  a  suspicion  I'd  always  held:  Economics  was  obscure 
its  best  day  and  as  soporific  as  a  Lutheran  sermon  on  the  rest 


The  economy  sputtered  as  my  class  entered  the  job  market 
in  the  late  1970s.  President  Carter  blamed  it  on  us.  He  told  us  to 
think  small  and  narrow  our  horizons.  His  favorite  economist 
was  a  declinist,  now  forgotten,  named  E.F.  Schumacher,  whose 
book  was  even  called  Small  Is  Beautiful.  Around  this  time  I 
picked  up  a  copy  of  FORBES.  Wow,  what  a  different  voice! 
What  a  snort  of  pure  oxygen!  Here  was  Malcolm  S.  Forbes,  a 
giant  spirit,  bear-hugging  the  world.  Here  was  his  son  Steve, 
predicting  the  most  amazing  things  about 
the  economy — which  later  proved  to  be 
true.  And  here  was  Laury  Minard,  writing 
about  some  Austrian  economist  named 
Schumpeter.  This  Schumpeter  fellow — I 
didn't  even  know  he  was  dead — must  be 
one  nasty  guy,  I  mused  in  my  Carter-era  ad- 
dled brain.  This  Schumpeter  appears  to  be 
urging  not  small  improvements  within  the 
comfort  zone  of  "sustainability"  but  wild, 
flared-nostril,  rutting-boar  destruction. 

Laury  Minard  refused  to  write  about 
Schumpeter  in  an  academic  or  historic  sense. 
He  instead  used  his  favorite  dead  Hun  to  justify  the  dismantling 
of  corporate  America  by  raiders  such  as  Michael  Milken  and 
T.  Boone  Pickens.  Creative  destruction!  Yes,  that's  what  it  was! 
But  what  sort  of  topsy-turvy  morality  was  this?  The  destruction 
part  was  easy  to  understand.  But  what  might  follow? 

Well,  a  good  world,  as  it  turned  out.  America,  in  the  20-odd 
years  since  Laury  resowed  the  Schumpeter  seed,  has  added 
35  million  new  jobs — all  of  them  Schumpeter  jobs,  most  of 
them  well  paying.  That's  roughly  20  million  more  jobs  than 
were  created  by  the  EU  countries,  where  the  Austrian  is 
scorned  even  now.  In  fact,  the  further  away  you  get  from  old 
Schumpeter,  the  worse  it  gets.  Communism — socialism  with 
tanks  and  May  Day  parades — has  collapsed  altogether  and  is 
now  revered  only  in  Havana,  Pyongyang  and  Berkeley. 

I  wish  Laury  were  alive  and  would  show  up  for  work  to- 
morrow morning.  Damn  it,  I  wish  he  would.  He  fought  the 
battle  against  socialism,  declinism,  lazy  CEOs,  quacks  like 
E.F.  Schumacher  and  malaise-mongers  like  Jimmy  Carter. 
Against  these,  Laury  fought  hard  and  won.  Now  the  world  needs 
Laury  to  battle  the  2  lst-century  threats  to  freedom:  junk-science 
greens,  property-seizing  bureaucrats,  Brussels  pouters,  Ponzi 
schemers,  trial  lawyers  and  the  like.  I  know  Laury  was  juiced  up 
and  ready  to  fight.  He  would  have  kicked  their  butts.  F 
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Some  see  a  computer.  Others,  an  invitation. 


invent 
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New  toll  roads  have  been  a  bom 
holders. 


BY  KELLY  BARRON 

FLORIDA  GOVERNOR  JEB  BUSH'S 
recent  veto  of  a  $1.4  million 
bailout  of  the  Garcon  Point 
Bridge  spanning  Pensacoia  Bay 
was  the  final  indignity  in  the 
troubled  history  of  the  controversial 
toll  bridge. 

A  pet  project  of  former  Florida 
House  Speaker  Bolley  (Bo)  Johnson,  re- 
cendy  released  from  jail  for  tax  evasion, 
the  bridge  was  partly  built  on  land  he 
once  owned.  The  builder  was  charged  $4 
million  in  fines  and  restitution  for  vio- 
lating federal  environmental  laws. 
Adding  to  the  folly,  the  toll  bridge  was 
built  parallel  to  a  nearby  free  bridge. 

But  the  bridge  likely  would  never  have 
been  built  at  all  were  it  not  for  the  seal  of 
approval  it  received  from  URS  Corp.  of 
San  Francisco,  one  of  a  handful  of  con- 
sultants that  specialize  in  traffic  projec- 
tions for  public  projects.  Using  URS'  1992 
projections  that  6,500  cars  would  drive 


over  the  bridge  daily  and  pay 
what  is  now  a  $2.50  toll,  pro- 
moters flogged  $95  million  in 
bonds  to  finance  the  project.  Today  only 
3,500  cars  a  day  use  the  bridge. 

"The  bridge  is  an  Edsel,"  sighs  Joseph 
Mooney,  a  financial  adviser  who  resigned 
in  1993  after  a  dispute  with  local  officials 
over  the  numbers  from  URS,  a  publicly 
held  engineering  company  whose  largest 
shareholder  is  investor  Richard  Blum, 
otherwise  known  as  the  husband  of  Sen- 
ator Dianne  Feinstein  (D-Calif.). 

They  should  have  listened.  It  has  be- 
come painfully  clear  to  bondholders  and 
politicians  that  many  of  the  public  toll- 
supported  projects  built  in  the  past 
decade,  the  majority  blessed  by  URS  and 
its  ilk,  have  become  financial  albatrosses. 
The  Garcon  Point  Bridge  bonds,  for  in- 
stance, trade  at  71  cents  on  the  dollar,  fol- 
lowing multiple  downgrades  to  junk  sta- 
tus by  the  ratings  agencies.  Local  officials 
will  likely  have  to  tap  a  reserve  account 


Bridge  over  troubled 
water:  Garcon  Point's 
bonds  are  now  junk. 


next  year  to  meet  debt  serv: 
URS  defends  its  record 
Florida  as  solid.  But  the  co 
pany  has  overestimated  revenue  proj 
tions  on  toll  roads  elsewhere  in  the  st< 
including  the  Seminole  Expressway, 
Polk  Parkway  and  the  Suncoast  Parkw 
On  the  15-mile  Veterans  Expressway 
Tampa,  annual  tolls  are  $15  millic 
barely  half  what  URS  projected  in  19 
Tolls  from  the  main  portion  of  the  stal 
profitable  turnpike  go  to  subsidize  the 
clunkers. 

"Many  of  these  deals  shouldn't  e\ 
be  brought  to  market,"  says  Rob' 
Muller,  a  managing  director  with  ] 
Morgan  Chase,  who  has  researched  tc 
road  feasibility  studies.  Muller  figu 
that  at  least  half  of  the  traffic  projectic 
for  toll  roads — mostly  performed 
URS,  Wilbur  Smith  Associates  in  Colu] 
bia,  S.C.  or  New  York-based  Vollmer  I 
sociates — vastly  overstate  the  potent! 
But  that  hasn't  stopped  politiciai 
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bond  salesmen  and  contrac- 
tors from  relying  on  them. 
"It's  almost  an  accident  if  the 
projection  comes  in  per- 
fectly," admits  Edward 
Regan  III,  a  Wilbur  Smith  se- 
nior vice  president.  For  its 
part,  Wilbur  Smith's  initial 
projections  in  1992  for  the 
15-mile  San  Joaquin  Hills 
Toll  Road  in  Orange  County, 
Calif,  were  40%  above  actual 
traffic  counts.  By  1997,  $1.1  billion  in 
bonds  had  to  be  replaced  with  lower- rate 
bonds  or  risk  default.  Still  in  need  of  rid- 
ers, the  local  toll-road  authority  recendy 
handed  out  discount  coupons. 

Disney  World's  Reedy  Creek  munici- 


.MingjLToJL 


URS'  projections  have  missed  the  mark  more  than  once  in  Florida 


URS  estimated  revenue 

Current 

at  bond  sale. 

revenue 

Toil  road 

($mil) 

($mil) 

Seminole  Expressway 

$20.9  (1992) 

$16.0 

Veterans  Expressway 

25.8  (1992) 

14.91 

Polk  Parkway 

15.2  (1995) 

8.7 

Southern  Connector  Extension 

2.4  (1995) 

2.4 

Suncoast  Parkway 

15.1  (1997) 

14.81 

'Revised  estimate.  Source:  Florida's  Turnpike  District 

pal  authority  in  Florida  relied  on  URS  traf- 
fic projections  in  pushing  for  a  $150  mil- 
lion, 12-mile  turnpike  extension  leading 
onto  Disney's  property  in  the  early  1990s. 
But  with  revenues  corning  in  at  45%  less 
than  the  forecasts,  Osceola  County  is  ul- 


timately on  the  hook  for  r 
lions  of  dollars  to  cover 
shortfall.  "No  one  would  h 
entered  this  transaction  wi 
it  not  for  URS,"  says  C.  1 
Maxwell,  director  of  plann 
and  finance  for  Reedy  Cre 
Despite  their  mixed  tr 
record,  the  consultants  v* 
do  the  traffic  projections  h 
a  nice  little  business,  yield 
upwards  of  $500,000  j 
study.  Although  traffic  studies  for  revet 
bonds  probably  brought  in  less  than : 
of  URS'  $2.2  billion  in  revenues  last  y< 
the  stock  is  still  doing  better  than  the 
erage  revenue  bond  these  days — it's 
239%  in  the  past  five  years. 


Electric  Gold 

energy  Lee  lacocca  is 
introducing  a  souped-up, 
zero-emission  golf  cart. 
California's  regulators  will 
make  it  quite  profitable. 

BY  JOHN  TURRETTINI 

THREE  YEARS  AGO  LEE  IACOCCA 
presented  the  world  with  a  prod- 
uct nobody  was  clamoring  for:  the 
electric  bike.  Despite  the  hoopla  and  sales 


predictions  of  25,000  a  year,  it  bombed; 
just  12,000  have  sold.  lacocca  admits  his 
bikes  haven't  made  a  dime. 

Undaunted,  he's  taking  another  stab 
at  the  electric  market,  and  this  time  he 
should  make  a  buck — thanks  to  Califor- 
nia's eco-czars.  His  new  creation  is  the 
Lido  (his  full  first  name),  a  cartoonishly 
proportioned  jumbo  golf  cart.  Among 
the  first  of  a  new  species  called  neigh- 
borhood electric  vehicles,  the  Lido  can 
go  25mph  and  is  legal  on  streets  with 
speed  limits  up  to  35mph.  It  seats  four. 

Ostensibly,  the  Lido  (a  partnership 


between  lacocca  and  Western  Golf  C 
will  succeed  because  demograpl 
changes  have  created  a  healthy  mar 
for  toy  cars,  mostly  in  the  gated  cornm 
nities  of  the  Sunbelt. 

But  that's  not  where  the  bucks  are 
Iacocca's  bottom  line.  They  are  inste 
entwined  in  California's  environment 
guidelines,  which  have  decreed  that  sta 
ing  in  2003  automakers  will  have  to  sefl 
least  2%  of  their  California  fleet  as  zei 
pollution  emitters.  For  now  that  mee 
electric  vehicles. 

Through  the  end  of  2002  ev< 
oversexed  golf  cart  sold  and  licensed! 
California  will  garner  four  electric-c 
credits.  Companies  like  Lido  can  th 
sell  the  credits  to  automakers  like  Ge 
eral  Motors  to  help  them  comply  w 
the  zero-emissions  law.  GM  says 
would  be  interested  in  buying  credi 
Detroit  sources  estimate  each  credi 
value  at  $5,000. 

For  lacocca  the  math  is  simple.  Eve 
Lido  sold  and  licensed  in  California  o\ 
the  next  year  and  a  half  could  re 
$30,000:  $20,000  from  the  sale  of  t; 
electric  credits  and  $10,000  from  the  e 
pected  average  retail  price.  Not  bad  fo: 
vehicle  that  costs  in  the  neighborhood 
$5,000  to  make.  If  lacocca  sells  half  1 
5,000  planned  production  run  in  Ca 
fornia  next  year,  the  electric  credit  w 
be  worth  $50  million. 
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Johnnie  Walker, 
With  a  Twist 

B  R  A  N  D  s  I  Can  the  famous 
scotch  name  sell  more  than 
booze?  Depends  on  whether 
you  want  spiked  coffee. 

BY  KEMP  POWERS 

JOHNNIE  WALKER  SCOTCH  WHISKEY 
is  a  brand  that's  synonymous  with 
success — something  older  guys  im- 
bibe when  they  are  living  large  and  feel- 
ing flush.  But  how  to  get  more  folks  in 
their  20s  and  30s  to  drink  the  stuff, 
especially  with  so  little  good  fortune 
to  toast? 

Importer  Schieffelin  &  Somerset, 
looking  to  bolster  sales  of  the  popular 
scotch  (revenue:  $200  million),  ban- 
ished a  bunch  of  executives  to  an  idea 
camp  in  Cincinnati  called  Eureka! 
Ranch.  You  may  see  one  or  more  of 
their  ideas  by  early  next  year. 

JOHNNIE  WALKER  BLENDED  CHILLS. 

A  line  of  spiked 
flavored  coffee 
with  names  like 
Honey  Scotch 
Iced  Coffee  and 
Chocolate  Scotch 
Cappuccino.  If 
you're  worried 
about  vulnerable  underage  drinkers,  you'll 
have  a  field  day  with  this  one. 


JOHNNIE  WALKER 
MESQUITE  CASK 
CHARCOAL  CHIPS. 
Grill  your  burgers 
over  charcoal  made 
from  old  whiskey 
barrels.  Cheers! 


HIGHLAND  SPRINGS  BOTTLED  WATER. 

The  water  wouldn't 
be  laced  with  scotch, 
but  it  might  have  the 
brand's  "striding 
man"  logo.  Clever 
idea.  Where  to  find 
the  springs? 

JOHNNIE  WALKER 
SCOTCH 
UNIVERSITY. 
Scotch-tasting 
school  gives  new 
meaning  to  higher 
learning. 


Last  Resort 


real  estatei  Former  Pritzker  family  partner  Alvin 
Dworman  has  more  than  a  busted  thrift  to  worry  about. 


BY  RISHAWN  BIDDLE 

BY  NOW  MOST  FOLKS  KNOW  ALVTN 
Dworman  as  the  star-crossed 
partner  of  Chicago's  billionaire 
Pritzker  family  in  the  insolvent  Supe- 
rior Bank,  one  of  the  na- 
tion's largest  thrift  failures  in 
recent  years.  But  in  ritzy 
Santa  Barbara,  Calif.,  he's 
better  known  for  his  bulldog 
tenacity  in  building  the 
Bacara  Resort  &  Spa,  a  360- 
room,  225-fireplace,  $220 
million  development  where 
rooms  go  for  as  much  as 
$5,000  a  night. 

After  taking  over  the 
land  as  part  of  the  acquisi- 
tion of  a  real  estate  firm, 
Dworman,  75,  spent  18 
years  battling  environmen- 
talists, politicians  and  locals 
to  build  the  resort.  It  finally 
opened  last  September. 

But  Dworman  is  having 
about  as  much  luck  with 
Bacara  as  he's  having  in  the 
thrift  business.  By  some  in- 
dustry estimates  Dworman 
is  losing  $2  million  a  month 
on  the  property,  which  he  financed  in 
part  with  $135  million  in  loans  from 
CIBC  World  Markets  and  Salomon 
Smith  Barney.  Despite  such  recent 
celebrity  guests  as  Michael  Jordan,  the 
resort  is  on  average  56%  filled.  It  needs 
75%  occupancy  to  be  profitable. 

"I  wondered  where  the  money 
went,"  shrugs  Alan  Reay,  president  of 
Costa  Mesa,  Calif,  hotel  broker  Atlas 
Hospitality  Group,  after  a  visit. 

The  location  doesn't  help.  Despite 
Dworman's  gushy  marketing  materi- 
als, Bacara  isn't  actually  in  Santa  Bar- 
bara, but  in  the  adjacent  town  of  Go- 
leta.  Its  next-door  neighbor  is  a 
belching  natural  gas  processing  plant 
visible  from  Bacara's  beach. 

During  construction  Dworman  had 


to  spend  an  additional  $10  million  a 
Chumash  Indian  artifacts  were  disc 
ered  on  the  site.  He  built  an  extra-st 
ramp  to  avoid  disturbing  a  grave,  tl 
bought  special  room-service  trays  t 


Stormy  on  land  and  se. 
Jay  Pritzker  was 
Dworman's  partner  in 
what  became  the  Baca 
Resort.  But  Pritzker 
bailed  out  early  this  tin 

wouldn't  slosh  food  on  the  ramp. 

Dworman  can't  even  relax  on  i 
nearby  public  Sandpiper  Golf  Coui 
where  guests  who've  had  their  fill 
"oatmeal  sage  body  polishes"  a 
"Bindi  herbal  balances"  can  retreat 
a  round  on  the  links.  Dworman  su 
the  course  in  January,  complaining  tJ 
he'd  lost  $5  million  in  additional  sal 
"10,000  new  room  nights  per  yet 
and  "substantial  monies"  he  spent 
a  clubhouse  because  the  course  was 
improved  to  "world-class  status."  W 
the  case  pending  in  court,  Dworm 
complains  that  the  property  still  has 
been  upgraded  to  his  standards. 

At  least  he  doesn't  have  the  Pri 
kers  complaining  about  this  deal:  Th 
pulled  their  money  out  long  ago. 
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Junk  Economics 

L  A  w  I  How  do  you  win  an 
antitrust  case?  Go  after 
the  other  guy's  economist. 

BY  MICHAEL  FREEDMAN 

PITY  THE  POOR  ECONOMIST.  PRAC- 
titioners  of  the  dismal  science, 
they're  the  guys  who  get  laughed  at 
for  predicting  six  of  the  last  two  reces- 
sions. Now  their  lives  are  getting  worse. 
Defense  lawyers  are  starting  to  attack 
economists  in  antitrust  cases  for  prac- 
ticing what  might  kindly  be  called  junk 
economics.  And  courts  are  listening. 

Take  a  recent  case  involving  boat-en- 
gine maker  Brunswick  Corp.  A  group  of 
boat  builders  won  a  $142  million  anti- 
trust judgment  in  Arkansas,  largely  on 


the  testimony  of 
Robert  Hall,  a  nation- 
ally recognized  Stan- 
ford economics  profes- 
sor. In  the  appeal 
Brunswick's  lawyers 
decided  to  go  after 
Hall.  They  claimed  his 
economic  theories 
amounted  to  theoreti- 
cal garbage,  particu- 
larly a  model  showing 
that  controlling  more 
than  half  of  a  market 
was  automatically  anti- 
competitive. The  St. 
Louis  federal  appeals 
court  agreed  and  overturned  the  judg- 
ment last  year,  labeling  the  economist's 
theory  "mere  speculation." 


IhJio  ^  Bug 


One  Man's  Trash... 

...  is  another's  gold  mine. 
A  look  at  businesses  that  feast  off  corporate  layoffs. 

CORPORATE  SECURITY  FIRMS:  Companies  like  privately  owned  Guardsmark  get  to  ped- 
dle fear.  A  recent  ad  depicting  the  aftermath  of  an  office  shooting  reads:  "A  loyal  em- 
ployee for  22  years.  Last  month  he  was  laid  off.  This  morning  he  came  back.  No  one  was 
ready  for  him."  While  each  year  your  chance  of  being  gunned  down  by  a  co-worker  is  I  in 
3.7  million,  Guardsmark's  revenues  jumped  15%  over  the  past  12  months. 

OUTPLACEMENT  COMPANIES:  Firms  like  Drake  Beam  Morin  benefit  from  both  sides  of 
the  layoff  equation.  They  first  counsel  company  execs  on  how  to  let  go  of  their  employees, 
then  they  teach  the  jobless  how  to  hunt  for  new  jobs.  They  claim  to 
be  enjoying  double-digit  growth  this  year. 

EMPLOYMENT  ATTORNEYS:  "I  get  three  times  more  calls  in  a 
downturn  than  when  things  are  going  well,"  says  Mark  Rudy, 
a  San  Francisco  attorney.  The  latest  twist  is  to  file  for  fraud 
rather  than  discrimination.  Workers  are  contending  startups 
misrepresented  their  financial  health. 

THERAPISTS:  Layoffs,  or  even  the  threat  of  lay- 
offs, send  people  rushing  to  a  shrink's  couch- 
real  or  virtual.  Traffic  to  Psychology.com  is 
up  20%  this  year,  says  President  Michael 
Callans.  And  more  men  are  consulting 
these  therapists  than  ever  before. 

AUCTION  HOUSES:  All  those  laid-off 
workers  mean  tons  of  unnecessary 
computers,  desks,  printers,  fax 
machines  and  the  ubiquitous 
Aeron  chairs.  Cowan 
Alexander  Equipment 
Group,  a  Los  Angeles- 
based  auction  company, 
used  to  run  one  or  two 
auctions  a  month;  now  it's 
one  or  two  per  week. 

—Mary  Ellen  Egan 


Hall  isn't  the 
economist  to  havt 
theories  bashed.  I 
least  eight  cases  & 
1999  judges  have 
eluded  plaintiffs 
pert  economic  t< 
mony,  according  t 
analysis  by  lawyei 
the  Los  Angeles  o 
of  Heller  Ehrr 
White  &  McAul 
Some  of  the  reas« 
The  testimony 
simplistic,  rife  with 
rors  or  biased. 
Credentials  m 
little.  In  1999  Robert  Lucas,  a  Nc 
Prize-winning  University  of  Chic 
economist,  testified  on  behalf  of  pi 
tiffs  in  a  prescription-drug  price 
ing  case.  Nobel  or  not,  a  Chicago  cc 
ruled  that  his  testimony  "failed  ev 
test  of  admissibility,"  because 
opinions  were  inconsistent  with 
evidence. 

The  lesson  for  antitrust  plain 
lawyers:  "The  day  when  you  can  j 
find  a  professor  somewhere,  roll 
in  there  and  call  him  an  expert 
over,"  says  Heller  Ehrman  atton 
Robert  Badal. 

What's  going  on?  Judges  used  to 
reluctant  to  question  expert  testimc 
leaving  juries  with  the  impossible  t 
of  disentangling  truth  from  com 
cated  or  contradictory  testimony  ] 
forth  by  parades  of  $500-an-hour  pc 
tificators.  That  began  to  change  in  1< 
when  a  Supreme  Court  decisi 
known  as  Daubert  gave  federal  jud 
discretion  in  rejecting  testimony  frcl 
scientific  experts.  In  1999  a  high  com 
case  called  Kumho  Tire  broadenl 
Daubert,  raising  the  admissibility  i  I 
for  soft-science  experts  like  economi; 

All  this  has  stymied  the  plaintil 
bar,  which  now  has  to  find  experts 
turn  abstract  theories  about  marl 
concentration  and  monopoly  into  wi 
ning  cases.  For  those  who  can,  the  pr: 
has  just  gone  up — proof  of  the  law 
supply  and  demand,  one  econon 
theory  likely  to  hold  up  in  court. 


THE    POSSIBILITIES    ARE  INFINITE 
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ow  a  major  power  company 
ok  a  giant  leap  towards 
lergy  conservation 
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1'3  Fujitsu  Stylistic™  3500  pen  tablet  PC 

(ps  your  mobile  field  force  tap  into 
reased  productivity. 

n 

Ni  r 

,  i  a  leading  utility  company  wanted  their  field  engineers  to  complete  jobs  on  the 
'  n  order  to  streamline  data  processing  and  reduce  paperwork,  they  armed  them 
a  new  kind  of  tool:  the  Fujitsu  Stylistic  pen  tablet  PC.  This  easy-to-use  full- 
on  pen  tablet  computer  allows  any  mobile  worker  to  immediately  access  data 
formation  while  standing  or  walking.  Data  from  bulky  reference  manuals  can  be 
j  on  the  hard  drive,  providing  workers  immediate  access  to  the  latest 
ruction  and  engineering  information,  so  they  don't  waste  energy  digging  for 
mentation  and  processing  paperwork. 

ever  industry  you're  in  and  whatever  field  applications  you  run,  the  Stylistic  is  the 
-powered  Microsoft®  Windows®-based  pen  tablet  PC  that  will  energize  your 
ie  workforce,  increase  productivity,  and  reduce  paperwork. 

e  #1  pen  tablet  PC  manufacturer*  in  the  world,  Fujitsu  puts  the  power  in  your 
s.  To  learn  more  and  read  the  full  case  study,  visit  www.fujitsupc.com/pentablets 
II  1-800-831-3183. 

stylistic  3500  is  powered  by  an  ultra-low-voltage  Intel®  Celeron"'  processor  500MHz. 


Lighter  and  more  portable  than  a  laptop, 
this  powerful  pen  tablet  PC  is  the  ultimate 
solution  for  mobile  computing. 


FUJITSU 


For  more  information,  visit 


www.fujitsupc.com/pentablets 


With  the  touch  of  a  pen,  navigate  through 
databases,  electronic  charts,  and  manuals, 
and  fill  informs  more  easily  and  efficiently 
than  ever  before. 


i  itsu  PCs  use  genuine  Microsoft®  Windows® 
I  >://www.microsoft.com/piracy/howtotell 


1-800-831-3183 


celeron 


PROCESSOR 


ie  Fujitsu  logo  are  registered  trademarks  of  Fujitsu  Ltd-  Stylistic  is  a  trademark  ot  Fujitsu  PC  Corporation.  Intel,  the  Intel  Inside  Logo,  and  Celeron  are  trademarks  or  registered  trademarks  of  Intel  Corporation  or  rts 
i  the  United  States  and  other  countries.  Microsoft  and  Windows  are  registered  trademarks  of  Microsoft  Corporation.  All  other  trademarks  mentioned  herein  are  the  property  of  their  respective  owners  Fujitsu  cannot  be 
trie  for  errors  in  typography  or  photography.  'According  to  IDC  "Hand  Check"  IDC  Smart  Handheld  Devices  Forecast  &  Analysis  2000-2005 
a  PC  Corporation 
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Do  As  We  Say... 

DEALS!  The  House  wants 
new  rights  for  all  patients, 
except,  curiously,  the  100 
million  covered  by  federal 
health  plans. 

BY  IRA  CARNAHAN 

SIX  YEARS  AGO  HOUSE  REPUBLI- 
cans  made  a  big  show  of  pushing 
through  a  law  subjecting  Congress 
to  the  same  workplace  rules — covering 
discrimination,  overtime,  family  leave 
and  the  like — lawmakers  impose  on  pri- 
vate sector  employers. 

Yet  the  Patients'  Bill  of  Rights  just 
passed  by  the  House  exempts  the  9  mil- 
lion federal  workers,  retirees  and  depen- 


dents covered  by  the  federal  health  plan, 
including  Congressional  employees. 

Why  the  hypocrisy?  The  politicians 
and  many  federal  unions  fear  the  new 
protections,  like  the  expanded  right  to 
sue,  would  drive  up  federal  health  insur- 
ance costs.  In  other  words,  they  fear  ex- 
actly what  business  fears  in  the  bill.  "It 
could  lead  to  higher  premiums,"  warns 
George  Gould,  legislative  political  direc- 
tor for  the  National  Association  of  Letter 
Carriers. 

Tellingly,  the  House  bill  also  exempts 
the  41  million  people  insured  through 


and  protections.  Instead,  it  calls  1: 
study  of  the  issue. 

In  the  Senate  Donald  Nid 
(R-Okla.),  no  fan  of  the  patients'  ri 
bill,  shamed  his  colleagues  into  agre 
to  cover  federal  beneficiaries.  "I  1 
heard  proponents  say  time  and  t 
again  that  this  bill  is  not  at  all  expen 
If  so,  shouldn't  it  apply  to  federal 
ployees?"  he  argued  mischievously. 

Don't  panic,  you  federal  workers, 
smart  money  says  that  in  the  House 
ate  conference  committee  the  House 
sion  will  prevail  on  this  point. 


Medicaid  and  the  more  . 

than  50  million  covered  PrOpOneiltS  Say  tlllS  Dill  IS  I10t 

through  Medicare  and  . 

other  federal  programs  at  all  expensive,  so  shouldn  t 1 

from  the  potentially  ex- 

pensive  new  mandates  apply  to  federal  employees?" 


Fear  Factor 


BY  MICHAEL  KATZ 

CELL  PHONES  DON'T  CAUSE  CANCER.  THEY  DO  CAUSE 
cancer  scares.  Now  some  companies  are  even  making 
brain  guards.  In  fact,  there's  a  thriving  business  in 
pandering  to  irrational  fears. 


PAPER  TOILET  SEAT  COVERS 


SUNSCREEN  ABOVE  30  SPF 
(SUN  PROTECTION  FACTOR) 


FEAR:  That  you  can  catch  a 
disease  by  exposing  your 
skin  to  a  dirty  toilet  seat. 
FACT:  Bacteria  have  not  been 
shown  to  grow  on  toilet  seats, 
so  contact  "poses  very  little 
risk  of  transmission"  of  dis- 
eases, according  to  colorectal 
surgeon  Bruce  Orkin  of 
George  Washington  Univer- 
sity in  Washington,  D.C. 
WHAT'S  SPENT  ON  PRODUCT: 
More  than  $20  million 
worldwide. 


FEAR:  Melanoma. 
FACT:  For  most  people  any- 
thing more  than  30  SPF, 
which  blocks  out  97%  of  the 
sun's  burning  rays,  is 
overkill,  says  the  American 
Cancer  Society. 
WHAT'S  SPENT  ON  PRODUCT: 
$528  million  on  all  sun  care 
products  last  year  in  the  U.S. 

VITAMIN  SUPPLEMENTS 

FEAR:  Scurvy,  bad  nutrition. 
FACT:  "If  you  consume  in  ex- 
cess of  your  daily  require- 


ment,  it  will  be  excreted  with- 
out being  used  metabolically," 
says  Dr.  Paula  Trumbo  of  the 
Food  and  Nutrition  Board. 
WHAT'S  SPENT  ON  PRODUCT: 
$15  billion  in  the  U.S. 

BOTTLED  WATER 


ANTIMICROBIAL  VERSII 
OF  KITCHEN  AND  BA 
ROOM  PRODUCTS. 


FEAR:  Contaminants  lurking 
in  tap  water. 

FACT:  Bottled  water  is  no 

safer,  says  the  FDA. 

WHAT'S  SPENT  ON  PRODUCT: 

$22  billion  worldwide. 


FEAR:  That  Howard  Hug 
the  germ  paranoiac  extn 
dinaire,  was  on  to  someth 
FACT:  The  products,  sucl 
cutting  boards  and  toe 
brushes,  don't  prevent  illr 
Only  the  product  itself  is  j 
tected.  "Most  inanimate 
jects  I  can  think  of  don't 
sick,"  says  Dennis  Edward  i 
the  EPA's  antimicrobial  un 
WHAT'S  SPENT  ON  PRODI,  f. 
$1  billion  worldwide. 
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cause  our  best  friends  have  diabetes, too. 


At  Pfizer,  we're  determined 
to  find  the  cures  of  the  future. 
A  cure  for  your  father's  Alzheimer's,  your  sister's 
heart  disease,  your  best  friend's  diabetes. 
A  cure  for  the  ailments  that  touch  all  our  families. 
This  year  we're  devoting  nearly  $5  billion  to  research 
and  have  over  12,000  scientists  and  health  experts 
searching  for  the  solutions  to  age-old  problems. 
Why  are  we  so  sure  the  cures  can  be  found? 
Because  at  Pfizer  we  know  in  our  hearts 
the  only  thing  incurable  is  our  passion. 


Life  is  our  life's  work. 

www.pfizer.com 
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A    COMMON    AGENDA    TO  TEACH 

by  Lynn  Mo 


Across  the  country,  bus 
es  are  taking  the  lea 
campaign  to  rescue 
dering  public  schools.  When  Ic 
at  the  recruitment  landscape, 
panies  often  see  a  workforce  t 
ill  prepared  to  succeed  in  a  r 
changing  global  economy.  Many 
now  see  the  equation  on  the 
board:  Failing  schools  equa 
employees.  In  the  real  world,  tha 
up  to  an  inability  to  compete 
other  industrialized  countries 
solution,  according  to  comp 
themselves,  is  to  shoulder  a 
share  of  the  responsibility  to  ed 
students.  "An  investment  in  edu 
is  an  investment  in  the  economic 
of  our  country,"  says  Kathy  Ha 
public  affairs  manager  at  State 
Insurance.  "These  are  our  future 
ers,  workers  and  consumers." 

Companies  also  realize  that 
ness  activities  flourish  best  in  a 
community  that  motivates  its  y 
people.  Whether  through  ment 
programs,  apprenticeships  for  t< 
help  for  teachers  to  acquire  ski 
simply  reading  a  story  to  young 
each  effort  nurtures  vital  societa 
tionships.  In  this  sense,  corporate  in 
ment  in  helping  students  of  all  ag 
achieve  their  dreams  can  be  a  pc 
ful  influence  in  building  commun 


The  Philip  Morris  Companies 

The  Philip  Morris  companies  believe  that  one  of  the  most  important  building 
blocks  for  success  is  education  —  both  in  the  academic  and  real-world  settings. 

Examples  of  initiatives  throughout  the  Philip  Morris  family  of  companies, 
which  includes  Kraft  Foods  North  America,  Miller  Brewing  Company  and  Philip 
Morris  U.S.A.,  demonstrate  this  commitment. 

The  company  has  been  the  lead  supporter  of  Community  Kitchens  programs, 
which  help  people  rebuild  their  lives  through  job  training  in  the  food  service 
industry.  A  grant  from  Kraft  enabled  The  Bridge —  a  Texas-based  group  sup- 
porting battered  women  —  to  create  a  skills-based  job  readiness  program. 

Miller's  Tools  for  Success®  program  has  awarded  over  $2  million  in  equip- 
ment to  technical  and  community  college  graduates  to  help  them  get  jobs. 
And  Thurgood  Marshall  Scholarship  Fund™  scholars  get  firsthand  work 
experience  during  summer  internships  at 
Philip  Morris  U.S.A. 

These  efforts  are  some  of  the  many  ways 
in  which  the  people  of  the  Philip  Morris 
companies  are  working  to  make  a  differ- 
ence in  communities  nationwide. 


The  People  of  the 
Philip  Morris  Companies 


PHILIP  MORRIS 

USA 


Everyone  loves  Dr.  Gavioli's  recipe  for  pi. 


Carefully  combine  pi  poster  contests,  pi 
history,  pi  word  problems,  and  pi  jokes.  Then  top 
it  all  off  with  a  pie-eating  contest.  That's  how 
Dr.  Mary  Ann  Gavioli  spices  up  a  math  topic 
that  could  otherwise  be  dry  and  bland. 

But  Dr.  Gavioli's  class  isn't  all  fun  and 
games;  her  students  often  score  in  the  top 
percentiles  in  math  contests  at  the  state  and 
national  level. 

For  cooking  up  innovative  approaches  to 
teaching  math,  State  Farm  is  pleased  to  present 
Dr.  Mary  Ann  Gavioli  with  our  Good  Neighbor 
Teacher  Award™  and  to  donate  $10,000  to 
Clarkstown  High  School  South  in  West  Nyack, 
New  York. 


STATE  FAB  M 


INSURANCE 


Good  Neighbor  Teacher  Award7 

STATE  FARM  INSURANCE  COMPANIES 
Home  Offices:  Bloomington,  Illinois 

statefarm.com  «AOL  Keyword:  State  Farm 

The  Good  NeighborTeacher  Award  was 
developed  in  cooperation  with  the  National 
Council  of  Teachers  of  Mathematics. 


ADVERTISEMENT  3 


GOOD  NEIGHBORS 
MAKE  GOOD  TEACHERS 
I  State  Farm  has  a  long  history  of  sup- 
porting education  at  the  local  school  level, 
including  donating  educational  materials 
and  sponsoring  employee  volunteerism  in 
schools.  Given  the  urgent  call  for  better- 
qualified  teachers,  State  Farm  has  recent- 
ly backed  efforts  to  raise  the  level  of  pro- 
fessionalism among  teachers.  "The  reality 
is,  teachers  need  the  same  kind  of  ongo- 
ing professional  development  that  we 
have  come  to  expect  in  the  business 
world,"  Havens  says. 

This  year,  State  Farm  joined  a  coalition  of 
business  groups  in  a  major  initiative  called 
Investing  in  Teaching.  Throughout  Illinois, 
the  company  hosted  discussions  involving 
all  major  stakeholders  in  education  to  ana- 
lyze ways  of  enhancing  the  teaching  pro- 
fession. The  group's  mandate  is  to  present 
the  governor  with  recommendations  for 
educational  reform.  State  Farm  also  pro- 
vides financial  support  and  mentoring  for 
teachers  seeking  certification  through  the 


National  Board  for  Professional  Teaching 
Standards.  Other  commitments  include: 
•A  partnership  with  the  University  of 
Alabama  at  Birmingham  to  incorporate 
a  new  program,  Operation  Respect, 
into  its  teacher-training  curriculum. 
Teachers  learn  how  to  foster  respect 
and  responsibility  in  the  classroom  and, 
in  this  way,  promote  a  peaceful  and 
safe  environment  for  learning. 
•A  partnership  with  the  Baldrige  in  Edu- 
cation Initiative,  a  framework  to  raise 
student  achievement.  Using  the  Mal- 
colm Baldrige  Criteria  for  Performance 
Excellence,  best  known  for  its  suc- 
cessful application  to  business,  this 
education  initiative  provides  a  blueprint 
for  communities,  and  students  them- 
selves, to  take  responsibility  for  trans- 
forming their  own  education  systems. 

EDUCATION  WITHOUT  BOUNDARIES 

For  more  than  40  years,  the  Philip 
Morris  family  of  companies  has  cultivat- 
ed a  spirit  of  giving  throughout  the  com- 


Edward  B.  Rust  Jr. 
Chairman  and  CEO 


Education  Excellence: 
State  Farm  Insurance  Companies 

We  must  all  work  to  become  better-informed 
consumers  of  our  public  education  system.  Today's 
students  are  competing  for  jobs  in  an  increasingly 
global  market.  They  require  an  education  that  is  more 
flexible  and  responsive  to  their  demands.  We  need 
the  involvement  of  the  community  at  large,  sup- 
ported by  information,  with  a  willingness  to  ques- 
tion the  status  quo  and  provide  support  for  greater 
achievement  for  all  students.  Without  community  involvement,  our  schools 
will  struggle  to  make  the  changes  necessary  so  all  students  succeed  and  are 
ready  for  the  challenges  ahead. 

Business  has  a  clear  responsibility  to  be  engaged 
in  reforming  our  schools.  We  clearly  recognize  that 
the  competent  workforce  crucial  to  business  suc- 
cess must  be  developed  in  our  nation's  schools. 
Through  sustained  business-education  partner- 
ships, the  business  community  must  be  a  catalyst 
for  change  and  communication.  There's  no  better 
piace  to  start  than  with  our  own  employees. 


STATE  FARM 


NSURANCE 
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munities  where  its  employees  In 
work.  One  ongoing  initiative,  thej 
good  Marshall  Scholarship  Fund's 
ship  program,  helps  groom  future  I 
by  offering  college  seniors  and  l\| 
candidates  firsthand  experiencci 
demanding,  modern  workplace, 
interns  get  to  work  with  experi 
Philip  Morris  and  Miller  staffers  c| 
tasks  in  real  time  in  real  busines 
says  Virgis  Colbert,  executive  vice| 
dent  of  Miller  Brewing  Co.,  which 
ed  the  scholarship  fund  in  1987. 

Throughout  its  13  years,  the  furl 
provided  merit  awards  to  thousarl 
gifted  students  from  more  than  41 
torically  black  colleges,  universitiel 
law  schools.  It  also  has  made  si| 
internships  evolve  to  reflect  the  chc 
times.  "Our  goal  is  to  expand  servi>| 
students  and  member  schools  to  II 
prepare  them  for  the  expanding  <| 
marketplace,"  Colbert  says. 

The  call  for  educational  support  c| 
heard  well  beyond  the  boundarieil 
school  or  college  setting.  Seeing  thel 
bers  of  unemployed  around  the  cc| 
motivated  Philip  Morris  to  support 
gram  where  jobless  individuals  can  i 
op  the  personal  and  culinary  skills  nd 
to  work  in  the  food  service  ind 
Through  the  Philip  Morris  Comrr\ 
Kitchens  program,  participants  re 
classroom  instruction  and  on-site  tra 
a  paid  internship  in  a  food  service  f; 
and  help  in  finding  a  permanent  job. 
the  program's  inception  in  1997, 
Morris  has  provided  more  than  $2  n 
in  grants,  including  seed  money,  to  tl 
community  kitchens  operating  nation 

While  the  ways  in  which  busines 
support  learning  are  clearly  as  vane 
the  needs  in  our  communities,  a 
unified  by  the  same  theme:  Busir 
education  partnerships  are  an  impc 
investment  in  the  future.  And  the' 
indeed,  make  a  difference. 
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The  Playe 

Blockbuster  is  giving  Hollywood  a  taste  of  its  own  hardball  tactics. 


BY  JOHN  GORHAM 

mt  T  WAS  THE  SHOT  HEARD  AROUND 

I  Hollywood:  In  an  otherwise  routine 
I  earnings  conference  call  in  July, 
I  Blockbuster  Chief  Executive  Officer 
H  lohn  Antioco  casually  mentioned 
that  the  7,781 -store  video  chain  might 
end  some  of  its  rental  revenue-sharing 
programs  so  popular  with  the  studios. 

Hollywood  had  already  heard  rum- 
blings that  Blockbuster  wanted  to  modify 
the  deals  that  force  it  to  buy  the  studios' 
clunkers  as  well  as  their  hits.  But  it  was 


the  first  time  that  Antioco,  51,  had  gone 
public  with  his  plans.  "Sharing  No  More," 
screamed  Variety  the  next  day.  For  Holly- 
wood, the  move  is  akin  to  killing  the  in- 
dustry's golden  goose:  Since  Antioco  first 
negotiated  the  deals  in  1997,  Blockbuster's 
sales  have  jumped  14%  compounded  an- 
nually, reaching  $4.9  billion  last  year.  The 
studios  have  raked  it  in,  too,  collecting 
40%  of  videotape  rev- 
enues—an average  of  $25 
to  $30  per  tape — while 
consumers  have 


benefited  from  a  wider  selection. 

Under  the  old  system,  rental  stc 
bought  tapes  up  front  for  $65  each 
got  an  exclusive  rental  window.  The  ef 
was  that  the  stores  under-ordered,  hur 
consumers,  stores  and  moviemakers. 

By  speaking  out,  Antioco  put  the  i 
dios  on  the  defensive.  "It's  unfortur 
that  they  would  say  that  in  a  public 
instead  of  privately,"  seethes  one  stu 
executive.  Blockbuster  is  "an  end 
gered  species,"  wa 
Warren  Lieberf; 
president  of 
Time  Warner's  V\ 
ner  Home  Enterta 
ment  division. 
Antioco  takes 
criticism  in  stride.  A, 


Disc  jockeys: 

Surging  DVD  sales  give 

Blockbuster  more  leverage. 

fin      c    t\   x>    n    c    c   .   u 


:uing  Blockbuster  from  a  death  spiral 
:e  arriving  from  Taco  Bell  in  1997,  he 
turned  the  tables  on  Hollywood  and 
the  company  squarely  in  the  middle 
he  debate  over  the  future  distribution 
novies.  Whereas  there  was  talk  as  re- 
iitly  as  the  beginning  of  the  year  that 
|  Ivies-on-demand  and  other  delivery 
ernes  would  spell  the  demise  of  Block- 
iter,  the  company  is  now  strong 
iugh  to  muscle  the  studios.  That  in- 
ies  Paramount,  which  happens  to  be 
ned  by  Blockbuster's  former  parent 
I  still- 80%  owner,  Viacom. 
"They're  dependent  on  the  $20  bil- 
i-plus  home-video  rental  market,"  An- 


Studios  unit  for  video-on-demand  rights 
as  part  of  the  renegotiation  of  its  regular 
videotape  revenue -sharing  agreement. 
But  Universal  balked  at  the  eleventh  hour, 
leading  to  a  heated  late-night  phone  call 
from  Antioco  to  the  head  of  Universal 
Home  Entertainment,  Craig  Kornblau. 

Close  the  Enron  deal  or  forget  the 
revenue  sharing,  Antioco  demanded.  Just 
to  prove  he  wasn't  kidding,  Antioco  re- 
fused to  stock  Universale  new  Rocky  and 
Bullwinkle  and  Bring  It  On  videos.  Uni- 
versal blinked.  Antioco  got  his  video-on- 
demand  rights  and  then  put  Universale 
movies  on  his  shelves,  a  day  late. 

Though  the  deal  with  Enron  eventu- 


rading  Places 


VD  sales  and  rentals  are  expected  to  keep  rising  over  the  next  three  years,  which 
juld  blunt  the  cable  companies'  hopes  of  becoming  Hollywood's  new  middlemen. 
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i:o  says  in  his  Dallas  office  overlooking 
1  new  American  Airlines  Center.  "I 
h't  feel  sorry  for  them.  It's  a  great  rev- 
;he  stream  for  them.  Every  studio  would 
(!iOut  of  business  without  home  video." 
I  Studio  executives  won't  soon  forget 
jltioco's  scrap  with  Universal  in  Febru- 
I  At  the  time,  Blockbuster  was  involved 
\h  video-on-demand  trial  with  Enron, 
it'  energy  company  that  has  branched 
I  into  telecom.  Blockbuster  would  line 
up  movies  that  Enron  would  dis- 
tribute over  its  network.  But  the 
studios  were  reluctant  to  sign 
any  licensing  deals,  preferring 
to  keep  their  options  open 
with  other  partners,  espe- 
cially cable  companies. 
At  the  least,  Anti- 
oco thought  he  had 
a  deal  with 
Vivendi's  Universal 


'98       '99       '00      '01       '02  '03 

ally  fell  through,  the  message  was  clear: 
As  the  single-largest  revenue  generator 
for  the  studios,  providing  15%  of  their 
U.S.  sales,  Blockbuster  isn't  going  to  be 
pushed  around.  While  Universal  has 
complained  of  being  bullied,  Antioco 
makes  no  apologies:  "I  didn't  want  to  be 
in  a  situation  where  we  were  shut  out  of 
a  potential  business  opportunity."  Hedg- 
ing his  bets,  Antioco  also  has  a  deal  with 
GM's  DirecTV  unit  to  sell  the  service  in 
his  stores,  as  well  as  cobrand  pay-per- 
view  channels  for  a  cut  of  sales. 

Antioco  learned  his  tactics  as  a  con- 
venience store  retailer,  rather  than  as 
someone  smitten  with  Hollywood  glitz. 
The  son  of  a  Brooklyn  milkman,  Antioco 
got  his  start  at  Southland's  7-Eleven  unit, 
where  he  spent  his  early  days  auditing  in- 
ventories of  Slurpee  cups  and  Slim  Jims. 
Rising  to  the  post  of  executive  vice  pres- 
ident of  operations  and  marketing,  Anti- 


oco later  served  stints  as  head  of  Circle  K 
and  Taco  Bell.  Stocking  some  cineaste's 
precious  video  is  no  different  to  Antioco 
than  stocking  burritos  or  Twinkies. 

"There  is  something  very  seductive 
about  the  movie  business,"  says  Antioco. 
"But  the  truth  of  the  matter  is,  it's  a  busi- 
ness like  any  other  business." 

Now,  thanks  to  the  surprising  popu- 
larity of  DVDs,  Hollywood  has  even  more 
cause  for  concern  about  Blockbuster.  Sales 
of  the  discs  are  expected  to  double  this 
year  to  $7.8  billion,  while  rentals  should 
more  than  double  to  $  1 .4  billion,  accord- 
ing to  Kagan  World  Media.  Antioco  fig- 
ures that  Blockbuster  will  derive  almost  a 
third  of  its  rental  sales  from  DVDs  by  the 
end  of  the  year,  up  from  nothing  two 
years  ago,  and  half  of  rentals  by  2003. 
Blockbuster's  earnings  (before  goodwill 
amortization  charges)  are  expected  to 
jump  62%  to  $154  million  for  the  year, 
on  sales  of  $5.2  billion,  according  to  SG 
Cowen,  while  the  stock  has  almost  tripled 
from  its  52-week  low  to  a  recent  $18. 

But  the  studios  face  a  Faustian  bar- 
gain. The  more  Hollywood  depends  on 
DVD  money,  the  less  it  can  afford  to  can- 
nibalize those  sales  by  pursuing  risky 
dreams  of  video-on-demand.  And  that 
only  strengthens  Blockbuster's  hand. 
Blockbuster  never  agreed  to  any  revenue- 
sharing  deals  for  DVDs  as  it  did  with 
videotapes,  instead  paying  studios  $15  up 
front  per  disc.  While  Blockbuster  rents 
tapes  and  DVDs  for  about  $3.65  each,  its 
cost  per  rental  transaction  is  $1.20  per 
DVD  compared  to  $1.60  per  videotape. 

Some  studio  executives,  most  notably 
AOL  Time  Warner's  Lieberfarb,  aren't 
convinced  that  Blockbuster  is  the  only 
game  in  town.  He  predicts  consumers  will 
buy  more  DVDs  from  mass  merchants 
than  they  rent,  and  video-on-demand 
and  satellite  TV  will  erode  Blockbuster's 
near-40%  market  share  for  rentals. 

So  go  ahead  and  find  someone  better 
to  peddle  your  movies,  says  Antioco.  "No 
one  is  holding  a  gun  to  his  or  anyone 
else's  head  telling  him  to  do  deals  with 
us.  If  they  really  believe  that  there  is  a  way 
to  monetize  their  product  without  Block- 
buster, I  am  sure  they  will  do  it."  F 
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co-Pragmatists 

;ends  chills  down  some  environmentalists' 
lines,  but  the  Nature  Conservancy  gets 
bed  with  developers,  loggers  and  oil  drillers. 


rHIS  FALL  EXXONMOBIL  CORP. 
will  drill  gas  wells  on  a  2,263- 
acre  preserve  in  Texas  City, 
Tex.  Environmentalists  are  up 
in  arms  because  it  is  one  of 
|y  two  places  in  the  world  where  the 
angered  Attwater  prairie  chicken  is 
nd.  But  guess  who  owns  this  pre- 
re?  An  environmental  group. 
The  Nature  Conservancy  acquired 
land  as  a  donation  from  Mobil,  and 
reaped  $5  million  from  the  com- 
iy's  wells  already  there.  The  oil 
ney  is  going  to  come  in  handy  in 
Conservancy's  efforts  to  protect 
1  from  clear-cutting,  strip  mails  and 
er  heavy  development.  The  organi- 
bn  will  use  most  of  the  Texas  City 

ties  to  buy  more  habitat. 
The  Nature  Conservancy  is  the  en- 
nmental  group  that  environmen- 
sts  love  to  hate.  Allowing  oil  drilling 
a  nature  preserve  is  just  one  reason, 
fiber  giants  Weyerhaeuser,  Georgia- 
;ific  and  J.M.  Huber — traditional  fat 
*ets  for  greens — are  logging  at  Na- 


ture Conservancy  preserves  in 
Arkansas,  Maine,  North  Carolina  and 
Virginia.  The  Arlington,  Va.-based  or- 
ganization has  also  begun  developing 
housing  units  on  a  rare  strip  of  pristine 
land  on  the  eastern  coast  of  the  U.S.  If 
that's  not  enough  to  offend  the  purists, 
the  Conservancy  has  refused  to  endorse 
the  Kyoto  Protocol  for  cutting  carbon 
emissions. 

"I  used  to  say  that  the  only  things 
not  allowed  on  Nature  Conservancy 
reserves  were  mining  and  slavery,  and  I 
wasn't  sure  about  the  latter,"  fumes 
Kieran  Suckling  of  the  Center  for  Bio- 
logical Diversity.  "Now  I  may  have  to 
withdraw  the  former  as  well." 

Founded  in  1951,  the  Conservancy 
has  always  been  out  of  the  anticorporate 
mainstream  of  the  environmental  move- 
ment. Instead  of  picketing  corporations, 
it  haggles  with  them.  New  Chief  Execu- 
tive Steven  McCormick,  50,  a  Conser- 
vancy lifer  who  was  the  head  of  the  Cali- 
fornia chapter,  aims  to  continue  the 
tradition.  His  group  had  $655  million  in 
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revenues  this  year,  which  includes  $83 
million  in  land  sales.  In  the  last  year  alone 
it  has  also  acquired  land  worth  $400  mil- 
lion. Its  revenue  is  ten  times  the  size  of 
the  Sierra  Club's.  The  Conservancy's 
5  million  acres  make  it  one  of  the  coun- 
try's largest  nongovernment  landowners. 

Almost  all  revenues  will  go  right  out 
the  door  in  more  land  purchases  or 
easements,  totaling  perhaps  330,000 
acres.  Rather  than  just  buying  uncon- 
nected postage-stamp-size  plots  of  land, 
McCormick's  group  is  acquiring  entire 
ecosystems,  making  concessions  to  de- 
velopment along  the  way.  "This  method 
is  likely  to  produce  far  more  lasting  re- 
sults than  trying  to  oppose  human 
wants  and  needs,"  says  McCormick. 

A  couple  of  years  ago  the  Conser- 
vancy paid  International  Paper  $35 
million  for  185,000  acres  on  the  St. 
John  River  in  Maine  to  save  it  from 
other  timber  companies.  It  then  con- 
tracted with  J.M.  Huber  to  log  75%  of 
the  land — responsibly,  of  course.  That 
means  no  clear-cutting  and  no  logging 
near  rivers.  The  deal  has  generated  $1 
million  a  year  for  the  Conservancy. 

Model  home:  A  Conservancy  house 
in  Virginia  that  is  valued  at  $330,000. 


Green  Machine 


Here's  a  breakdown  of  the  Nature 
Conservancy's  revenues  this  year, 
including  one-time  sales  of  land. 

2001  revenues:  $655  million 


Sales  of  land 


Dues  and 
contributions^ 


13% 
X2«k 


Gifts  of  land 


r—  Government 
awards 

Private  contracts 


Other 

Source:  The  Nature  Conservancy. 

The  Conservancy  owns  or  has 
easements  on  50,000  acres  of  barrier 
islands  and  salt  marshes  on  Virginia's 
eastern  shore.  Development  is  en- 
croaching, and  zoning  laws  allow  one 
house  per  acre.  McCormick  isn't 
about  to  build  50,000  houses.  But  he  is 
erecting  five  houses  on  250  acres,  away 
from  the  water,  that  will  sell  for 
$330,000  each,  $150,000  more  than 
comparable  four-bedroom  housing  in 
the  area.  He  believes  the  houses  will 


serve  as  a  model  for  the  inevitable 
ture  development  of  nearby  acrea 
Says  McCormick,  "If  we  can  des: 
thoughtful  developments,  we  can  i 
sure  biological  richness  and  allow 
propriate  human  use." 

On  the  Kyoto  agreement,  N 
Cormick  says  the  treaty  puts  too  mi 
emphasis  on  energy  emissions  fn 
smokestacks  and  autos,  while  miss 
the  role  of  deforestation  in  carb 
emissions.  The  Conservancy's  posit 
has  made  it  a  favorite  of  the  Bush  / 
ministration,  which  recently  awarde* 
a  $1.6  million  grant  to  study  fore 
and  carbon  dioxide. 

What  would  McCormick's  gro 
do  with  the  Arctic  National  Wild 
Refuge?  It  doesn't  have  a  position 
drilling  for  oil  there  yet  but  has 
ruled  out  supporting  it.  McCorm 
says  its  Texas  experience  shows  tl 
careful  drilling  can  coexist  with  en 
ronmental  protection.  It's  easy 
imagine  the  royalties  that  would  fl 
from  the  Arctic's  5.8  billion  barr 
being  spent  for  land  protection  in 
lower  48.  This  is  McCormick's  moc 
satisfy  human  needs  while  preservi 
acres  of  wetlands  and  forests. 
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Larry  Nichols'  sense  of  timing  is  out  of  sync 
with  everyone  else's.  That's  what  makes 
Devon  Energy  successful. 


BY  DANIEL  FISHER 

TRY  AS  HE  MIGHT,  DEVON  EN- 
ergy  Chairman  J.  Larry  Nichols 
can't  seem  to  get  in  lockstep 
with  the  times. 
Devon  was  a  big  buyer  of  Rocky 
Mountain  coalbed  methane  deposits 
in  the  early  1990s  when  nobody 
wanted  them.  Suddenly  this  spring, 
coalbed  methane  was  hot.  Drilling 
rights  Devon  bought  for  $175  an  acre 
were  selling  for  up  to  $  1 ,000,  while  the 
Williams  Cos.  paid  $2.8  billion,  or  the 
equivalent  of  $1.67  per  thousand 
cubic  feet  of  gas  in  the  ground,  for 
Barrett  Resources  in  Wyoming's  Pow- 
der River  Basin. 
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Where  was  Nichols  amid  this  p 
riot?  On  the  sidelines,  preparing  to 
back  $1  billion  of  his  own  stock.  I 
too  much  of  a  diplomat  to  say  Willi 
bought  in  at  the  top.  "It  was  full  pn 
is  all  he'll  say,  with  the  trace  of  a  sn 
But  gas  prices  have  since  fallen  2C. 
making  the  Barrett  deal  look  v 
pricey  indeed. 

For  a  guy  with  such  unorthoc 
instincts,  Nichols  began  his  careei 
the  ultimate  insider.  He  abandor 
his  geology  degree  from  Princet 
University  to  attend  the  University 
Michigan  Law  School.  After  clerki 
for  Chief  Justice  Earl  Warren, 
worked  for  William  Rehnquist,  th 


issistant  U.S.  attorney  general.  His 
Jlentials  as  a  Washington  lawyer  es- 
ished,  Nichols  returned  to  the  oil 
ness  at  the  urging  of  his  father,  an 
ahoma  City  oilman. 
:rom  a  standing  start  in  1970, 
lols,  59,  has  built  Devon  into  an  oil 
gas  producer  with  $3  billion  in  es- 
ited  revenue  this  year.  Along  the 
he  has  gobbled  up  the  assets  of 
er-known  rivals  like  Pennzoil  and 
ta  Fe  Snyder,  often  at  prices  that 
look  ridiculously  cheap.  "You  can 
Licky  for  a  year  or  two,  but  you  can't 
ucky  as  long  as  they  [have  been]," 
Shannon  Nome,  an  analyst  with 
Morgan  Chase  in  Houston, 
n  1997  oil  was  going  for  as  much 
26  a  barrel  and  many  producers 
rowed  money  and  bought  each 
er  out.  At  the  height  of  the  frenzy, 
nzoil  got  a  $6.4  billion  offer  (in- 
ling  assumed  debt)  from  Union  Pa- 
Resources — and  rejected  it. 
Michols  went  the  other  way.  He 

Ins  gas  field  prices  soar, 
Nichols  is  buying  back 
$1  billion  of  his  stock. 


d  profits  from  selling 
to  pay  down  debt  and 
pare  for  the  inevitable 
sh.  The  next  year  oil 
ces  dipped  to  $10. 
jat's  when  he  started 
jjcing  to  Pennzoil  about 
jj  ing  some  assets.  Devon 
|und      up  buying 
Sjinzoil's  oil  and  gas  ex- 
|>ration  and  production 
orations  for  a  measly 
i6  billion,  a  bargain  that 
beared  even  cheaper 
lier  Nichols  eliminated 
ij)  million  a  year  in  oper- 
ing  costs.  Thrown  in  es- 
itially  free:  a  5%  interest 
|a  4-billion-barrel  oil  - 
ild  in  Azerbaijan. 
The    Pennzoil  deal 
ughly  doubled  Devon's 


►  By  the  Numbers 


Devon  Energy  has 
grown  into  the  fourth- 
largest  pure  oil  and 
gas  producer  (i.e.,  no 
refineries)  in  the  U.S. 
through  a  series  of  big 
acquisitions. 


REVENUE 


PRQDUCI1DM 


EARNJJiflSL PER  SHARE 


'Barrels  of  oil  equivalent. 
Source:  J.P  Morgan  Chase 


reserves.  The  company  expanded  an- 
other 50%  last  year  when  Nichols 
bought  Santa  Fe  Snyder  for  $2.4  billion 
in  stock,  strengthening  his  already 
dominant  position  in  the  Rocky  Moun- 
tain gas  fields.  "Each  transaction  makes 
us  a  little  more  efficient,  lets  us  deal 
with  the  service  and  supply  industry 
from  a  little  better  position,"  he  says. 

Nichols  runs  Devon  with  a  tight 
grip.  When  asked  to  identify  a  number 
two  executive  at  the  company,  he  de- 
murs. Yet  he  has  avoided  the  sort  of  po- 
litical scrapes  that  often  befall  other 
strong  chiefs.  After  the  Pennzoil  acqui- 
sition, he  allowed  lames  Pate, 
Pennzoil's  ill-starred  former  chairman, 
to  serve  as  chairman  of  Devon  for  a 
year — then  quietly  eased  him  out. 

One  thing  Nichols  hasn't  been  able 
to  control  is  Devon's  stock  price.  The 
company  trades  cheaper  than  its  com- 
petitors. At  a  share  price  of  $49,  Devon 
carries  an  enterprise  value  (debt  plus 
market  cap  of  common  shares)  of  $7.6 
billion,  or  3.4  times  oper- 
ating income  (in  the  sense 
of  earnings  before  depre- 
ciation,   interest  and 
taxes).  Devon's  peers  go 
for  4  times. 

Under  the  circum- 
stances, Nichols  figures  he 
is  better  off  buying  his 
own  company's  shares 
than  some  other  com- 
pany's. He  can  risk  raising 
Devon's  debt-to-capital- 
ization ratio  from  the 
mid-20%  range  to  a  more 
tax-efficient  30%  without 
much  damage  to  its  credit 
rating.  He  will  spend  $425 
million  this  year  exploring 
for  new  reserves.  He  re- 
mains "attentive  and 
alert"  for  acquisitions  but 
says  he  probably  won't  do 
another  big  one  soon. 
"Whenever  people  talk 
about  there  being  a  win- 
dow of  opportunity  to  do 
acquisitions,"  Nichols 
says,  "that's  a  clear  sign  to 
go  work  on  drilling."  F 
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Headaches  and  Struggles 


Professional  services 
firms  are  going  public, 
but  the  second- 
biggest  headhunter  is 
proving  a  case  study 
in  why  not  to  do  it. 

BY  SCOTT  WOOLLEY 

F(  >R  A  Wl  OLE  THE  l'l-AN  TO  TEAR 
up  Heidrick  &  Struggles'  46- 
ycii  i)ld  p.ii  tncrship  agrCC 
menl  and  take  the  company 
public  looked  like  a  brilliant 
gamble.  A  hoi  economy  was  stoking  de- 
mand for  headhunters,  and  Heidrick 
was  the  country's  second  biggest  (and 
aiguably  best)  executive  search  firm. 
Following  an  April  1999  public  offering 
Heidrick  stock  took  oil  on  an  Internet 
style  tear,  its  shares  quintupling  to  $72 
in  just  a  year.  The  soaring  price  was  a 
person. il  vindication  lor  managing 
partner  Patrick  Pittard,  who  had  pas- 
sionately lobbied  partners  to  agree  to 
the  offering, 

( !u1  to  today:  Pittard,  55,  was  canned 
as  chiel  executive  on  Aug.  9,  and  many 
ol  the  i.mk  .mil  file  desperately  wish 
they  could  undo  the  public  offering. 

In  the  past  year,  before  any  junior 
partners  were  allowed  to  sell  stock,  the 
shares  tumbled  and  are  now  down  70% 
to  $20.  They  did  not  fail  to  note  that 
Pittard  and  two  other  lop  executives 
won  exemptions  from  the  two-year 

prohibition  against  stock  sales.  Within 
a  year  ol  the  public  offering  Pittard 
dumped  49,000  shares  al  $33  and  $44, 
netting  $l  .8  million. 

While  galling,  getting  stuck  with  a 
sinking  slock  is  just  the  lirst  of  the 

partners  turned-shareholders'  gripes. 
Under  Pittard,  corporate  overhead 
mushroomed.  f  [e  a<  u  led  grandiose  exec- 
utive titles,  ranging  from  "area  manag- 
ing partner"  to  "chief  corporate  devel- 
opment officer,"  and  filled  many  of  the 
positions  with  former  headhunters  who 


now  spend  less  time  generating  revenue. 
Despite  the  downturn,  Heidrick  has 
spent  $5  million  more  on  overhead  so 
far  this  year  than  it  did  in  the  same  pe- 
riod last  year,  a  7%  jump.  T  his  for  a  firm 
that  netted  just  $5  million  on  revenue  of 
$262  million  in  the  first  half. 

That  kind  of  spending  comes  out  of 
recruiters'  pockets.  High-producing 
headhunters  saw  bonuses  cut.  Salaries 
and  benefits  fell  from  75%  of  revenues 


in  1998  to  64%  this  year. 

Meanwhile,  the  top  tier  of  executives, 
led  by  Pittard,  did  just  fine.  He  was  paid 
$3.2  million  lasl  year.  And  while  head- 
hunters  typically  take  10%  of  their  earn- 
ings in  restricted  stock  each  year,  execu- 
tives are  granted  options.  In  Pittard's  case 
the  options  were  worth  $4  million  when 
granted  last  year.  Kven  after  he  leaves  the 


"We  know  how  to  judge 
CEO  contracts,  and 
this  one  is  ridiculous." 


chief  executive  job  in  October,  Pi 
who  joined  the  firm  in  1983,  will  st 
as  chairman  until  the  end  of  2002  p 
lei  ins  of  his  contract,  and  get  at  lei 
million  a  year  for  life  once  he  tun 
"We  all  know  how  to  judge  CEO 
tracts,  and  this  one  is  ridiculous,"  a 
former  Heidrick  partner. 

Beyond  the  money  issues,  empk 
are  convinced  that  the  demand  for 
growth  will  end  up  hurting  the  i 
pany's  reputation.  Since 
stock  offering,  for  instance, 
drick  has  allowed  "parallel 
cessing,"  letting  different 
drick  recruiters  present 
same  job  candidate  to  difft 
clients,  often  forcing  Heidr 
clients  to  get  in  bidding 
against  one  another. 

Pittard  also  told  headhu 
to  abandon  traditional  "off- 
its"  agreements,  which  pre 
headhunters  from  recrui 
people  from  client  compa 
Headhunters  were  instruct 
write  contracts  so  that  ji 
piece  of  a  company  would  b 
limits.  The  excuse:  The  bigj 
search  firm  gets,  the  narrowi 
off-limits  policies  must  beet 
lest  it  start  running  out  of  e 
ble  candidates. 

Maybe  this  is  what  ^ 
Street  does  to  professional 
vices  firms.  Kom/Ferry,  the  biggest 
cruiter,  also  tightened  off-limits  pol 
after  it  went  public  in  1999. 

Nothing  in  this  saga  surpr 
Russell  S.  Reynolds  Jr.,  head  of  the 
rectorship  Search  Group  and,  at 
the  grand  old  man  of  the  headhi 
ing  industry.  He  recalls  the  advic 
an  investment  banker  trying  to  c 
vince  him  to  take  his  f 
search  firm  public  ove 
decade  ago.  "He  said,  'Tr; 
hold  on  to  some  of 


money  you  raise  so  you 
buy  the  company  back  wl| 
it  crashes.' " 
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Swashbuckling 
Francois  Pinault  gets 
the  ink,  but  an  ex- 
bureaucrat  does  the 
hard  work  on  his  $22 
billion  assortment  of 
ranking  companies. 

BY  HEIDI  BROWN 

FRANgOIS  PINAULT  IS  KNOWN  IN 
the  U.S.  mostly  for  his  entan- 
glements with  the  glamour 
outfit  Gucci  and  the  scandal- 
ridden  Credit  Lyonnais.  But 
he's  got  another  side,  as  a  conglomera- 
tor.  The  acquisitive  bent  has  built  him  a 
$22  billion  (2000  sales)  batch  of  com- 
panies that  puts  parent  Pinault-Prin- 
temps-Redoute,  or  PPR,  just  shy  of  the 
top  100  on  FORBES'  International  500. 
One-fifth  of  those  sales  come  from  the 


Welch? 


U.S.,  and  that  share  should  rise  after  his 
latest  buy,  the  catalog  business  of  the 
battered  Brylane  retail  group.  But  in  as- 
sembling a  General  Electric-like  group 
of  market  share  leaders  in  assorted 
niches,  billionaire  Pinault  poses  a  Jack- 
Welch-scale  management  chore  for  his 
chief  executive,  Serge  Weinberg. 

The  soft-spoken  son  of  Paris 
garmentmakers,  Weinberg,  50,  pursued 
a  path  to  posts  in  haughty  French  min- 
istries via  l'Ecole  Nationale  d'Adminis- 
tration,  then  entered  investment  bank- 
ing. After  approaching  Pinault  in  1989 
on  a  deal,  he  found  himself  running  an 
African  car  reseller  for  the  then-timber 
baron.  In  1991  Weinberg  took  the  reins 
of  Rexel,  a  wholesaler  of  electrical 
equipment,  after  Pinault  acquired  an 
80%  stake.  He  doubled  sales  in  four 
years.  That  landed  him  the  top  spot  at 
PPR,  where,  between  1995  and  2000,  he 
boosted  the  market  capitalization  by 
700%.  Earnings  last  year:  $2  billion. 

PPR  stock  has  since  fallen  30%  in  the 


Make  book  on  it:  Serge  Weinberg  delivei 

overall  market  sag,  but  not  because  W 
berg  was  chasing  dot-com  rainbows, 
were  all  wondering  why  he  wasn't  ri 
ing  to  put  all  his  businesses  online 
1999],"  recalls  Eric  Bleines,  a  fund  n 
ager  at  Credit  Agricole  Asset  Man; 
ment  in  Paris.  "He  said  the  Intel 
would  be  a  disaster." 

Fnac,  PPR's  chain  of  book-and 
stores  with  a  presence  in  Europe,  Sc 
America  and  Taiwan,  pushed  hart 
for  electronic  traffic.  And  to  good 
feet:  Fnac.com  is  the  number  one  ^ 
site  in  sales  in  the  francophone  wc 
Good  training.  Now  Pinault  has  { 
sented  Weinberg  with  the  Brylane  c 
log  business  (store  brands  Lane  Bry 
Chadwick's  of  Boston  and  Lern 
which  is  doing  15%  of  sales  onl  l 
Redcats,  PPR's  mail-order  subsidil 
and  already  the  world's  third-lard 
mail-order  house,  will  operate  it. 

First  order  of  business  at  the  r 
property:  Cut  8%  of  its  8,000  staffer 
free  up  resources  for  a  market  sh 
push  in  the  overstored  and  overa 
loged  U.S.  Typically,  PPR's  businesses 
number  one,  two  or  three  in  their  sec 

Weinberg's  style  is  to  leave  the  h 
lifting  to  unit-level  executives  wh 
he's  developed,  Welch-style,  through 
in-house  "university"  for  bosses.  "I 
high  numbers  as  targets  when  I  cami 
as  CEO,"  recalls  Weinberg.  "Peo 
thought  I  was  crazy.  But  when  they  s 
passed  the  targets,  they  were  surpri 
and  proud.  You  empower  people  £ 
give  them  energy."  Sound  familiar? 

Decentralized  authority  is 
model,  but  with  a  big  caveat:  Weinbei 
managers  can  be  fired  if  they  don't  k» 
workers  content.  "Being  a  retail  co 
pany,  our  top  priority  is  our  customei 
he  says.  "So  that  means  our  people  h. 
to  be  happy  first."  The  boss  of  PP 
Conforama,  a  European  chain  of  hon 
improvement  stores,  was  sacked  o- 
much  the  same  issue  last  year. 

Weinberg  says  "demanding  and  si 
portive"  Pinault  is  in  constant  touch  1 
limits  himself  to  "vision  and  strateg 
That  leaves  an  ever-greater  load  fo 
would-be  Jacques  Welch  to  carry. 
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rbes  ASAP,  featuring  Best  of  The  Web  •  Premier  Issue 


- 

■ 

1 


ternet  II  :  Rebooting  the  Revolution 

hael  S.  Malone  On  Getting  It  Right  This  Time 


■ 


ut  of  digital  dust,  Forbes 


ees  a  new 


1 1  went  poof!  It'll  soon  go  pow! 
saw  the  downside  coming  long  before  it  actually  arrived. 
I  now  we  see  the  upside  on  its  way. 

bes  ASAP,  the  magazine  that  for  nine  years  has  steadily  shed  light  on  all  things 
tal,  is  combining  with  Best  of  The  Web,  the  magazine  that  cuts  through  the  clutter 
le  internet,  to  become  Forbes  ASAP,  featuring  Best  of  The  Web. 


bes  ASAP,  featuring  Best  of  The  Web.  Always  predictive,  always  practical. 
1't  miss  the  enlightening,  inaugural  Fall  2001  issue...  look  for  it  this  September. 


bes  ASAP,  featuring  Best  of  The  Web 

as  and  tools  for  the  digital  age™ 


ver  settle™ 

CAPITALIST  TOOL 


Forbes 


Attention 
Mall  Rats 

Developer  Bob  Congel 
wants  to  turn  Syracuse 
into  a  tourist  destination. 


6  New  York  economy. 

It  would  be  easy  to  dismiss 
the  scheme  as  daydreaming  if  not 
for  Congel's  considerable  success 
in  the  real  estate  business.  Start- 
ing in  the  late  1950s  as  a  contrac- 
tor, he  assembled  Pyramid  Man- 
agement Group,  a  collection  of 
23  separate  private  mall  partner- 
ships that  rang  up  a  collective 
$4.5  billion  in  retail  sales  last  year, 
primarily  in  upstate  New  York. 


BY  DANIEL  KRUGER 

SYRACUSE,  N.Y.  A  TOURIST  HOT 
spot?  It  takes  a  certain  imagi- 
nation,  or  perhaps  despera- 
tion, to  come  up  with  that  as 
an  economic  development 
plan.  But  Robert  Congel  has  believers. 

Congel,  66,  is  a  contractor  turned 
mall  owner.  1  le  already  has  in  his  port- 
folio the  1.5-million-square-foot 
Carousel  Center  in  Syracuse.  Help  me 
triple  the  size  of  the  mall,  he  is  telling 
New  York  politicians,  and  I  will  make 
this  into  a  destination  shopping  site.  I 
will  pull  in  shoppers  from  500  miles 
away  and  inspire  them  to  head  off  to 
vacations  in  the  Adirondacks,  Niagara 
Falls  and  the  Finger  Lakes.  The  18,000 
construction  jobs,  followed  by  11,000 
retail  jobs  (plus  all  that  tourism),  could 
inject  $10  billion  a  year  into  the 


It's  a  nice  town,  but 
take  a  vacation  there? 


The  existing  Carousel  Center  pulled  in 
$650  million  of  that  total,  or  $430  a 
square  foot.  Comparable  malls  average 
$300,  says  a  mall  trade  group. 

If  Congel  accomplishes  his  plan  to 
add  3.2  million  square  feet  to  Carousel, 
it  would  become  500,000  square  feet 
larger  than  the  Mall  of  America  in  Min- 
neapolis. A  gargantuan  Carousel,  he 
hopes,  will  draw  50  million  visitors  a 
year  by  2004,  up  from  17  million  last 
year  (43  million  visitors  passed  through 
Mai!  of  America  in  2000). 

But  seriously,  folks.  How  many  peo- 
ple are  going  to  give  up  their  summer 
rentals  in  Cape  Cod  or  the  Berkshires  . . . 


for  Syracuse?  Yes,  there  are  lovely  roll 
hills,  a  nice  university  and  very  ch» 
housing.  But  there's  also  a  long  legad 
spending  taxpayer  money  on  econoi 
development  schemes  that  don't  qti 
pan  out  (FORBES,  May  29,  2000). 

Congel  himself  has  built  ph 
around  some  unfulfilled  promises, 
clearing  ground  for  Carousel  back 
1 990,  Q)ngel  said  he  hoped  that  Syrac 
would  dredge  nearby  Lake  Onond; 
and  build  a  marina,  and  that  hotels  i 
homes  would  sprout  along  with  the  i 
provemcnts.  Didn't  happen.  Carol 
went  up  with  substantial  tax  breaks — 
former  partners  charged  that  the  pro] 
ran  50%  over  its  $200  million  projec 
cost.  Congel  says  the  overrun  is  mino 
There  have  been  other  disappoi 
merits.  Pyramid  bought  the  venera 
but  moneylosing  Bonwit  Teller 
bankruptcy  court  proceedings  in  IS 
for  $20  million  and  moved  its  hej 
quarters  to  Syracuse.  Congel  warn 
Bonwit  as  a  high-end  mall  tenant.  1 
Pyramid  was  out  of  its  element  n 
ning  a  retailer  and  couldn't  turn  t 
company  around.  Plans  for  a  new  fl 
ship  store  on  Manhattan's  Fifth  Aver 
fizzled,  and  Bonwit  returned  to  1 
dust  from  which  Congel  had  tried 
save  it.  "We  are  a  leasing  compan 
Congel  concedes. 

Lenders  have  confider 
in  Congel's  abilities.  Pyran 
is  carrying  a  total  $2  billion 
debt  on  its  properties,  wh 
are  worth  $3  billion  in  all, 
the  estimate  of  outsiders 
spoke  to  (Pyramid  says  $3.8  billion) 
To  finance  the  $935  million  Carou 
expansion,  Congel  plans  to  borrow  $1 
million  from  banks  and  the  like, 
$250  million  from  a  tax-exempt  bo 
issue,  get  $260  million  from  new  tc 
ants'  building  contributions,  and  i 
$100  million  of  his  own  and 
partners'  money. 

Congel  likens  his  project  to  that 
Governor  DeWitt  Clinton,  whose  E 
Canal  transformed  the  economy  o 
young  state  back  in  the  1 820s.  It  mi£ 
end  up  like  the  canal.  Or  it  might  e 
up  more  like  Syracuse's  many  de 
ends  on  the  path  to  economic  revival 
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GETS  how  to  teach  traditional  industries 

GOT  IT  DONE  for  First  Union  by  helping  to  identify  31 
new  economic  opportunities,  from  immediate  cost  savings  to 
customer  acquisition,  growth  and  retention. 

STEVE  JOERN,  IBM  Business  Consultant 


THE  WORLD  HAS  CHANGED. 

The  clear  line  between  business  strategy  and  technology 
strategy  is  gone.  So  is  the  notion  that  technology 
implementation  follows  leisurely  behind  business  strategy. 

The  best  businesses  in  the  world  today  treat  technology 
advantage  as  an  ongoing  business  strategy.  They  expect 
to  execute,  upgrade  and  innovate  constantly. 

And  they  find  great  people. 


YOU  NEED  GREAT  PEOPLE. 

People  who  can  move  easily  between  concepts 
of  technology  and  concepts  of  business. 

People  like  Steve  Joern. 

And  thousands  of  other  strategic  consultants  at  IBM 

who  provide  concrete  business  models,  focused  strategies 

and  real-life  solutions  for  companies  in  dozens  of  industries. 

Including  yours. 


IBM  Business  Consultants.  Ask  for  strategy  at  (800)  IBM-7080. 


PEOPLE  WHO  GET  IT.  PEOPLE  WHO  GET  IT  DONE. 

ibm.com/services/strategy 


What  If  Housing 

Crashed? 

It's  bad  enough  that  the  stock  market's  wealth  effect  is  disappearing 
What  happens  to  the  economy  if  that  other  prop,  home  equity,  starts 
to  wobble?  There  are  ominous  signs  this  is  about  to  happen. 


BY  STEPHANE  FITCH  AND  BRANDON  COPPLE 

IF  YOU  NEED  PROOF  OF  THE  HOUSING  BOOM,  JUST 
walk  out  onto  your  driveway.  Pick  up  the  newspaper 
and  read  about  how  this  vibrant  sector  is  propping 
up  an  otherwise  teetering  economy.  Carpenters  are 
busy.  Home  equity  lending  is  supporting  a  lot  of 
consumption.  Those  For  Sale  signs  your  neighbors 
are  putting  up  could  be  just  big  spenders  wanting  to 
cash  in  on  the  wild  appreciation  homeowners  have  enjoyed  in 
the  past  six  years — 40%  in  Atlanta,  54%  in  New  York  City, 
68%  in  Boston,  71%  in  Denver  and  100%  in  San  Francisco, 
says  research  firm  Case  Shiller  Weiss  in  Cambridge,  Mass. 

The  general  assumption  seems  to  be:  Stock  prices  fluctu- 
ate, but  house  prices  just  go  straight  up.  Could  this  assump- 
tion be  wrong?  If  it  is,  a  large  part  of  the  economy  is  in  dan- 
ger. A  burst  of  the  housing  bubble  wouldn't  just  hurt 
homeowners  and  people  who  own  shares  of  Fannie  Mae  or 
Toll  Brothers.  It  could  end  up  squeezing  all  Americans.  A  real 
estate  slump  "could  make  this  little  recession  we're  having 
turn  into  something  that's  quite  drawn  out  and  serious,"  says 
Yale  economist  Robert  Shiller. 

Shiller — famed  for  his  astute  calling  of  the  Nasdaq  stock 
bubble  in  his  2000  book,  Irrational  Exuberance,  but  a  long- 
time scholar  of  the  real  estate  markets — believes  consumer 
confidence  could  take  a  bigger  hit  from  a  real  estate  crash 
than  from  the  stock  market  correction.  It  was  the  boom  in 
housing,  he  argues,  more  than  the  Nasdaq's  175%  runup  in 
the  18  months  leading  up  to  March  2000,  that  made  con- 
sumers feel  so  flush  and  spend  so  freely.  Go  back  as  far  as 
1975  and  compare  ebbs  and  flows  in  retail  spending  in  all  50 


U.S.  states  and  1 5  foreign  countries,  and  it  is  clear  hous 
markets  directly  affect  consumer  spending,  while  stock  m 
ket  fluctuations  don't,  he  says. 

No  one  is  talking  bust — not  yet,  anyway.  In  fact,  if  you 
nore  what's  happening  at  the  high  end  of  the  market  a 
look  only  at  midpriced  homes,  you  may  be  hard  pressed 
discern  any  kind  of  downturn,  especially  in  places  like  N 
York,  Denver  or  Minneapolis,  where  values  are  still  risi 
They've  been  going  up  for  so  long  that  many  people  ca 
even  recall  the  last  housing  recession  of  1990-93. 

Look  closely,  though,  and  you'll  see  the  cracks  starting 
form.  Sales  of  existing  homes  nationwide  in  June  were  n 
the  record  pace  set  in  March.  But  sales  of  $l-million-p 
homes,  which  outpaced  all  other  categories  last  year,  sa 
15%  in  the  first  five  months  of  2001.  Supply  is  beginning 
outstrip  demand.  The  U.S.  inventory  of  unsold  homes,  wh 
fell  steadily  during  the  1990s  and  reached  a  low  of  1.4  milli 
homes  last  year,  has  spiked  upward  for  the  first  time  ii 
decade,  rising  23%  since  January,  according  to  the  Natioi 
Realtors  Association. 

Perhaps  more  tellingly,  in  muscular  markets  like  Atlan 
Seattle,  Chicago  and  Washington,  the  pace  of  home  sales  is  do\ 
10%  or  more.  And  it's  taking  a  whole  lot  longer  to  find  a  buy 
John  Hall  has  been  trying  to  sell  his  $370,000  downtov 
Chicago  loft  since  April.  He  left  a  good  paying  job  on  May  1 
try  his  hand  at  independent  consulting.  He  doesn't  want  t 
$2,700  monthly  mortgage  and  tax  payments  to  suck  his  savir 
dry.He's  had  some  tempting  inquiries,  but  no  contract  yet. 

Shiller  worries  about  an  ominous  mix  of  overdevelol 
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A  BAD  BET  ON  A  BUBBLE 

ment,  inflated  home  prices  and 

rising  consumer  debt.  Add  two  other  factors  that  historically 
have  presaged  a  big  drop  in  home  prices — the  plunge  in 
stocks  and  massive  layoffs  (see  chart,  p.  80) — and  the  case  for 
a  crash  gets  stronger.  It  won't  happen  right  away.  It  takes  a 
while  for  people  to  let  go  of  optimism — not  to  mention  an 
emotional  attachment  to  their  home — and  embrace  eco- 
nomic reality.  "They're  in  denial  until  they  take  a  direct  hit," 
says  Barton  Smith,  an  economist  at  the 
University  of  Houston. 

The  most  visible  sign  of  deteriora- 
tion is  in  Silicon  Valley.  Santa  Clara 
County,  Calif,  has  four  months  of  inven- 
tory for  sale,  triple  the  levels  carried  in 
the  past  three  years,  according  to  Creek- 
side  Realty  in  San  Jose.  The  market  has 
been  in  the  dumps  since  the  beginning 
of  the  year.  Elizabeth  and  Alan  Fletcher 
first  considered  putting  their  home  in 
Palo  Alto  up  for  sale  in  February,  when 
houses  like  it  had  been  selling  for  $2 
million — quite  a  jump  from  the 
$856,000  they  paid  in  1998.  They  hoped 
to  reap  a  nice  downpayment  on  a  new 
5,000-square-foot  place  they  were  build- 
ing in  the  foothills  above  Los  Altos  for 


$3.85  million. 

But  by  the  time  they  listed  the  house  on  A 
Fool's  Day,  an  economic  earthquake  had  hit  Sili 
Valley.  High-tech  companies  were  shedding  j 
of  thousands  of  jobs,  and  shares  of  Oracle,  wr 
Alan  was  a  vice  president,  had  dropped  from 
to  $15  in  just  three  months.  The  Fletchers'  real 
tate  agent  warned  them  not  to  list  their  house 
more  than  $1.4  million.  Even  at  that  price, 
house  sat  for  more  than  a  month  without  draw 
a  single  offer.  They  lowered  the  price  by  $100,d 
then  knocked  off  another  $200,000.  A  buyer 
fered  $1  million;  but  then  backed  out.  In  late  Jl 
they  finally  sold  their  home  for  $1.04  millioc 
down  almost  $1  million  in  just  five  months, 
then  they  had  lost  $250,000  in  the  stock  man 
and  had  to  borrow  $2  million  for  the  new  hou 
This  sort  of  weakness  is  expected  in  Silk 
Valley,  land  of  a  million  scorched  dreams 
what  about  other  parts  of  the  country?  Just  no 
of  Chicago,  where  prices  have  risen  24%  si< 
1998,  the  tony  suburb  of  Lake  Forest  is  sufferin 
housing  correction.  Douglas  Yeaman,  chief  exo 
tive  of  Prudential  Preferred  Properties,  has 
homes  for  sale  priced  at  more  than  $1  million 
months  of  inventory,  up  threefold  in  two  yej 
William  Lederer,  founder  of  Art.com,  has  had 
$7  million,  13-bedroom  red-brick  mansion  lisi  al (i 
since  January.  No  deal  yet. 

It's  tempting  to  dismiss  such  setbacks 
merely  anecdotal,  but  the  pressure  on  housing  prices  has 
too  many  historical  precedents.  In  1981,  after  a  decade-lc  il 
oil  boom,  Houston  home  builders  and  buyers  got  too  co  bed 
fortable.  The  price  of  crude  oil  peaked  in  March  of  that  y 
at  $35  a  barrel.  Housing  prices  paradoxically  stayed  high 
a  while  as  oil  prices  eased.  Texas  crude  finally  collapsed  to 

WHO'S  HOT?  WHO'S  NOT? 
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Beware  tech  and  development.  What  to  expect  from  housing  in  these  cities  in  2002. 


I  Tech  bust  towns 
Development  overload 


San  Francisco 


Wts  Weakening  local  economies 
5  Still  rising,  it  that's  any  comfort 


Los  Angeles 
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■986.  At  that  point  the  reality  of  job  losses  sank  in,  and 
year  home  values  dropped  10%  and  kept  sinking.  By 
}  the  real  estate  gains  of  the  early  1980s  had  all  been  given 

and  then  some, 
ftie  securities  business  was  keeping  163,000  people  busy 
(Vail  Street  when  Black  Monday  erupted  on  Oct.  19, 1987. 
ok  a  while  for  the  jobs  to  be  erased — 30,000  of  them  by 
— and  still  more  time  for  the  housing  market  to  bottom 
By  1993  prices  of  apartments  and  homes  in  the  New 
v  area  were  1 1%  below  their  levels  in  1989 — a  23%  drop 
al  (inflation-adjusted)  terms  (see  chart). 
n  Boston  housing  prices  scratched  a  new  high  in  1987, 
as  the  "Massachusetts  miracle"  was  turning  into  eco- 
lic  martyrdom.  Route  128 — home  to  Wang  Laboratories, 
tal  Equipment,  Apollo  Computer,  Lotus  and  other  van- 
ned tech  firms — was  a  scene  of  carnage:  From  1987  to 
3,  27,000  people  lost  their  jobs.  Real  estate  began  a  steep 
«nt  in  1990,  falling  20%  in  real  terms  by  1994,  setting 
es  back  to  where  they  had  been  in  1985. 
\re  home  buyers  now  repeating  mistakes  made  in  Hous- 
in  1982,  New  York  in  1988?  In  Dallas,  where  housing  val- 
soared  73%  in  the  last  five  years,  so  many  high-end 
les  (those  priced  $700,000  and  up)  are  on  the  market 
,  at  the  current  pace  of  buying,  it  would  take  18  months 
let  them  all  sold,  a  level  unseen  since  1989. 
The  devastation  hits  people  like  Karra  and  Daniel  Guess, 
a  commercial  real  estate  broker  and  he  an  assistant 
ed  States  attorney.  Last  year  they  decided  to  trade  up 
their  4,300-square-foot  home  in  a  suburb  near  Fort 
,  Tex.  for  a  70-year-old,  $700,000  renovated  cottage  in 
as'  University  Park.  Told  that  prices  in  the  suburbs  were 
g  quickly,  the  Guesses  listed  their  home  for  $680,000, 
1,000  more  than  they  had  paid  for  it.  Cruising  the  old 
i  ;hborhood,  Karra  counted  just  three  other  For  Sale  signs 
|{ix  blocks — a  seller's  market. 

Then  came  layoffs  at  Nortel,  Alcatel,  Ericsson — 10,000 
if;  from  offices  in  the  Dallas  area.  Nine  months  after  listing 
1  r  home  for  sale,  the  Guesses  still  hadn't  drawn  an  offer, 


even  after  lowering  their  price  to  $570,000.  By  Easter 
there  were  12  For  Sale  signs  in  the  neighborhood. 
Karra  hadn't  shown  the  place  in  a  month.  Stretched 
to  the  snapping  point  by  mortgage  payments  on  two 
houses,  the  Guesses  finally  unloaded  their  place  in 
May  for  $20,000  less  than  they  paid  for  it. 

Even  in  hot  markets  like  New  York,  houses  and 
condos  are  sitting  longer  without  takers.  In  the  first 
half  of  2001,  properties  in  Manhattan  were  on  the 
market  an  average  of  132  days  before  they  were 
sold,  up  from  118  days  last  year.  Real  estate  sales 
are  down  19%  since  the  beginning  of  the  year.  And 
there  are  plenty  of  sellers  who  refuse  to  face  up  to 
the  gathering  slowdown.  "Sellers  still  don't  want  to 
negotiate  and  don't  feel  they  have  to,"  says  Daniela 
Kunen,  a  broker  at  Douglas  Elliman  in  Manhattan. 
All  this  adds  up  to  the  kind  of  market  that  a  stock  market 
trader  would  call  "overbought."  Then  there  is  the  supply  side 
of  the  equation.  In  the  last  five  years,  developers  put  up  6.1 
million  homes,  easily  topping  the  5.5  million  they  built  be- 
tween 1985  and  1989.  Until  recendy,  consumers  could  absorb 
most  of  that  vast  supply.  Between  1994  and  1999,  the  average 
interest  rate  on  a  30-year  fixed-rate  mortgage  fell  from  9.2% 
to  6.7%,  making  ever  larger  homes  affordable.  Now  rates  on 
fixed- rate  mortgages  have  stalled.  All  that  the  Federal  Reserve 
has  done  to  cut  short-term  rates  since  January  hasn't  helped. 

The  downside  to  easy  credit:  overleverage.  Most  house- 
holds have  either  no  mortgages  or  very  manageable  ones.  But 
there  are  enough  people  stretching  their  budgets  to  have 
caused  a  key  debt-burden  ratio  to  hit  an  alltime  high.  The 
ratio  of  mortgage  debt  service  to  total  disposable  income 
climbed  to  6.46%  in  the  fourth  quarter  of  2000,  surpassing  a 
6.35%  record  set  during  the  first  quarter  of  1991  in  the  depth 
of  the  last  recession.  Collective  owners'  equity  in  the  U.S.,  as 
a  percentage  of  the  real  estate's  value,  sank  to  55%  in  the  first 
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THE  LAG  EFFECT 

Layoffs  are  spiking.  Buf  housing  markets  have  a  history  of  reacting  slowly  to  bad  news.  Witness  recent  downturns  in  these  citi  I 
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quarter  of  this  year,  the  lowest  level  ever  and  down  from  70% 
in  1982.  "Leverage  against  an  asset  that  can  deflate  in  value  is 
a  recipe  for  disaster,"  says  economist  Charles  W.  Peabody  of 
Mitchell  Securities  in  Manhattan. 

Phillip  Bligh  made  a  perilous  bet.  Enriched  by  the  lofty 
public  offering  in  early  2000  of  Inforte,  his  Chicago-based 
Web  consultancy,  Bligh  relied  on  margin  loans  and  mortgage 
debt  to  finance  the  $4  million  purchase  of  a  town  house  in 
Chicago's  Gold  Coast  neighborhood.  His  appraiser  told  him 
the  price  was  too  high,  but  Bligh,  34,  went  ahead.  The  first 


DEFENSIVE  PLAYS 

OWN  LESS  REAL  ESTATE 

•  Instead  of  buying  in  the  bubble,  lease  with  an  option  to 
buy.  When  your  lease  is  up,  you  can  talk  down  the  price. 

•  Trade  down.  Move  to  a  less  desirable  neighborhood  or  a 
smaller  house. 

•  Buy  the  next  house  after  selling  the  last  one. 

HAVE  LESS  IN  HOUSING  STOCKS 

•  Shares  of  homebuilders  like  Toll  Brothers,  Lennar,  Centex 
and  D.R.  Horton  have  climbed  recently.  Sell. 

•  Household  International  shares  have  doubled  in  12  months. 
Half  its  portfolio  is  in  real  estate  and  most  of  the  rest  in 
unsecured  consumer  debt.  Short  the  stock. 

AVOID  FORECLOSURE 

•  Talk  to  your  banker  about  options  like  refinancing  to  lower 
the  payments  or  temporarily  suspending  payments. 

•  Act  quickly:  If  you  find  yourself  with  no  job  and  a  home 
that's  not  worth  what  you  owe,  offer  to  hand  over  the  keys 
to  the  bank  before  the  late  payments  and  court  fees  pile  up. 

•  Filing  Chapter  13  bankruptcy  before  foreclosure  will  dis- 
charge most  unsecured  debts  (credit  cards,  medical  bills) 
and  create  a  payment  plan  to  help  save  your  house. 
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Sources:  Challenger,  Gray  &  Christmas,  Inc;  Case  Shlller  Weiss;  Texas  A&M. 

part  of  the  bet  soured  this  year  when,  with  Inforte  valu< 
one-tenth  its  52-week  high,  Bligh  had  to  sell  16%  of  his 
in  Inforte  in  order  to  raise  $4.5  million,  much  of  which 
used  to  repay  margin  debt. 

Internet  millionaires  aren't  the  only  ones  exploiting  r: 
prices.  In  the  first  quarter  of  2001  half  of  all  households 
refinanced  incurred  debt  at  least  5%  larger  than  the  orij 
loan.  That  cash  is  helping  to  finance  things  like  sport  utii 
and  big-screen  TVs.  Great  for  the  consumer  economy,  b 
potential  calamity  if  housing  values  drop  or  even  plateau 

Mortgage  delinquencies — homeowners  paying  t 
mortgages  late — fell  slightly  during  the  first  quarter  of  2 
after  rising  for  three  back-to-back  quarters  to  4.5%,  the  h 
est  since  the  third  quarter  of  1992,  reports  Peabod 
Mitchell  Securities.  Foreclosures  have  picked  up,  affec 
nearly  one  in  every  100  home  loans  by  the  end  of  Ma 
Prudential  Realty  of  Atlanta  says  the  number  of  foreclc 
properties  it  is  selling  has  doubled  in  the  past  year,  tc 
houses — half  of  them  with  values  exceeding  $250,000. 

In  Chicago,  appraisers  told  James  Strutton  two  years 
that  his  Mediterranean-style  ranch  in  the  suburb  of  Sc 
Barrington  was  worth  at  least  $675,000,  up  from 
$540,000  he  had  paid  for  it  in  1989.  Strutton,  a  managen 
consultant,  decided  to  cash  out.  He  got  a  new  $595,000  m  i 
gage  and  put  some  of  the  borrowings  toward  a  hous 
Gainesville,  Ga. 

But  when  Strutton  went  to  sell  the  Chicago  home 
couldn't  get  $675,000.  Not  even  $600,000.  Buckling  ur 
the  weight  of  $4,700  in  monthly  mortgage  payments  ($1 
in  Georgia  and  $3,500  in  Illinois),  Strutton  gave  up.  Natic 
City  Mortgage  foreclosed  in  April  2000.  In  July  the  house 
finally  under  contract  at  around  $550,000. 

Said  Fed  Chairman  Alan  Greenspan  to  the  Senate  Ba 
ing  Committee  in  July,  "The  housing  sector  has  bee 
very  important  contributor  to  the  American  econon 
It  seems  that  Americans  are  rather  addicted  to  increc 
in  home  prices.  What  happens  when  those  prices  s 
increasing? 
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a  statistic  that  is  likely  to  shock  cost-conscious  business 
ives  and  managers:  According  to  CAP  Ventures,  Inc.  a  lead- 
nsulting  and  market  research  firm,  up  to  26%  of  all  docu- 
printed  for  business  purposes,  from  in-house  employee 
Is  to  glossy  marketing  brochures,  are  thrown  away  without 


1,000  digitally  connected  branch- 
es and  its  nationwide  sales  team 
of  account  managers  to  provide  a 
level  of  service  unmatched  in  the 
$1 1 5  billion  U.S.  print  market. 

"I  think  if  I  were  going  to  frame 
this  whole  thing,  I'd  call  it,  'The  copy 
guys  grow  up,'"  says 
Mark  Little,  Kinko's  senior 
vice  president  of  sales 
and  market  services. 
"The  copy  shop  company 
is  now  a  business  solu- 
tions company. " 

In  early  2001 ,  Ventura, 
California-based  Kinko's 
unveiled  a  new  custom- 
izable online  ordering 
and  printing  service  — 
Kinko's  DocStore.  This 
new  product  allows  busi- 
nesses to  store  and  cata- 
log frequently  needed  documents  and 
order  first-generation  reproductions  of  them 
in  exact  quantities  —  24  hours  a  day  from 
any  computer  with  Internet  access. 

Orders  through  Kinko's  DocStore  can  be 
processed  at  any  Kinko's  location,  each 
equipped  with  high-quality  digital  printers,  and  usually  can  be 
n  eye  trained  squarely  on  eliminating  costly  oversupply    shipped  or  delivered  within  one  day.  The  service  not  only  erases 
Dther  unnecessary  document-related  expenditures.  the  problem  of  wasteful  oversupply  with  just-in-time  efficiencies, 

si 

s  part  of  this  new  focus,  the  company  is  leveraging  its  but  also  eliminates  the  cost  of  warehousing  and  maintaining  pal- 
•rtise  from  more  than  30+  years  as  a  leader  in  document    lets  of  documents  waiting  to  be  used. 

Dduction  and  finishing,  its  global  network  of  more  than      "We  understand  that  saving  money  is  a  primary  objective  of 


'Being  the  light  of  day. 

it  means  in  a  run  of  5,000  sales  brochures, 
utfl"ily  750  will  be  lost  to  damage  or  benign 
ct  or,  more  likely,  discarded  because  the 
nation  they  impart  becomes  obsolete.  It 
lis  reams  of  documents  initially  created  to 
increase  the  bottom  line  are  actually  drag- 
it  down  as  they  tumble  to  the  depths  of 
tetecycling  bin  —  never  used.  In  document- 
M  isive  industries,  such  as  retail  for  example, 
Ventures  reports  that  companies  typically 
d  more  than  a  quarter  of  their  print  budget 
laterials  destined  for  no  greater  purpose 
gathering  dust. 

today's  increasingly  competitive  business  world  —  where 

electronically  on  a 

operations  can  make  or  break  a  business  —  such  waste  is  Kinko's-maintained 

ary  to  sound  management  practices, 
perhaps  no  surprise  then  that  Kinko's,  Inc.,  the  company 
pioneered  just-in-time  photocopying  and  document 
"w^ssing  at  the  retail  level,  is  now  positioned  as  a  one-stop 
ment  management  and  consulting  service  for  business  — 


can  store  their 
documents 


server  that  pro- 
vides them  with 
round-the-clock 
ordering  access. 
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"We  understand  that  saving  money  is  a  primary  objective  of  every  cor 
result  in  significant  cost-savings  for  the  clients."  Charlie  Morrison 


every  company,"  explains  Charlie  Morrison,  vice  president  of 
Product  Management.  "With  DocStore,  they'll  have  a  place 
where  all  their  documents  can  reside  online;  they  can  keep 
them  up-to-date  and  access  and  print  them  anytime  they  want. 
So  we  add  speed  and  convenience  to  the  equation,  which,  in 
the  end,  can  result  in  significant  cost-savings  for  the  clients." 

With  DocStore,  businesses  no  longer  need  to  keep  large 
inventories  of  obsolescence-prone  documents.  Instead,  they 
can  store  their  documents  electronically  on  a  Kinko's-maintained 
computer  server  that  provides  them  with  round-the-clock  order- 
ing access.  All  they  need  is  a  computer  and  Internet  access. 

The  digital  nature  of  the  service  also  means  that  documents  can 
be  customized  or  revised  and  updated  as  easily  as  e-mailing  new 
versions  to  an  employee.  Updated  documents  can  be  posted  on 
the  DocStore  online  catalog  and  readied  for  printing  within  one  day. 

With  Kinko's  DocStore,  human  resource  managers  can  order  the 
most  current  forms,  applications  and  training  manuals  for  new 
employees.  Sales  directors  can  be  certain  that  only  the  latest  mar- 
keting materials  make  it  into  the  briefcases  of  their  representatives 
in  the  field,  in  exactly  the  quantity  they  need.  No  more,  no  less. 

The  service  is  a  boon  to  fast-growing,  medium-size  compa- 
nies too  busy  focusing  on  their  core  business  to  manage  their 
document  needs  efficiently.  It  also  appeals  to  larger  corpora- 
tions looking  to  trim  costs  through  outsourcing. 

And,  it  is  ideal  for  companies  that  want  to  make  sure  employ- 
ees in  remote  regional  offices  have  access  to  the  same  documents 
with  the  most  current  information  and  uniform  brand  messaging. 

"Businesses  need  to  be  sure  their  sales  force  has  the  most  up- 
to-date  literature  representing  their  new  products,"  Little  says.  "Oth- 
erwise their  go-to-market  efforts  become  diluted  or  confused." 

At  the  same  time,  the  service  also  provides  flexibility,  allowing 
end-users  to  customize  blocks  of  information  and  graphics  within 
select  portions  of  documents.  If  a  company  chooses,  sales  rep- 
resentatives in  the  field,  for  example,  can  personalize  marketing 
material  with  their  own  names  and  contact  information  and  even 
sub  in  different  artwork  and  information  on  particular  products  and 
services  aimed  at  their  specific  customers. 

All  materials  printed  through  DocStore  are  first-generation 
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digital  originals,  not  watered-down  copies,  with  crisp  te  pners 
full-color  imaging.  And,  in  comparison  with  offset  pnntin 
ital  processing  allows  for  shorter  production  times  and 
expensive,  particularly  for  orders  under  1,000  pieces. 

In  fact,  a  primary  factor  behind  needless  oversupply  o 
ness  documents  is  that  offset  printing  houses  general 
their  customers  into  placing  large-volume  orders  to  achiev 
savings.  Businesses  think  they're  getting  significant 
breaks  by  ordering  5,000  marketing  documents,  but  the 
cally  fail  to  factor  in  the  percentage  of  the  run  that  will  fj 
bly  never  be  used.  In  those  instances,  the  real  cost  for 
printed  material  actually  used  can  be  as  much  as  doub 
original  per-piece  quote,  CAP  Ventures  finds.  Add  to 
expenses  the  cost  of  warehousing  large  quantities  of 
ments,  and  a  company's  return  on  investment  for  such  pr 
projects  can  erode  away  to  nothing. 

With  DocStore,  there's  no  need  to  order  more  docun 
than  you  need.  "When  you  select  the  Kinko's  solution,  y  | 
only  printing  what  you  need  when  you  need  it  and  payirn 
one  fixed  price  per  piece,"  says  Elizabeth  Armstrong,  the 
pany's  director  of  commercial  marketing. 

"Now  you  can  get  to  market  faster  with  new  materials 
notes.  "This  is  just-in-time  printing.  Today,  every  custom 
running  fast  to  keep  up  with  the  marketplace.  Their  pre 
cycles  are  shorter,  and  what  used  to  be  a  four-week  turnar 
for  preparing  files  can  now  be  done  in  one  day." 

Kinko's  also  gives  each  document  a  polished,  professi 
look  through  its  array  of  automated  finishing  services  frortj 
lating,  folding,  binding  and  stapling  to  tabs  and  full-color  co 
Closed-door  commercial  printing  and  finishing  centers  are 
available  for  more  complex  document  assembly. 

DocStore  is  just  the  latest  tool  in  Kinko's  compliment  of 
ness-targeted  offerings  that  stretches  back  to  1995  wher 
company  first  rolled  out  teams  of  regional  commercial  acc 
managers  to  help  address  their  document  solution  needs 

Today,  these  same  account  managers  put  the  human 
on  DocStore.  They're  actually  more  of  a  consulting 
Before  talking  logistics  and  deployment  with  pote 
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dd  speed  and  convenience  to  the  equation,  which,  in  the  end,  can 
fdent  of  Product  Management 

mers,  they'll  first  sit  down  with  clients  and  understand    and  cataloged  documents  and  can  update  document  listings 
j  particular  business  currently  manages  its  document   whenever  necessary.  Because  the  catalogs  reside  on  Kinko's 
;.  Working  together  with  customers,  account  managers    servers,  clients  don't  have  to  buy  or  install  any  hardware  or  soft- 
ware. In  addition,  commercial  account  managers  work  with  mana- 
gers at  the  Kinko's  store  selected  to  fulfill  orders,  ensuring  that 
each  document  is  produced  to  customer  specifications. 

"These  are  not  simple  copy  jobs,"  Little  explains.  "Cus- 
tomers are  entrusting  us  with  their  most  valuable  intellectual 
; ;  5  can  be  ordered.  The  Web  site  allows  customers  to  group    assets  and  we  take  that  responsibility  seriously, 
nents  by  category  such  as  "human  resources,"  "marketing"       "This  product  really  moves  us  beyond  our  copy  shop  heritage 
er  company-specific  listings.  It  also  provides  thumbnail  pre-   because  this  isn't  about  copies.  This  is  about  managing  mis- 
Mi  of  the  documents  to  be  ordered  so  users  can  see  exactly    sion-critical  documents.  Companies  in  today's  business  world 

are  working  harder  than  ever  to  grow  revenue  and  attract  and 
of  the  order  and  provides  a  list  of  quantity  and  pricing  infor-  retain  the  best  employees.  The  documents  that  support  these 
n  before  "checkout."  Date  due  and  shipping  and  delivery  efforts  are  becoming  more  and  more  important.  We're  thinking 
ctions  can  also  be  specified.  Orders  are  then  sent  electroni-   deeply  about  the  needs  of  business  customers  and  their  use  of 

documents  and  about  how  we  can  help  them  produce  their 
documents  more  effectively  and  efficiently."  ■ 


letermine  where  costs  can  be  reduced  and  efficiencies 
ved  by  making  select  documents  available  for  anytime 
printing  with  DocStore. 
rt,  a  Kinko's  technical  systems  analyst  is  brought  in  to  create 
)  site,  customized  for  each  customer,  where  chosen  docu- 


0  a  predetermined  Kinko's  location,  and  customers  are  billed 
gh  a  prearranged  payment  system.  Users  also  will  be  able  to 
the  status  of  their  order  online. 

1  is  Merritt,  director  of  product 
gement  who  oversaw  the  cre- 
of  DocStore,  says  each  cus- 
ir  Web  site  is  protected  by 
word  fields  and  high-security 
ijncryption  technology  to  pre- 
r transaction  monitoring  by  out- 
(sources.  Also,  computer  ser- 
sused  to  store  the  documents 
nrotected  by  state-of-the-art 
ronic  "firewalls." 
ko's  makes  setup  and  mainte- 

fe  of  DocStore  easy.  Catalogs 
e  accessed  through  the  client 
sanies'  intranets  or  directly 
gh  the  Kinko's  server  via  corn- 
specific  URLs.  A  Kinko's  tech- 
systems  analyst  oversees 
enance  of  customer  Web  sites  All  industries 
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Business  Services 


Banking/Finance/Insurance 


Advertising 


Kenny,  your 
Kinko's  co-worker 


Janice,  your 
Commercial 
Account  Manager 


"We  even  have  an  Account  Manager  who  will 
come  to  your  business  to  help  you  with  all  your  document  needs. 
Great  gig,  but  she  doesn't  get  to  wear  an  apron!' 

She  does,  however,  get  to  customize  a  plan  for  all  of  your  document  needs.  It's  all  part  of  a  great  service  we  call  Kinko's  custc 
business  solutions.  Your  Commercial  Account  Manager  will  get  a  clear  picture  of  your  business,  then  use  her  expertise  to  tailoi 
document  management  process  for  all  of  your  copying,  printing  and  finishing  needs.  She'll  work  with  the  Kinko's  team  dedicaC 
to  producing  quality  documents  on  time.  No  matter  how  big  or  small,  simple  or  complex.  Any  questions?  Call  1-888-KINKOS 
for  more  information  about  a  Kinko's  Commercial  Account  Manager  (a.k.a.  the  one  wearing  the  suit).  IcIlllCO'S 

we're  doing  mi 

MANUALS  &  REPORTS  •  BROCHURES  •  PRESENTATIONS  •  CHARTS  &  POSTERS  •  VOLUME  PRINTING  •  ELECTRONIC  FILE  SUBMISSION  •  PICKUP  &  DELIVE 
Open  24  hours  •  www.kinkos.com  •  America  Online  Keyword:  Kinko's  •  1-888-KINKOS-1 

Products  and  services  vary  by  location.  America  Online  is  a  registered  trademark  of  America  Online,  Inc.  Kinko's,  we're  doing  more  and  kinkos.com  are  proprietary  marks  of  Kinko's  Ventures.  Inc.  and  are  usei 
permission.  Kinko's  requires  written  permission  from  the  copyright  holder  in  order  to  reproduce  any  copyrighted  work.  ©2001  Kinko's,  Inc.  Alt  rights  reserved. 
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}>plit  Personality 

jin  Subway  appeal  at  once  to  fat-lovers  and 
Horie-counters?  Conflicting  ads  are  working 
i  far.  But  will  they  ultimately  create  confusion? 


RISHAWN  BIDDLE 

HOW  TO  SELL  MORE  SUBMA- 
rine  sandwiches  after  blan- 
keting America  with  Subway 
shops?  That  was  Frederick 
DeLuca's  challenge  in  1997 
tan  sales  at  Subway,  the  nation's  sec- 
c  l-largest  fast-food  chain,  flattened 
ft  r  more  than  two  decades  of  steady 

ual  growth. 
3  When  DeLuca  learned  that  an  in- 
^  ising  number  of  customers  ate  Sub- 
is  '  hoagies  as  a  lower-fat  alternative  to 
)  gers,  he  made  a  line  of  seven  low-fat 
i  dwiches  the  basis  of  the  12,800-store 
tB  iin's  advertising  pitch  in  1998.  It  was  a 
5  -ible.  Fast-food  lovers  typically  don't 
a  it  what's  good  for  them,  but  Subway's 
i  >eal  worked,  boosting  sales  5%  to  $3.5 
I  ion  in  1998. 
It  helped  that  a  number  of  people  al- 


ready believed  Subway  was  a  healthier 
fast-food  choice.  It  also  helped  that  Sub- 
way signed  one  of  those  folks,  college  stu- 
dent Jared  Fogle,  as  ad  pitchman.  Fogle, 
who  claims  to  have  lost  245  pounds  on  a 
diet  of  Subway  turkey  and  foot-long  veg- 
gie subs,  started  hawking  the  "Subway 
Diet"  in  commercials  last  year.  Con- 
sumers loved  his  tale  and  Subway's  sales 
climbed  19%  in  2000  while  the  restau- 
rant industry  was  managing  just  4.4%. 

Subway  was  back  on  track  by  last 
summer,  but  DeLuca,  53,  fretted  that 
Subway's  high-profile  low-fat  position- 
ing didn't  appeal  to  hungry  young  men 
who  care  more  about  taste  than  fat  con- 
tent. As  lared  continued  to  talk  up  veggie 
subs  in  ads,  DeLuca  introduced  new 
calorie- rich  sandwiches,  such  as  a  steak- 
and-cheese  sub  dripping  with  chili  sauce. 
He  even  scrapped  Subway's  signature  U- 


wedge  bread  because  cus- 
tomers complained  it  made 
sandwiches  seem  less  meaty. 
"Some  people  don't  care 
how  healthy  our  food  is,  so 
we've  got  to  make  sure  they 
have  something  to  eat  too," 
he  says. 

But  how  to  pitch  the 
sauce-drenched  stuff  with 
Jared  the  healthy  eater  mak- 
ing such  a  splash?  Instead  of 
dumping  the  health-ori- 
ented commercials  for  ads 
that  pitched  all  types  of  Sub- 
way sandwiches,  DeLuca  or- 
dered up  a  separate  cam- 
paign for  big  eaters.  The  first 
ads  featured  a  pushy  shadow 
puppet  who  urged  food 
lovers  to  go  to  Subway  for 
more  traditional  subs.  Sales 
|  at  the  privately  held  chain, 
owned  by  Doctors  Associ- 
ates in  Milford,  Conn.,  jumped  12%  in 
the  third  quarter  of  2000,  the  same  time 
the  puppet  ads  broke. 

DeLuca  thought  he  could  do  better. 
The  puppet,  a  grating  character,  was  sud- 
denly replaced  in  July  by  a  sarcastic  pitch- 
man named  Jim — sort  of  an  anti- 
Jared — who  hawks  Subway's  full-calorie 
sandwiches.  Could  be  the  puppet  was  a 
bad  idea.  Or  it's  possible  that  Subway's 
plan  to  run  dual — and  in  this  case,  duel- 
ing— ad  pitches  is  creating  confusion. 
Are  Subway  sandwiches  low-calorie  or 
calorie-drenched?  The  shared  tagline, 
"Eat  Fresh,"  doesn't  really  clear  up  that 
question. 

It's  too  soon  to  tell  how  Subway  sales 
are  holding  up  in  200 1 ,  which  will  be  the 
first  full  year  the  chain  made  the  unusual 
move  of  dividing  its  $65  million  national 
ad  budget  between  two  campaigns  cre- 
ated by  ad  agency  Messner  Vetere  Berger 
McNamee  Schmetterer/Euro  RSCG.  "It's 
possible  that  people  only  hear  the  parts 
of  the  message  that  appeal  to  them,"  says 
Michael  Markowitz,  a  marketing  consul- 
tant in  Sante  Fe. 

Too  bad  Burger  King  coined  "Have 
it  your  way."  F 
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ORT  completely  overhauled  handbag  maker  Coach.  Then  the  real  work  begai 

BY  JOANNE  GORDON 


86     FORBES.  Septembers, 


2001 


EWIS  FRANKFORT  PLANTS  HIS 
elbows  on  a  conference  table 
and,  head  in  hands,  faces  a 
squawk  box.  "Let's  hit  it,"  says 
■■Coach  Corp.'s  chief  executive, 
in  the  other  end  of  the  speakerphone 
arket  research  executive  reports  on  a 
of  400  Japanese  women  who  made 
:nt  purchases.  Coach  desperately 
,ts  more  than  its  3%  share  of  Japan's 
)illion-a-year  business  of  handbags 
accessories.  After  a  minute  Frankfort 
is  back  in  his  chair.  "I'm  thrilled,"  he 
raspily.  The  key  results:  37%  of  the 
nen  who  bought  Coach's  latest  Sig- 
lre  line  were  first-time  Coach  buyers; 
b  were  under  26  years  old — proof 
the  latest  design  was  luring  younger 
tomers  at  the  expense  of  rivals  like 
xi  and  Prada. 
This  is  what  the  aftermath  of  a 
<eover  looks  like.  Since  1996 — when 
jmen  were  walking  around  with 
ich  wallets  in  their  Prada  handbags," 
:rankfort,  55,  puts  it — the  company 
turned  itself  from  a  staid  leather 
dbag  maker  into  a  fashion  brand  that 
v  sells  hip,  multistyled  bags,  clothes, 
es,  jewelry  and  accessories.  Frankfort 
d  10  of  his  12  senior  executives.  He 
sourced  85%  of  manufacturing  to 
t  Asia,  the  Caribbean  and  Europe — 
from  25%.  Under  a  new  head  de- 
i  jner,  Reed  Krakoff,  who 
|  rie  from  Tommy  Hilfiger, 
es  have  proliferated  from 
all-leather  designs  in 
ted  colors  to  some  130, 
easonal  palettes  and  fab- 
I  i;  new  products  flow  into 
Mres  every  month  instead 
^quarterly.  And  80  of  the 
»p  retail  outlets  owned  by 
ijrach  now  sport  sleek  white 
fepwcases,  replacing  the 
)fk  wood  library  look. 
II A  mighty  payback  so 
ff.  For  fiscal  2001  ended 
ji|ie  30,  sales  rose  12%  to 
ill 6  million,  and  operat- 
ic income  (earnings  be- 
'e  interest,  tax  and  depre- 
ition)  jumped  81%  to 


$102  million.  Since  its  October  2000 
public  offering,  the  stock  has  more  than 
doubled  to  $37. 

But  Frankfort  isn't  sitting  on  his 
hands.  He  is  a  serial  tinkerer,  relentlessly 
testing  new  ideas,  rethinking  last  quar- 
ter's decisions.  He  made  an  improbable 
leap  to  the  company  in  1979  from  head 
of  New  York  City's  Agency  for  Child  De- 
velopment and  on  through  Coach's  ac- 
quisition by  Sara  Lee  Corp.  (which  split 
off  its  81%  stake  to  shareholders  in 
April).  His  favorite  tool  now,  as  always,  is 
market  research — Coach  spends  about 
$2.5  million  a  year  on  consumer  surveys, 
generous  for  a  company  its  size,  says 
Margaret  Mager,  retail  analyst  at  Gold- 
man Sachs. 

There  are  telephone  surveys  of  500 
or  so  people  at  a  time  to  gauge  brand 
awareness  and  consumers'  shifting  tastes. 
One  such  study  concluded  that  Coach 
hadn't  gone  far  enough  in  restyling  its 
bags,  so  it  covered  its  purses  with  a  new, 
bolder  "C"  logo;  the  resulting  Signature 
collection  is  now  its  bestselling  line. 
There  are  in-store  polls  to  test  samples 
of  new  designs  before  they're  mass-pro- 
duced. Frankfort  is  partial  to  what  he 
calls  "quick  and  dirty"  research:  last 
minute,  short-term  surveys  that  aren't 
statistically  accurate  but  yield  results 
telling  enough  to  affect  or  confirm  strat- 
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While  looking  to  change,  Coach  didn't  mess  with  the  classic  traits 
that  had  hooked  longtime  customers.  Here's  what  wasn't  touched. 

THE  TAG 

It's  become  a  status  symbol. 
Women  like  the  logo-embossed 
tags  to  dangle  from  their  bags. 

FUNCTION  FIRST 
Every  piece  of  the 
purse  has  a  purpose. 
No  extraneous  buck- 
les, zippers  or  chains. 

QUALITY 

Bags  must  keep  their 
shape,  have  straight 
double-stitching,  rein- 
forced edges  and  no 
loose  threads. 

PRICING 

Handbags  have  never  gone  on  sale  in  Coach's  stores. 


egy,  like  the  recent  Japanese  poll. 

Frankfort  has  an  almost  Talmudic 
fascination  with  regional  sales  reports — 
and  instructs  his  stores  to  restock  ac- 
cordingly. When  Coach  introduced  bags 
in  mixed  materials  in  March  1998,  for 
example,  New  Yorkers  gobbled  them  up. 
It  took  a  year  before  Midwesterners 
started  buying.  Customers  in  suburban 
Chicago  still  prefer  more  classic-looking 
Coach  bags  to  the  saucier  models. 

Leaving  his  Manhattan  office,  Frank- 
fort periodically  walks  the  floors  of  de- 
partment stores — which  account  for 
13%  of  Coach  sales — and  chats  up  cus- 
tomers. That's  how  he  knows  the  Inter- 
net will  never  be  a  big  sales  channel  for 
Coach,  just  a  way  to  push  women  into 
stores.  Women  are  tactile  shoppers  and 
need  to  try  bags  on  in  front  of  mirrors, 
feel  the  material,  ask  friends'  opinions. 

Frankfort  likes  to  look  and  feel,  too. 
Coach  rejects  five  potential  manufactur- 
ers for  every  new  one  it  picks  and  sends 
someone  on  spot  visits  weekly.  This  fall 
each  subcontractor  will  receive  a  book  of 
production  standards  that  outlines, 
among  other  things,  how  to  inspect  raw 
materials  (leather  can't  be  too  soft)  and 
how  to  align  the  edges  of  purses.  Frank- 
fort got  in  on  the  act  when  brass-plated 
zippers  and  rings  became  tarnished  as 
they  traveled  from  one  handbag  factory 
to  another.  The  solution  was 
a  lacquer  coating  to  retard 
oxidation.  Miss  a  little  detail 
like  that  and  you  offend  a 
customer. 

When  Frankfort's  con- 
stant monitoring  morphs 
into  meddling,  his  lieu- 
tenants push  back.  "He 
tries  to  be  a  micromanager 
and  you  just  say  'Lew,  go 
away,'  and  he  does,"  says 
David  DeMattei,  retail  di- 
vision president.  "You  have 
to  be  willing  to  tell  Lew  his 
opinion  is  out  of  date." 
Though  you'd  better  be- 
lieve he's  probably  going  to 
try  it  out  on  his  customers 
just  to  be  sure.  F 
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What's  my  job  description? 
Create  the  architecture  to 
replace  18  separate  legacy 
systems  with  one  integrated 
solution  for  Qantas  so  36 
downstream  customers 
can  access  information 
faster.  Can  I  do  all  that? 
Definitely.  Because... 


THIS  IS  THE  AIRLINE  BUSINE 


QANTAS 

 AND  

FUJITSU 
BUSINESS 
CONSULTING 


When  Doug  Meagher,  general  manager  of  the  airline's  integrated 
revenue  information  systems,  needed  a  streamlined  interface 
between  multiple  data  systems,  he  called  DMR  Consulting,  a 
Fujitsu  company.  Together  they've  developed  a  sophisticated  data 
repository  to  simplify  revenue  information  distribution.  So  airline 
management  can  make  crucial  business  decisions  faster.  Get 
the  whole  story  at  us.fujitsu.com/casestudy/.  You'll  discover  that 
when  you  partner  with  a  company  that  has  60,000  service  and 
support  professionals  worldwide,  you  can  accomplish  anything. 


c'2001  Fujitsu.  All  rights  reserved. 


ID  I  CAN  MAKE  ANYTHING 


FLY. 


FUJITSU 


THE    POSSIBILITIES    ARE  INFINITE 


www.fujitsu.com 
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USED  CATHETERS  FOR  SAL 


Meet  the  company  whose  best  friend  is— surprise!— the  FDA. 


BY  CHANDRANI  GHOSH 

■  T  IS  THE  RARE  ENTREPRENEUR  WHO 
Bbegs  for  government  control.  But 

■  Charles  A.  Masek  Jr.  and  his  partner, 
Mark  Salomon,  felt  they  had  no  choice. 
Their  tiny  Vanguard  Medical  Concepts 
of  Lakeland,  Fla.  was  struggling  to  find 
customers  for  its  business — reprocessing 
disposable  medical  equipment,  from 
mattresses,  surgical  scissors  and  saw 
blades  to  sensors  that  check  blood  oxy- 
gen levels.  The  pair  was  having  a  tough 
time  unloading  used  catheters,  even  at 
$250,  half  the  cost  of  new  ones. 

The  solution,  no  matter  how  distaste- 
ful: Have  the  Food  &  Drug  Administra- 
tion regulate  the  industry — to  set  stan- 
dards and  put  its  stamp  of  approval  on  the 
marketing  of  recycled  devices.  "In  my 
business,"  says  Masek,  "emotion  is  my 
biggest  foe  and  science  my  best  friend."  So 
in  1996,  four  years  after  they  cofounded 


Vanguard  with  $200,000  from  savings  and 
family  investments,  Masek  and  Salomon 
flew  to  Washington,  D.C.  and  met  with 
FDA  officials — who  didn't  see  the  urgency. 
They  hadn't  heard  any  complaints  about 
recycled  equipment,  but  agreed  to  hold 
meetings  with  industry  groups. 

Masek  knew  the  business  from  the 
ground  up,  having  started  out  repackag- 
ing items  that  had  been  opened  but  not 
used,  like  sutures  that  had  been  taken  out 
of  boxes  but  were  still  in  plastic.  At  the 
end  of  the  first  year  he  had  two  employ- 
ees, a  1,200-square-foot  plant  and 
$100,000  in  sales  from  ten  customers. 

Over  the  next  few  years  Vanguard  ex- 
panded by  decontaminating  used  devices 
sent  by  hospitals — the  few  it 
could  convince  to  do  busi-   sP'n  cycle:  Charles 
ness  with  it.  Many  hospitals   M^ek  is  counting  on 

/       r         FDA  rules  to  give 
recycle  disposable  medical   recyc|ed  devices  a 

devices  on  their  own  to  save  cleaner  image. 


money  (FORBES,  Mar.  22, 1999).  At 
guard,  the  products  go  through  a  s 
of  chemical  baths  and  rinsing  cycle 
to  four  rounds  in  very  powerful  alk 
detergents  for  products  like  arthrost 
wands  that  have  been  inside  the  b« 
After  a  final  rinsing  in  deionized  vi 
the  products  are  individually  insp< 
and  tested,  then  put  into  plastic  pack 
sterilized  with  ethylene  oxide  gas  an 
beled  for  shipment. 

At  FDA  hearings  that  began  in 
cember  1999,  Masek's  opponents  I 
manufacturers  of  new  equipment.  C 
panies  like  Vanguard  were  taking  ol 
$40  million  nibble  out  of  the  $60-biU 
a-year  disposable-device  market, 
original  manufacturers 
Johnson   &  Johnson 
Boston  Scientific  didn't  J 
an  inch.  The  safety  of  re^ 
devices  was  questioned  at 
hearings  and  in  front  of 
legislatures  and  public  health  boarc 
Illinois,  Florida,  California,  Ohio 
other  states.  "We  had  to  fight  them 
running  gun  battle  state  by  state,"  rei 
Masek,  who  presented  evidence  fori 
safety  of  his  business — no  recalls  » 
million  devices — to  dozens  of  lawn] 
ers  and  public  health  boards.  Vangu 
prevailed.  Even  hearings  in  Congress 
year  went  nowhere. 

In  August  2000  the  FDA  annouri 
it  would  regulate  the  business, 
processors  must  prove  the  efficacy  of 
cleaning  process  and  of  the  recycled 
vices  and,  in  some  cases,  run  clinical 
als.  The  cost  of  compliance — Vangu 
has  spent  more  than  $1.5  million — 
drive  most  of  the  20  smaller  concerns 
of  business.  But  it  has  been  a  bona 
for  Masek.  Since  the  announceme 
more  than  2,000  additional  hospii 
have  signed  service  contracts  with  V 
guard.  Sales  are  up  55%  so  far  this  y 
over  last.  Vanguard,  Masek  claims,  sho 
earn  $1.4  million  on  revenues  of  \ 
million  in  2001. 
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Mailable  with  shoe 
izes  10  and  up. 


ros . 


id  i 
iai 


Men  usually  have  wider  wrists,  too:  the  GST  Chrono 
Automatic.  A  mechanical  chronograph  made 
of  tough,  non-irritating  titanium.  Convex  sapphire  glass, 

hardness  degree  9.  Exclusive  IWC  bracelet  system. 
Water-resistant  to  400  feet.  Ref.  3707,  $3,995  (suggest- 
ed retail  price).  Also  available  in  stainless  steel. 


IWC 


Since  1868. 
And  for  as  long  as  there  are  men. 


THE  FAMILY  JEWELER  SINCE  1916 


VALLEY  FAIR  SHOPPING  CENTER  (408)  247-1767 
MON-FRI  10-9:30  SAT  10-9  SUN  11-7 

To  receive  a  one  year  FREE  subscription  to  WATCH  INTERNATIONAL 
and  complete  IWC  catalog  please  call  (800)  432-9330.  www.iwc.ch. 


THIS  ISN'T  EXACTLY  GARY 
Bloom's  dream  job.  In  No- 
vember, after  1 4  years  with 
the  mercurial  Larry  Ellison 
at  Oracle,  the  40-year-old 
Bloom  left  to  run  his  own  show  as  chief 
executive  of  Veritas  Software.  At  the 
time  Veritas  was  the  fourth-most-valu- 


able software  firm  in  the  world,  its  stock 
value  surging  on  boom  times  in  data 
storage. 

Veritas,  based  in  Mountain  View, 
Calif.,  produces  software  that  helps 
companies  back  up  and  replicate  data, 
access  stored  information  and  share 
data  among  myriad  devices.  It  holds 


first  or  second  place  in  most  of  its  t  L 
nesses,  and  it  seemed  the  ideal  safe 
bor  when  Bloom  signed  on.  In  Apr  . 
predicted  45%  to  50%  sales  growt 
2001,  up  from  $1.2  billion  last  year 
confidentiy  expected  $9  billion  in 
enue  in  five  years. 

Then  bad  things  started  to  hap 
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[  cutting  customers  stopped  buying 
{storage  gear,  hurting  sales  of  related 
rare.  In  July  storage  titan  EMC  said 
|;ond-quarter  sales  would  fall  nearly 
1  billion  dollars  short  of  estimates. 
:k  dropped  28%  that  day  and  is 
%  from  its  high  of  $105.  So  in  that 
Bloom  cut  his  growth  target  to 
Veritas'  stock  price  is  down  60% 
Bloom  joined  the  company.  "The 
omy  was  the  one  thing  I  didn't 
on.  When  I  first  started  I  thought 


swap  data  from  one  system  with  that  of 
another.  "Veritas  software  gives  you  the 
flexibility  to  quickly  change  how  you 
balance  information  across  devices  and 
how  you  replicate  it  across  pieces  of 
hardware,"  says  Morris  Taradalsky,  en- 
gineering chief  at  Exodus,  which  hosts 
Web  sites  and  storage  systems  for  4,500 
corporate  clients  using  equipment  from 
Compaq,  EMC  and  Sun. 

Bloom,  who  majored  in  computer 
science  at  California  Polytechnic  in  San 


 STORAGE 

opment  and  marketing  efforts  that  a 
rival  hardware  company  wouldn't  get. 
This  agnosticism  is  how  Oracle  gained 
an  advantage  over  IBM,  whose  DB2 
database  was  perceived  as  a  threat  to 
other  hardware  companies.  "DB2  was 
supposed  to  kill  Oracle,  but  it  never  got 
sales  cooperation  from  HP  and  Sun. 
Even  if  hardware  companies  develop 
the  software,  they'll  get  no  cooperation 
in  selling  it,"  Bloom  says. 

Veritas'  direct-sales  force  generates 


Show  Time 


|ry  Bloom  left  Oracle  to  prove  his  mettle  at  Veritas.  He'll  need  every  ounce  of  skill  to  do  it. 

BY  ERIKA  BROWN 


las  was  insulated,"  he  says.  But  he 
I  "What  are  we  going  to  do,  roll  over 
{die?  Retreat  is  not  the  answer." 
Ik's  especially  unwise  because  Veri- 
liust  compete  with  Computer  Asso- 
:ls,  Tivoli  and  Legato,  as  well  as  with 
ivare  from  hardware  makers  Sun, 
llett-Packard,  EMC  and  IBM,  once 
flggest  customers.  In  July  HP  bought 
lageApps  for  $350  million.  Sun  re- 
ly acquired  two  software  firms  that 
Sage  storage  networks  and  handle 
Iter  recovery,  areas  Bloom  wants  to 
1.  IBM  is  developing  software  to  tie 
|ige  equipment  to  its  DB2  database. 
I  has  bought  six  software  firms  in  a 
land  brags  that  75%  of  its  engineer- 
Itaff  is  devoted  to  software. 
Iltware  is  growing  faster  than 
other  piece  of  the  business," 
I  George  Mele,  EMC's  direc- 
|f  software  marketing. 
!"hat  leaves  Veritas  with  little 
ce  but  to  play  up  a  key  edge: 
software  is  agnostic — it 
Iks  with  most  any  brand  of 
ige  device,  while  EMC's,  say, 
ks  best  with  EMC  gear.  Veri- 
Doks  and  feels  the  same  on  a 
server  as  it  does  on  an  HP 
'nine,   letting  customers 


Luis  Obispo,  built  a  reputation  at  Ora- 
cle as  a  methodical  but  smooth  opera- 
tor who  could  deliver  on  Larry  Ellison's 
bravado.  At  Veritas  he  has  pushed  ur- 
gency and  focus.  He  imposed  a  new  re- 
view system — and  then  axed  the  bot- 
tom 5%  of  performers  last  quarter.  He 
has  a  hypnotic  way  of  speaking,  repeat- 
ing the  same  simple  phrases  until  they 
seep  in.  His  "3-D"  growth  strategy  has 
become  a  corporate  mantra:  "  'We  will 
expand  products,  platforms  and  geog- 
raphy' People  remember  it,  repeat  it 
and  live  by  it,"  he  says. 

Veritas  has  partnerships  with  Hi- 
tachi, Sun,  Oracle  and  others,  getting 
access  to  design  details  and  joint  devel- 


►  By  the  Number's 


Moore's  Law  for  Storage? 

As  demand  for  capacity  doubles  each  year,  storage 
boxes  get  cheaper  and  stronger. 


Average  size  of  a  data  warehouse 
Worldwide  storage 


consumption  in  2001  (doubling  annually). 
Annual  decline  of  capacity  cost. 
Annual  increase  of  disk  density. 


XA  terabyte  is  a  thousand  billion  bytes,  or  a  thousand  gigabytes.  ZA  petabyte  is  a 
thousand  terabytes.  Sources:  Merrill  Lynch;  McKinsey  &  Co. 


only  30%  of  revenue,  leaving  the  lion's 
share  to  middleman  resellers.  Bloom 
has  centralized  Veritas'  disparate  mar- 
keting teams,  recruited  a  former  Oracle 
executive  to  run  the  group  and  retained 
Oracle's  public  relations  firm  to  pump 
up  brand  cachet.  Posters  line  the  walls  at 
Veritas,  urging  workers  to  recruit  their 
friends.  Bloom  plans  to  increase  head 
count  by  30%  to  6,200  by  year-end,  at 
the  same  time  that  EMC  and  others  are 
laying  people  off.  "If  you  don't  invest  in 
and  attempt  to  grow  your  business,  it's  a 
self-fulfilling  prophecy  that  says  you 
won't  grow,"  he  says. 

Veritas  has  $1.5  billion  in  cash  and 
still  sports  a  $16  billion  market  cap  to 
keep  it  in  the  acquisition  game. 
It  is  considered  an  innovator  in 
the  new  market  for  storage  area 
networks.  But  Gary  Bloom 
clearly  has  bigger  things  in 
mind.  "After  being  in  the 
shadow  of  Larry  Ellison  for 
many  years,  I  had  to  break  out 
and  prove  to  myself  what  my 
skills  were  outside  of  Oracle,"  he 
says.  With  the  sorry  state  of  high 
tech,  it  may  be  a  while  before 
Bloom  can  really  show  the  world 
what  he's  made  of.  F 
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MINOLTA 


il  IIIHIMHMIIH  1  Ill 


he  looked  out  over  the  perfectly  manicured  grass  of  the  driving  range  at  Augusta  National,  perhaps  Sam  Snead  wasn't  really  there, 
rhaps,  in  his  mind,  he  was  a  kid  again,  sneaking  in  a  quick  three  on  an  overgrown  course  so  steep  it  was  nicknamed  'The  Goat  Course." 
ther  way,  he  was  swinging  like  he  was  a  kid. 

8:35  A.M.  on  Tuesday,  April  3,  2001,  Sam  Snead  stepped  onto  the  range  to  hit  a  few  balls  and  to  say  a  few  hellos.  He  ended  up 

tting  on  a  swing  clinic.  Very  few  golfers  swing  sweet  enough  to  make  people  stop  and  take  notice.  Only  one  can  still  do  it  at  the  age  of  89. 

Sam  took  his  place  and  started  to  hit,  one  by  one,  Palmer,  Watson,  Faldo  and  every  other  pro  put  their  clubs  down  and 

thered  around,  showing  their  respect  and  admiration  for  the  greatest  swing  in  golf  history. 

ball  after  ball  sailed  into  the  sky,  Sam  raised  his  head  and  watched  every  ball  find  a  home  in  that  great  green  expanse  of  grass, 
later  admitted  that  at  his  age  he  couldn't  see  exactly  where  they  landed.  But  he  didn't  need  to. 
II  I  saw  was  green.  But  I  could  feel  they  were  all  good." 

'hich  color  tells  your  story?  Minolta's  new  printer/copier/scanners  can  help  you  tell  it  in  vibrant  and  affordable  color.  Minolta  delivers  the  color  of  success: 
gh  quality,  continuous  color  as  fast  as  20  pages  per  minute.  To  learn  more  about  the  new  CF1501, 2001  and  9001,  visit  www.minoltausa.com. 


cheaper  I  better  I  faster  color 
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iAnywhen 


John  Chen  brought  Sybase  back  from  the  dead.  Now  he's  betting 
on  wireless  databases.  If  only  the  future  would  arrive  fast  enough. 


BY  CHANA  R.  SCHOENBERGER 

JOHN  CHEN  SEES  THE  FUTURE  OF 
Sybase  not  in  Emeryville,  Calif., 
where  the  once-high-flying  data- 
base maker  is  headquartered,  but  in  the 
college  town  of  Waterloo,  Ont.,  home 
to  200  employees  in  a  Sybase  division 
called  iAnywhere. 

IAnywhere  is  Sybase's  booming 
mobile-database  division,  turning  out 
sleek  and  slick  software  that  links  cell 
phones,  PalmPilots  and  the  like  to  big- 
ger databases  back  at  the  office.  It  is 
Chen's  little-noticed  weapon  in  the 
struggle  to  survive  a  vicious  squeeze 
that  almost  killed  Sybase  in  its  core  cor- 
porate database  market. 

At  the  high  end,  Oracle  Corp. 
trounced  Sybase  in  the  late  1 990s,  while 
Microsoft  pressured  from  the  bottom 
with  cheaper,  less  powerful  products. 
By  October  1998  Sybase  stock  hit  a  des- 
perate low  of  $4.75.  These  days  Sybase 
trades  in  the  $15  range,  and  Chen  tar- 
gets turf  where  the  lethal  giants  aren't 
as  entrenched:  wireless  databases,  Web 
server  software  and  internal  company 
portals.  "We  expect  these  markets  to  be 
really,  really  huge,"  says  Chen,  46,  a  for- 
mer head  of  Siemens  Nixdorf  s  Open 
Enterprise  Computing  Division  who 
joined  Sybase  as  president  in  1997. 
In  traditional  databases,  which  still 


Chen  spies 
competitors 
looming  on 
Sybase's 
horizon. 


make  up  65%  of  Sybase's  $960  million  in 
annual  revenue,  the  company  ranks  a  dis- 
tant fourth  with  just  4%  of  market  share. 
But  Sybase  commands  a  world-beating 
68%  of  the  mobile  database  market;  in 
that  business  the  firm's  sales  are  close  to 
$100  million  and  grew  21%  last  year.  Re- 
search firm  IDC  expects  the  mobile  mar- 
ket to  grow  to  $1.5  billion  in  four  years. 

The  problem:  Oracle  and  the  like  are 
pushing  to  catch  up  to  Sybase.  Compa- 
nies are  most  likely  to  buy  their  wireless 
software  from  the  firms  that  supply  their 
corporate  databases,  and  most  times  that 
means  Oracle,  IBM  or  Microsoft,  says 
Robert  Tholemeier  of  Wells  Fargo  Van 
Kasper.  Chen  accepts  this  fact  of  life  by 
making  iAnywhere's  products  work  well 
with  the  competition.  Its  SQL  Anywhere 
allocates  only  the  functions  a  user  needs, 
allowing  access  to  powerful  databases 
through  the  limited  resources  of  a  Palm, 
cell  phone  or  pager.  It  requires  as  little  as 
50,000  bytes  of  space;  Windows  XP  for 
PCs,  by  contrast,  will  gobble  up  1 .5  billion. 

IAnywhere   began   as  Watcom, 


CHEN  HOPES  TO  BUILD  UP 
IANYWHERE  AND  PERHAPS 
TAKE  IT  PUBLIC  NEXT  YEAR. 


founded  by  three 
versity  of  Waterloo 
in  1980.  It  merg 
1994  with  an  outfit 
Powersoft,  which  i 
was  acquired  by  Sy 
year  later;  last  year 
came  a  subsidiary. 

Redwood  City, 
based  iScribe  uses 
where  to  let  doctor: 
prescriptions  on 
and  zap  them  to  a 
macy.  The  datab 
able  to  track  what 
ications  a  patient 
order  the  new  dru 
check  whether  his  1 
plan  will  cover  it 
Sybase  product  Fin 
Fusion  is  used  b) 
omon  Smith  Barne 
Deutsche  Bank  to 
orders  to  traders 
send  e-mail  to  ban! 
Now  Chen  hop 
build  iAnywhere  into  a  business 
own  right,  perhaps  taking  it  public 
year.  In  June  he  lined  up  Casio  of  ] 
to  invest  $5  million  for  a  1%  sta 
iAnywhere,  valuing  it  at  $500  milli 
one-third  of  Sybase's  market  cap 
unit  that  provides  10%  of  sales, 
companies  will  push  a  "ruggedi 
Cassiopeia  organizer  with  a  12- 
battery  and  embedded  iAnywhere 
Last  month  iAnywhere  snagged  a 
million  pilot  project  with  NEC  to  lir 
4,000  gas  stations  in  Japan  for  trac 
purchases  and  for  credit-card  apprc 
But  Chen  needs  robust  spendir 
new  technology  and  the  advent  o 
"third-generation"  wireless  that 
add  video,  Web  access  and  moi 
handhelds.  Yet  tech  budgets  are  ge 
slashed,  and  the  telecom  collapse 
delayed  a  fast,  full-scale  3G  rollout, 
one  is  canceling  the  projects — th« 
simply  delayed  them  so 
what,"  says  Terry  Step 
president  of  the  iAnywher 
vision.  But  with  IBM,  Or 
and  Microsoft  closing  in,  C 
may  need  to  look  elsew 
for  iAnywhere. 


Co 
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Digital  Tools  By  Stephen  Manes 


(old  the  Phones 


THE  MOST  VALUABLE  PERSONAL  DIGITAL 
database  is  the  address  book  stored  on  a  PC 
or  an  organizer.  So  why  not  use  it  to 
dial  a  phone?  That's  the  idea  be- 
hind two  fancy  new  phones  with 
very  different  approaches — the 
$400  ArialPhone  from  the  epony- 
mous Vernon  Hills,  111.  company 
and  the  $120  Paraphone  from 
Arkon  Networks  of  Richmond, 
British  Columbia.  Both  share  a  com- 
mon technological  trait:  a  good  idea 
doomed  by  poor  execution. 

The  ArialPhone  is  a  cordless  headset 
with  a  single-line  base  station  linked  to  a 
Windows  PC's  USB  port.  After  a  shaky  in- 
stallation process,  it  lets  you  call  people 
listed  in  a  Windows  or  Outlook  address 
book  simply  by  pressing  the  headset's  lone 
button  and  saying  "Call  John  Doe." 

At  first  the  system  prompts  with  impeccable 
grammar  "Whom  would  you  like  to  call?" 
and  squawks  back  the  name  electronically 
for  confirmation.  Eventually  you  can  cancel 
the  chitchat  and  hope  the  system  gets  things 
t,  which  happens  more  often  than  not.  The  software  is 
enough  to  warn  of  duplicate  entries  and  ask  you  to  pick 
ong  home,  business  and  mobile  numbers. 
Connections  are  clear  and  relatively  noise-free,  thanks  to  a 
MHz  digital  frequency-hopping  design  that  lets  you  roam 
ii  to  150  feet  from  the  base.  The  batteries  take  roughly  an 
;  ur  and  a  half  to  charge  and  can  be  exchanged  midcall,  so  in 
:ory  you  are  never  without  juice.  The  snag:  It  can  take  longer 
: )  recharge  the  battery  than  for  the  battery  to  run  out  of  juice. 
And  ArialPhone  ran  into  trouble  distinguishing  among 
/eral  Jeffs  in  my  files.  On  a  different  name  it  huffed, 
ou're  not  currently  on  the  phone"  and  honked  a  rasp- 
irry  of  failure.  If  you  forget  to  press  the  button  and  say 
ang  up"  recognizably,  you  may  end  up  with  an  unexpect- 
y  busy  line  or  a  bill  you  hadn't  bargained  for.  And  when 

computer's  off,  so  is  ArialPhone. 
Worse,  the  software  ignores  the  way  phones  really  work, 
hone  doesn't  understand  extension  numbers,  and  things 
n  get  ugly  when  you  connect  to  automated  systems.  The 
ftware  will  emit  tones  if  you  press  the  button  on  the 

3"CVit"l-*#*C  I  Stephen  Manes  (steve@cranky.com)  is 
I  the  cohost  of  Digital  Duo,  a  weekly  public 
ievision  series.  Find  past  columns  at  www.forbes.com/manes. 


af  one  and 
ndspring: 
the  best  call. 


Two  new  phones 
use  address  books 
from  computers 
and  organizers— 
but  have  trouble 
just  being  phones. 


headset  and  say  "Press"  fol- 
lowed by  up  to  five  digits,  but 
since  ArialPhone  does  not  un- 
derstand the  alphabet,  directo- 
ries that  ask  you  to  spell  a  name 
on  the  keypad  you  don't  have 
will  drive  you  nuts.  The  five- 
digit  limit  makes  entering  an 
account  number  so  unwieldy 
that  the  manual  suggests  you 
"make  the  call  with  ArialPhone 
and  then  use  another  phone  to 
dial  the  digits."  Better  yet,  just 
use  another  phone,  period. 

The  Parafone  takes  advan- 
tage of  a  different  directory — 
the  one  in  a  Handspring 
Visor,  into  which  it  plugs.  It, 
too,  is  a  900  MHz  one-line 
phone,  but  an  analog  one  with 
nowhere  near  the  range  of  the 
ArialPhone.  It  sounded  okay 
to  people  I  called,  but  was  an- 
noyingly  staticky  on  my  end. 
When  you  slip  the  Parafone  into  the  Visor,  the  software 
appears  on  the  screen  and  integrates  with  the  address  book, 
letting  you  dial  by  picking  an  entry.  You  can  also  poke  an  on- 
screen keypad  or  speed-dial  from  labeled  buttons.  The  sys- 
tem records  the  numbers  of  your  100  most  recent  calls. 

Annoyances  abound,  including 
brief  power  outages  that  force  a 
return  to  the  battery-charging 
base  station  that  also  serves  as  a 
synchronizing  cradle  for  most 
(but  not  all)  Handspring  mod- 
els. Talk  time  is  three  hours,  but 
charge  time  is  an  interminable 
eight,  and  there's  no  provision 
for  charging  a  spare  battery  out- 
side the  unit.  With  the  Parafone 
plugged  in,  the  Visor's  internal 
power  can  run  down  quickly, 
too — to  the  point  where  a  low- 
battery  message  on  the  organizer 
kept  the  Parafone  from  receiving  calls. 

Somebody  may  get  this  right  someday. 
For  now,  if  you  want  a  cordless  phone, 
buy  one.  F 
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ArialPhone  base 
and  headset: 
Talk  is  not  cheap 


MONEY& INVESTING 


Selling 
Electrons 


Fund  manager  Michael  Prober 
sees  money  to  be  made  generating 
electricity  the  old-fashioned  way: 
with  coal  and  uranium. 


BY  JAMES  M.  CLASH 

DURING  A  RECENT  VISIT  TO 
the  Limerick  nuclear  plant  in 
Sanatoga,  Pa.,  Michael  Prober 
stops  under  three  high  ten- 
sion power  lines.  "Listen,"  he 
whispers,  as  a  half-million  volts  of  elec- 
tricity crackle  from  each  of  the  wires 
above.  "Isn't  it  wonderful?" 

Wonderful?  It's  certainly  eerie.  But 
to  Prober  that  crackling  means  money. 
As  manager  of  the  Cramer  Rosenthal 
McGlynn  Mid-Cap  Value  Fund,  he  has 
$4  million  invested  in  shares  of  Exelon, 
owner  of  the  Limerick  plant,  and  each 
megawatt-hour  generated  means  more 
returns  for  his  investors. 

Energy  isn't  the  only  thing  in  his  di- 
versified portfolio.  At  12%  of  assets, 
though,  it  is  his  second-largest  holding 
after  auto  dealers  (13%).  And  the  en- 
ergy he  likes  is  not  in  the  traditional  oil 
and  natural  gas  areas  that,  despite  re- 
cent pullbacks,  have  enjoyed  big  run- 
ups in  the  last  12  months.  No,  Prober 
likes  the  declasse  alternatives,  nuclear 
power  and  coal,  which  long  have  been 
neglected — nuclear  because  of  per- 
ceived dangers  following  the  Three 
Mile  Island  and  Chernobyl  disasters, 
coal  for  its  dirty  burn  and  contribution 
to  atmospheric  carbon. 

Nukes  and  coal  may  be  unfavorites 
of  the  environmental  crowd,  but  they 
make  nice  electrons.  Might  there  be  a 
power  glut  a  few  years  hence,  as  power 


producers  overreact  to  today's  short- 
ages? Perhaps.  But  Prober  says  his  two 
favorite  energy  sources  do  the  job 
cheaper,  and  so  will  have  an  edge.  The 
cost  to  produce  a  kilowatt-hour  of  elec- 
tricity using  natural  gas  is  2.8  cents.  But 
nuclear  and  coal  can  do  it  much  more 
cheaply — for  0.5  cents  and  1.5  cents,  re- 
spectively. (These  numbers  include  fuel 
and  operating  costs  but  not  deprecia- 
tion on  the  power  plant.) 

What  about  the  environmental  ob- 
jections? Nuclear  and  coal-emission 
technologies  have  advanced  mightily  in 
recent  years,  says  Prober,  and  the  Bush 
Administration  is  behind  both  energy 
sources.  Prober  expects  new  coal-fired 
plants  within  four  years  and  new  nu- 
clear ones  by  2010. 

Prober,  35,  comes  by  these  assess- 
ments from  his  value  orientation.  He 
looks  for  stocks  with  earnings  multiples 
discounted  to  the  market's.  His  $110 
million  portfolio  ($45  million  of  it  in 
the  retail  fund)  trades  at  a  weighted  av- 
erage 16  times  trailing  earnings.  (The 
S&P  goes  for  27  times.)  Of  the  1,200  or 
so  mid-cap  ($1  billion  to  $10  billion 
market  capitalization)  domestic  com- 
panies to  choose  from,  only  45  cur- 
rently make  the  grade  for  Prober's 
portfolio.  He  prefers  sparsely  covered 
companies  or  ones  with  low  analyst  ex- 
pectations. When  he  bought  Boston 
Scientific  this  May,  only  one  of  the  27 
analysts  covering  it  called  the  medical 


device  maker  a  buy. 

The  fund,  which 
Prober  has  been  running 
since  its  1998  inception, 
has  returned  an  annual 
21%  over  the  last  three 
years,  17  percentage 
points  above  the  S&P  500. 
So  far  this  year  the  fund 
is  up  7%,  while  the  S&P  is 
down  8%. 

Big  among  his  energy 
picks  is  Exelon,  which 
has  ten  nuclear  generat- 
ing stations  across  the 
U.S.  It  is  the  country's 
largest  nuclear  power 
producer,  with  an  output 
capability    of  17,000 
megawatts.  The  Downers 
Grove,  111.  company  is  the 
successor  to  the  generat- 
ing equipment  of  what 
used  to  be  known  as  Commonwea 
Edison  (the  big  Chicago  utility)  a 
Philadelphia  Electric.  Exelon  goes 
16  times  earnings  before  one-tiifM 
charges. 

Prober  likes  it  that  almost  all  of  I  ^ 
elon's  plants  are  in  Pennsylvania  a 
Illinois,  favorable  regulatory  enviro 
ments  for  nuclear  power,  and  that  E 
elon  is  mostly  a  wholesaler,  selling  ju: 
to  other  companies  that  distribute 
Prober  has  avoided  Entergy,  anoth 
such  power  producer  and  the  nation 


cto: 


- 
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ond-largest  nuke  owner,  because  its 
;  rtors  are  in  Louisiana  and  the  mid- 
ith,  where  state  regulators  are  less 
ndly  to  atomic  power. 
Exelon's  extensive  nuke  inventory, 
ber  says,  lessens  the  expense  of  plant 
.vntime.  When  one  reactor  is  down 
refueling,  for  example,  others  on  the 
1  will  ramp  up  to  pick  up  most  of  the 
:k.  Each  day  a  plant  is  closed  means 
vards  of  $500,000  in  lost  revenue.  Ex- 
n  is  also  reducing  the  time  a  particular 
int  is  down  for  servicing.  In  1997,  for 


example,  the  average  time  to  refuel  a  re- 
actor was  two  months;  last  year  it  was 
just  three  weeks. 

Prober  also  likes  Arch  Coal,  the  sec- 
ond-largest domestic  producer.  The 
price  of  coal  had  been  in  a  steady  de- 
cline for  two  decades,  bottoming  in  late 
1999  at  $5  per  ton  (at  the  mine  mouth). 
But  the  recent  electricity  crisis  made 
coal  double,  to  $10  per  ton;  Prober  ex- 
pects more  increases.  Unprofitable  in 
1999  and  2000,  Arch  has  seen  its  for- 
tunes reversed  in  200  l's  first  half. 


Power  Plays 


Michael  Prober  says  these 
nuclear  power  and  coal 
stocks,  all  of  which  are  in 
his  portfolio,  will  appreciate 
by  50%  within  two  years. 
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NA:  Not  applicable,  trading  resumed  in 
August  after  emergence  from  bankruptcy. 
NM:  Not  meaningful. 

Sources:  Cramer  Rosenthal  McGlynn;  Forbes. 


Another  coal  company 
Prober  likes  is  Massey  En- 
ergy, a  recent  spinoff  from 
Fluor  Corp.  He  began  buy- 
ing last  year  at  $14.  Today,  at 
a  recent  $17,  it's  trading  at  17  times 
earnings.  A  crackdown  on  greenhouse 
gases  would  hurt  coal  more  than  other 
fuels,  but  Prober  doesn't  expect  that  to 
happen  anytime  soon. 

The  no-load  CRM  Mid-Cap  Value 
Fund  has  below-average  annual  ex- 
penses of  $1.15  per  $100  of  assets.  Min- 
imum investment  is  $10,000  directly 
with  the  fund,  $2,500  through  Schwab's 
fund  supermarket.  Or  you  can  buy 
some  of  Prober's  picks  directly  (see 
table  above).  F 
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FUND  SURVEY  j  CLOSED-END 

Best  Buys 

Our  rule  of  thumb:  Don't  even  consider 
a  closed-end  unless  its  discount  is  large 
in  comparison  to  its  expense  ratio.  . 

BY  DANIEL  KRUGER  WITH  BRENDAN  COFFEY 

W!  IY  IS  OUR  LIST  OF  BEST  BUYS  IN  CLOSED-END  FUNDS 
so  scrawny  this  year?  Because  we're  picky.  We  don't 
think  you  should  buy  a  closed-end  stock  fund  unless 
you  can  buy  it  at  a  discount  of  at  least  ten  times  the  expense 
ratio.  With  closed-ends  picking  up  in  popularity  recendy,  the 
discounts  are  narrowing.  The  bargains  are  hard  to  find. 

First,  some  definitions.  The  discount  is  the 
spread  between  the  portfolio  value  of  a  fund 
share  and  its  trading  price.  If  there's  $10  a 
share  in  portfolio  assets  and  the  fund's 
shares  change  hands  on  the  New  York 
Stock  Exchange  at  $7.50,  the  discount  is 
25%.  The  expense  ratio  is  the  percentage  of 
your  money  raked  off  every  year  by  the 
folks  who  operate  the  fund. 

High  expenses  are  a  drag  on  any  kind  of 
fund  but  are  downright  poisonous  in  a  closed- 
end.  Remember,  if  you  feel  you  are  getting  a  bad  deal 
from  the  operator  of  an  open-end  fund  (the  kind  covered 
in  the  Aug.  20  FORBES),  you  simply  redeem  your  shares. 
Closed-end  funds,  in  contrast,  have  no  redemption  privi- 
leges. If  you  want  out  you  have  to  unload  your  shares  on  an- 
other investor,  and  that  new  holder  may  insist  on  a  discount. 
The  more  severe  the  expense  burden,  the  deeper  the  discount 
is  likely  to  be. 

In  the  past  12  months  closed-end  funds  have  enjoyed  a 
new  bout  of  popularity,  causing  discounts  to  narrow.  But 
their  expense  ratios  are  as  burdensome  as  ever.  Hence,  good 
buys  are  scarce.  We  found  only  three  equity  closed-ends 
worth  a  look  under  the  10-times-expenses  formula.  Among 
bond  closed-ends,  where  meager  distributions  make  the  ex- 
pense ratio  more  painful,  we  insist  on  a  discount  16  times  ex- 


penses. That  left  only  two  bargains. 

The  Adams  Express  fund,  which  owns  stocks,  make 
Best  Buy  list  by  dint  of  its  rock-bottom  expense  ratio  of  C 
and  its  so-so  recent  10%  discount.  But  just  being  cheaf 
the  whole  story.  Is  the  Adams  portfolio  one  you  want? ' 
are  big  concentrations  in  battered  tech  (Cisco,  Solectron 
telecom  (Nokia)  stocks.  Fund  manager  Douglas  Ober  is 
ing  cell  phone  makers  on  the  theory  that  they  will  b< 
from  the  development  of  third-generation  wireless  serv 
Best  Buy  Bergstrom  Capital,  with  a  6.1%  discount ; 
0.49%  expense  ratio,  also  has  a  heavy  tech  reliance  th;i 
taken  a  toll  in  performance  lately.  Bergstrom  has  made  a 
owning  shares  in  biotech  firm  Amgenfsee  story,  p.  118) 
the  position  accounts  for  9.3%  of  assets.  If  you  don 
tech,  stay  away  from  this  bargain. 

For  investors  who  want  some  insur 
against  inflation,  we  recommend  ASA 
ited,  which  holds  gold  and  platinum 
ing  companies.  The  19.9%  discount 
times  the  expense  ratio.  One  caution 
penses  have  trended  ominously  upwa 
this  veteran  closed-end,  almost  doul 
from  the  level  in  1995  to  $1.15  per  $1( 
assets  currently.  ASA  contends  that  mo 
the  expense  ratio  gain  is  no  more  than  a  re 
tion  of  the  fact  that  the  portfolio  size  has  fallen 
the  price  of  gold.  If  and  when  gold  rebounds,  the  exp 
ratio  should  drop. 

Two  municipal  bond  funds  from  Merrill  Lynch  mak< 
Best  Buy  cut,  and  their  low  expenses  are  the  reason.  (Nei 
has  been  around  for  the  five  years  needed  for  us  to  issue 
ter  grades.)  MuniHoldings  New  York  Insured  has  a  r 
0.65%  in  expenses,  against  a  discount  20  times  that.  A  | 
tion,  at  least  for  those  who  are  worried  about  inflation: 
fund  is  40%  leveraged,  magnifying  performance  by  borr 
ing  at  low  short-term  rates  to  invest  in  long-term  bonds. 

If  you  can't  find  a  suitable  closed-end  at  an  affordable  p 
don't  despair.  You  can  always  take  a  pass  on  the  sector  and 
your  money  into  open-ends  instead.  Get  a  no-load,  anc 
assured  of  getting  in  and  out  at  100  cents  on  the  dollar. 


MANY  ARE  CALLED.  FEW  ARE  CHOSEN  Alas,  our  closed-end  Best  Buys  aren't  as  numerous  this  year  as  last. 


Market 
performance 
UP  DOWN 
▲  ▼ 

FUND 

3-YEAR 
ANNUALIZED 
TOTAL 
RETURN 

ASSETS 
6/30/01 
(SMIL) 

RECENT 

DISCOUNT 

52-WEEK 
AVERAGE 

ANNUAL 
EXPENSES 
PER 
$100 

MANAGER  (YEARS) 

Stock  funds 

F  A 

ASA  Limited 

11.1% 

$227 

-19.9% 

-18.6% 

$1.15 

Ronald  McCarthy  (1 

C  D 

Adams  Express 

4.7 

1,615 

-10.0 

-9.5 

0.24 

Douglas  Ober  (10) 

B  D 

Bergstrom  Capital 

10.0 

179 

-6.1 

-3.1 

0.49 

Multiple  managers  (1 

Bond  funds 

MuniHoldings  New  York  Insured 

5.3 

465 

-12.9 

-12.2 

0.65  a 

Roberto  Roffo  (4) 

MuniHoldings  New  Jersey  Insured 

4.5 

300 

-13.1 

-103 

0.68  a 

Robert  Sneeden  (3) 

Performance  and  discount  data  as  of  July  31.  a:  Net  of  absorption  of  expenses  by  fund  sponsor.  Sources:  Forbes;  Upper  Inc.;  Morgan  Stanley  Capital  International. 
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The  sixrspeed,  240-horsepower,  0-60  in  less  than  six  seconds  I  londa  S2000. 
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FUND  SURVEY  j  CLOSED-END 


Who's  Buying  This  Junk? 

Investors  with  a  thirst  for  yield  and  a  very  dim  understanding  of  portfolios  are  bidding  up 
some  closed-end  funds  to  absurd  premiums.  Then  there's  the  vexing  default  problem. 


BY  RICHARD  PHALON 

■  N  THE  PRECEDING  STORY 

■  we  noted  that  discounts 
Bon  closed-end  funds  are 
getting  rather  narrow  and 
good  buys  extremely  hard  to 
find.  There's  a  flip  side  to 
this  story:  For  a  small  group 
of  funds,  the  discount  is  not 
a  discount  at  all  but  a  pre- 
mium. Investors  are  paying 
more  than  liquidating  value 
to  get  shares  of  closed-ends. 
For  a  very  few  funds,  this 
premium  has  reached  pre- 
posterous proportions.  MFS 
Special  Value  Trust,  which 
owns  a  mix  of  stocks  and 
junk  bonds,  is  trading  at  a 
60%  premium  to  its  $9.88 
portfolio  value.  BlackRock 

High  Yield,  which  is  a  pure  junk  bond 
play,  is  going  for  a  41%  premium  to  its 
$8.75  portfolio  value. 

Who's  buying  this  junk?  What 
could  they  be  thinking? 

With  interest  rates  dropping,  it  ap- 
pears that  investors  in  these  funds  are 
going  for  their  hefty  yields.  The  MFS 
fund's  $2.15  payout  last  year  from  in- 
vestment operations  and  paid-in  capi- 
tal is  a  staggering  21.8%  of  its  net  asset 
value  and  a  still-high  10.4%  of  the 
fund's  price  on  the  New  York  Stock  Ex- 
change. The  BlackRock  fund  dishes  out 
distributions  running  to  12.4%  of  the 
share  price.  Those  yields  look  fabulous 
in  comparison  with  what  you  can  get 
on  a  safe  bond.  Long-term  U.S.  Trea- 
surys  are  paying  5.6%  these  days. 

How  do  these  funds  get  their  yields 
so  high?  Both  buy  high-yield,  low-qual- 
ity bonds,  whose  high  yields  come  at 
the  potential  cost  of  considerable  losses 


on  defaults.  Also,  MFS  sometimes  has 
capital  gains  to  throw  in.  BiackRock 
borrows  at  short-term  rates  to  buy 
longer-term  bonds;  as  long  as  the  yield 
curve  tips  upward  (as  it's  doing  now), 
that's  a  way  to  amplify  yields.  It's  a  risky 
way,  however.  In  the  event  of  any  de- 
faults in  the  portfolio,  the  losses  are 
magnified. 

Defaults  on  high-yield  securities 
happen  even  in  good  times,  and  in  pe- 
riods of  economic  weakness  they  be- 
come more  common.  According  to 
Moody's  Investors  Service,  the  default 
rate  in  the  high-yield  sector  isn't  yet  at 
the  13%  (annualized)  level  of  July  1991. 
But  at  8.2%,  up  from  5.8%  in  1999,  it  is 
disconcerting  enough. 

Sooner  or  later  it  is  almost  in- 
evitable that  defaults  will  cut  into  any 
junk  portfolio's  value.  So  will  paying 
distributions  out  of  principal — 
whether  from  realized  capital  gains  or 


from  liquidations — ir| 
sense  earned.  It  is  note^ 
thy  that  the  MFS  fund's 
sets  have  shrunk  from  $ 
million  to  $67.5  million 
the  past  decade.  If  the  p 
folio  shrinks  more,  the  t 
dend  will  become  even  n 
precarious. 

"If  they  have  to  cut 
dividend,  you'll  see  that 
mium  die  in  a  day,"  w 
Phillip  Goldstein,  a  PI 
antville,  N.Y.  arbitrager 
specializes  in  closed-end 
lot  of  people  are  going  t< 
left  holding  the  bag." 

Buyers  of  the  BlackP 
and  MFS  funds  aren't  the  ■ 
dimwits  on  Wall  Street.  Arr 
the  33  listed  junk  closed-e 
nearly  a  third  are  at  premiums  of  159 
more.  Some  of  the  same  unbuttoned 
thusiasm  has  spilled  over  into  domt 
equity  funds,  where  even  a  plain-va 
offering  like  the  Gabelli  Equity  Tru 
overseen  by  celebrity  money  man 
Mario  Gabelli — has  been  pumped  u 
as  high  as  a  20%  premium. 

"Gabelli's  a  good  guy,  but  not  a 
nius,"  says  Goldstein  the  arb.  Ther 
adds  with  a  shrug:  "I  don't  th 
closed-end  investors  really  know  w 
they're  buying." 

Are  you  the  sort  of  person  tc 
captivated  by  a  10%  "yield"?  Do 
like  junk?  There's  a  better  way  to  ft 
your  wants.  Put  your  money  in  a  L 
expense  junk  fund,  like  Vanguar 
Reinvest  all  payouts.  Then  instruct 
fund  operator  to  liquidate  10%  of  y 
account  every  Jan.  1.  The  premi 
you  pay  for  this  portfolio  would 
0%,  not  61%. 


T7r|f  C  j  This  vear  our  fu"  listing  of  closed-end  funds  is  available  only  on  our  Web  site.  Complete  rundowns  of  286  closed-ends— including  exp 
1*31  —icon.  I  ratios  and  letter  grades  for  up  and  down  markets-can  be  found  at  www.forbes.com/fundsurvey. 
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POINT 


Commerzbank's 

international  banking  and  finance 
capabilities  in  perspective 


Seeking  added  value  for  your 
nvestment  portfolio? 

!all  in  the  experts  from  Commerzbank. 


lore  than  ever  before,  effective  asset  manage- 
ent  depends  on  experienced  managers  with  the 
cills  and  resources  to  build  portfolios  in  line 
ith  each  client's  specific  objectives. 

lat  is  why  alert  institutional  investors  and  indi- 
duals  with  sizable  portfolios  are  turning  more 
id  more  to  Commerzbank,  one  of  Europe's  most 
•ominent  financial  groups.  By  combining  on-the- 
)ot  research  in  key  global  financial  centers  with 
multi-product,  multi-asset,  multi-investment 


approach,  our  portfolio  managers  have  the  capabilities 
to  bring  assets  into  an  optimally  weighted  balance  of 
risk  and  opportunity.  Added  value  is  a  logical  conse- 
quence of  this  time-tested  approach. 

When  you  work  with  Commerzbank,  you  benefit 
from  a  full  range  of  asset  management  products  and 
services,  26  operations  in  13  countries,  and  a  team 
of  value-driven  specialists  dedicated  to  building 
rewarding  long-term  client  relationships.  This  solid 
combination  is  a  core  strength  of  the  Group. 


EXCELLENCE  IN  RESEARCH 


An  integral  part  of  Commerzbank's  international  experience  built  up  over  130  years  is  the  excellence 
of  the  Group's  research.  Both  the  quality  and  scope  of  our  research  are  recognized  by  policy  makers,  the  business  and  financial  community 
and  the  press  around  the  world.  For  more  information  about  Commerzbank's  broad  research  capabilities,  just  contact  us  in  Frankfurt 
lvolkswirtschaft@commerzbank.com),  London  (comsec@commerzbankib.com),  Prague  (research@ccme.cz).  New  York  (cbmailbox@cbkna.com), 
Singapore  (Fax  +65  225  39  43),  or  Tokyo  (cbkjapan@gol.com).  Or  visit  our  website:  www.commerzbank.com 


nnierzbank  AG  is  regulated  by  SFA  for  the  conduct  of  investment  business  in  the  UK 


COMMERZBANK  Site. 
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Looking  for  Eyeballs 

Brands,  click-throughs  and  market  share  don't  count  nearly  as  much  as 
they  did  a  year  ago,  but  they  could  still  turn  some  of  these  downtrodden 
Web  stocks  into  long-term  winners.  Buy  on  sales,  not  profits. 


IF 


BY  MEGAN  E.  MULLIGAN 

IT  WASN'T  THAT  LONG  AGO  THAT 
Internet  analysts  threw  price/earn- 
ings ratios  to  the  winds  and  declared 
that  eyeballs  were  all  that  mattered. 
So  it  was  that  Yahoo  climbed  to 
1,736  times  trailing  earnings  and  Web- 
van  acquired  a  market  capitalization  of 
$10  billion. 

With  Yahoo  down  94%  from  its  high 
and  Webvan  in  liquidation,  click- 
through  analysis  has,  to  put  it  mildly, 
fallen  out  of  favor.  And  yet  there  is 
something  to  it.  The  argument  is  that  a 
fast-growing  Web  firm  may  be  a  legiti- 
mate investment  long  before  it  turns 
profitable.  So,  instead  of  buying  on  P/E 
ratios,  buy  on  sales  or  sales  growth. 

Companies  cannot  stay  afloat  for- 
ever on  intangibles  such  as  mouse  clicks, 
page  views  and  membership  lists,  but 
the  strategy  of  gaining  market  share  and 
mind  share  regardless  of  costs  worked 
for  AOL,  and  may  still  be  viable  for  a 
handful  of  firms. 

Go  back  to  1993.  America  Online 

Mind  Share  Stalwarts 


was  making  a  negligible  profit  (which 
was  in  any  event  effectively  erased  in  a 
huge  writedown  years  later).  If  you 
wanted  to  make  a  case  for  this  stock  you 
had  to  do  it  on  sales.  Even  then  it  wasn't 
cheap:  10  times  revenues. 

If  you  had  bought  AOL  at  the  1993 
low,  you  would  now  be  sitting  on  a  gain 
of  31,500%.  And  the  company,  having 
merged  with  Time  Warner,  is  making 
some  honest-to-God  profits.  The  shares 
are  now  going  for  35  times  expected  year 
2001  net. 

If  you  want  to 
pick  through  the  rub- 
ble of  the  Internet 
earthquake,  look  at 
the  eight  firms  in  the 
table.  Profits  are  neg- 
ligible or  nonexistent. 
But  these  companies  all  have  real  revenues 
and  carry  an  average  price/sales  ratio  of 
3.2,  compared  with  2.3  for  the  stock  mar- 
ket as  a  whole.  They  are  all,  if  not  cheap, 
a  lot  cheaper  than  they  used  to  be. 

Yahoo  is  at  the  high  end  with  a 


price/sales  ratio  of  9.6,  similar  to 
multiple  in  the  early  1990s.  Revenue 
slip  this  year  in  the  advertising  rece 
but  should  rebound  on  the  streng 
partnerships.  One  example  is  a  rec 
announced  deal  to  create  a  cobra 
Web  site  with  Japanese  electronics 
Sony.  Yahoo  also  has  a  technology 
marketing  alliance  with  Compaq. 

The  online  brokerage  busines 
lost  a  lot  of  luster,  but  Ameriti 
which  had  $655  million  in  revenulne 
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A  FAST-GROWING  WEB  FIRM  MA 
BE  A  LEGITIMATE  INVESTMENT 
LONG  BEFORE  IT  TURNS  A  PROF 


2000 — double  those  of  the  prev 
year — seems  to  have  staying  po 
This  Omaha  firm  sells  for  2.1  timt 
latest  12-month  revenues  of  $559 
lion.  Profits  won't  surface  before 
end  of  2002. 


These  well-established  Internet  companies  have  dropped  at  least  37%  from  their  highs.  They  feature  historic  three-year 
annualized  revenues  growth  ranging  from  a  modest  6%  for  E-Trade  to  266%  for  Expedia. 


PRICE 

Change  from 
5-year  high 

3-year  sales 
growth 

Estimated 

Price/ 

Market  v; 

Company 

recent 

5-year  high 

2001  EPS 

sales 

($mil 

Amazon 

$10.46 

$113.00 

-91% 

165% 

$-0.60 

1.3 

$3,78! 

Ameritrade  Holding 

6.08 

62.79 

-90 

90 

-0.22 

2.1 

1.14J 

DoubleClick 

9.58 

135.25 

-93 

95 

-0.25 

2.6 

1,26: 

E-Trade  Group 

6.14 

72.25 

-92 

6 

0.04 

0.8 

2,05: 

Expedia 

41.32 

65.88 

-37 

266 

0.84 

6.0 

2,01J 

Priceline 

8.10 

165.00 

-95 

NM 

0.10 

1.3 

1,59; 

Travelocity 

24.45 

60.75 

-60 

175 

0.31 

1.8 

48C 

Yahoo 

16.28 

250.06 

-93 

136 

0.05 

9.6 

9,276 

Prices  as  of  Aug.  9.  NM:  Not  meaningful.  Sources:  Bloomberg  Financial  Markets:  FT  Interactive  Data,  Market  Guide  and  Thomson  Financial/IBES  via  FactSet  Research  Systems. 
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rREETWALKER 


till  Smoking 


)BACCO  STOCKS  HAVE  RISEN  LATELY  AS  THEIR  LITIGATION  THREAT  HAS 
1  But  industry  leader  Philip  Morris  is  not  as  good  a  bet  as  second-ranked 
leynolds  Tobacco  (NYSE:  RJR).  Reynolds  is  a  tobacco  pure  play  and  thus  easier 
Vail  Street  to  understand.  Philip  Morris  gets  44%  of  its  revenue  from  beer 
ler)  and  food  (Kraft,  recently  joined  by  Nabisco). 

Leynolds,  itself  once  a  multiheaded  beast  that  owned  Nabisco,  whittled 
^n  the  enormous  debt  from  its  celebrated  1989  leveraged  buyout  by  di- 
e«jng  divisions;  Nabisco's  exit  sliced  away  $4  billion  in  debt.  Now  Reynolds' 
-to-capital  is  20%,  versus  Philip  Morris'  68%.  Morris  still  gets  the  bet- 
%nancial-strength  

rMy^liJIiKiMkig— — 

Since  RJR  spun  off  Nabisco  in  mid-1999,  its  stock  has 
outpaced  Philip  Morris  by  44  percentage  points.  Lit  by 
cash  and  low  debt,  expect  Reynolds  to  keep  on  puffing. 


lg  in  Value  Line, 
RJR  has  the  big- 

E  cash  stash,  $2.4 
on,  and  could 
ly  afford  to  buy 
"fmaker  UST,  says 
nie  Herzog  of 
dit  Suisse  First 

.«:on. 

%t  $53,  Reynolds 
,es  at  an  afford- 
12  times  earn- 
..,  the  same  as 
LJip  Morris,  though 
nolds  sports  a 
ler  yield — 5.6% 
us  4.7% 
— Daniel  Kruger 


200  f 


R.J.  Reynolds'  stock  price 


'99 


'00 


Philip  Morris' 
stock  price 
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INCE  NEW  FEDERAL  GUIDELINES 
year  required  hospitals  and  clinics 
lse  safer  medical  devices,  investors 
e  gotten  pumped  about  the 
spects  of  Med-Design  (Nasdaq:  MEDC). 
b  company  has  developed  new 
sions  of  hypodermics  and  other 
dies  aimed  at  minimizing  acciden- 
pricks.   Med-Design  licenses 

iwares  to  medical  suppliers  for 

laities. 

So  far,  Med-Design  isn't  racking 
j  the  business.  Much  of  its  paltry 
tenue  has  come  from  a  deal  with 
t:ton  Dickinson.  Over  the  past  12 
S>nths  Med-Design  lost  $3.2  million 

$2.7  million  in  revenue. 

While  the  stock  is  down  $9  since 


its  July  high,  Med-Design  at  $33  is 
still  double  what  it  was  in  January. 
Stephen  Worthington,  analyst  at 
Barbary  Coast  Capital  Management 
in  San  Francisco,  thinks  the  tumble  is 
just  beginning. 

Short  it  and  cover  at  $20. 

— Christopher  Helman 

Watt  Service 

►  MIRANT  (NYSE:  MIR)  IS  A  GOOD  WAY 
to  take  advantage  of  the  power 
crunch.  The  Atlanta-based  energy 
provider,  formerly  known  as  Southern 
Energy  and  spun  off  from  the  South- 
ern Co.  in  April,  has  benefited  as  cus- 
tomers have  signed  long-term  con- 


tracts with  Mirant  to  supply  electric- 
ity and  gas  needs.  Although  the  crisis 
has  abated  in  California,  rising  de- 
mand is  still  a  fact  of  life  and  furnishes 
a  good  opportunity  for  profit  (see 
story,  p.  98). 

Mirant  now  controls  20,000  mega- 
watts of  generating  capacity  with 
9,000  more  under  development  in 
new  oil-  and  natural-gas-fired  plants. 
It  also  controls  the  transportation  and 
storage  of  3.7  billion  cubic  feet  per 
day  of  gas. 

Christopher  Ellinghaus,  an  analyst 
with  Williams  Capital  Group,  thinks 
Mirant  has  several  years  of  strong 
top-  and  bottom-line  growth  ahead. 
At  a  recent  $31,  it  trades  at  20 
times  earnings,  which  compares 
nicely  with  the  26  multiple  of  power 
broker  Enron. 

— D.K. 

Good  Chemistry 

►  FMC  (NYSE:  FMC)  HAS  SPLIT  APART — 
and  likely  has  more  splitting  to  do. 
The  diversified  industrial  outfit  spun 
off  its  machinery  operations,  includ- 
ing oil-drilling  equipment  and  airport 
cargo  loaders,  in  June.  Michael 
Loungo  of  New  York  arbitrage  fund 
West  Broadway  Partners  believes 
pieces  of  the  remaining  chemicals 
business  are  ripe  for  an  acquirer. 

Loungo  says  the  agricultural  (in- 
secticides) and  specialty  chemicals 
(food  and  drug  additives)  units  are 
being  dragged  down  by  the  lackluster 
industrial  chemicals  division,  which 
produces  stuff  like  soda  ash.  FMC 
stock  changes  hands  at  $62,  or  six 
times  earnings,  compared  with  spe- 
cialty chemical  outfit  Cytec  with  a  P/E 
of  10  and  ag  chemical  player  Agrium, 
at  16. 

Look  for  these  and  others  like  Dow 
to  cream  off  the  good  stuff,  which 
should  benefit  an  FMC  shareholder 
who  got  in  cheap. 

— Josephine  Lee 


Forbes 


To  check  on  Streetwalker's  performance,  visit  our  Web  site  at 
www.forbes.com/streetwalker. 
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Democracy... 


The  government  of  Vicen 
legitimately  elected  by  th 
people.  Today  we  are  a 
consolidated  democracy, 
guarantees  the  rule  of  lai 
We  have  a  democratic 
government  committe 
transparency  and  gro  \ 
future. 


Confidence... 

The  perception  of  Mexio 
has  undergone  a  radical 
since  July  2,  2000,  the 
Vicente  Fox  won  the  pres 
election,  ushering  in  a  n< 
national  politics.  Accordi 
Annual  Survey  "The  conf 
North  American  Investor 
America",  carried  out  an 
high-level  executives  of  tl 
1,000  companies... 

...today,  Mexico  is 
choice  for  investment 
America. 


Country  preferred  for  investment 


Mexico        Brazil      Argentina       Chile  Panama 
Source:  StrategyOne  /  Multinational  Executive  Survey,  Mar 


Stability... 


co  is  a  sound  econo 
allows  it  to  have  low,  con 
inflation  levels. 
This  year  estimated  in 
a  lower  than  6.5%  witl 
rates  below  10%. 
E"*  The  strength  of  our  econ< 
together  with  the  correct 
strategies,  has  made  the  I 
Peso  a  currency  that  is  st 
'f  relation  to  the  I  S  Dollar 
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Encounter 

ESS 


/MEXICO 


BRIDGE  OF  ENCOUNTER 


C 


Tourism... 


J 


We  offer  the  widest  range  of 
relaxation,  fun  and  culture.  We 
have  an  ample  network  of 
communications  and  services  that 
is  constantly  modernizing  and 
expanding.  A  haven  for  tourists 
and  investments  in  tourism! 


You  and  us,  The  Mexicans...  ^ 


More  the  half  of  Mexicans  belong 
to  the  economically  active 
population:  SO  million  people. 
Young  people,  with  spirit;  and 
expanding  market;  a  people 
with  a  future. 


62 


67.1 


68.1 


20.2 


2000 


16.5 


13.2 


2010 


2030 


]  Pre-school  children  J  Economically  active 

|  School  age  §j|  Si  nioi  .  itizen: 

rce:  National  Population  Council.  Government  of  Mexico 


f  International  Business...  ^ 

Mexico  and  its  new  government 
give  certainty  to  investments: 

•  In  2001  to  date  it  has  received 
more  than  15  billion  dollars  in 
direct  foreing  investment. 

•  Exports:  more  than  200  billion 
dollars  per  year. 

•  Imports:  more  than  150  billion 
dollars  per  year. 

•  Our  network  of  Free  Trade 
Agreements  generates  wide  range 
of  possibilities  of  international 
business.  We  are  the  only  country 
with  free  trade  agreements  in  North 
America,  Europe  and  Latin 
America. 


GATT 
(CMC) 


FTA 
Chile 


TICAN 
EUA 
Canada 


FTA 
Colombia 
Venezuela 


FTA 
Bolivia 


FTA 
Cosla 
Rica 


FTA 
Nicaragua 


FTA 
Israel 


FTA 
UE 


1993       July  2000 


FTAEFTA 
Iceland 
Norway 
Liechtenstein 
Switzerland 


FTA 
Uruguay 


FTA 
Guatemala 
Honduras 
El  Salvador 


2001 


Mexico:  site  of  the  APEC  meeting  in  2002 


www.presidencia.gob.mx 
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Ten  Years  of  Commitment 
to  Telecommunications 


There's  no  question  that 


TELMEX  has  always  thought  big,  and 
is  thus  determined  to  bring  Mexico  into 
the  digital  age.  This  has  meant  develop- 
ing an  infrastructure  with  the  best  tech- 
nical standards,  customer  service  and 
price  conditions. 

The  company  has  ably  transformed  itself 
from  providing  traditional  telephony  in 
Mexico  to  standing  alone  as  the  largest 
telecommunications  service  provider  in 
Latin  America.  Reaching  this  pinnacle 
required  a  commitment  to  advancement 
backed  by  substantial  investments  in  human 
resources  and  technology.  In  the  last  10 
years,  TELMEX  has  invested  an  average  of 
$2.4  billion  a  year  in  expansion,  moderniza- 
tion and  the  creation  of  new  businesses  to 
provide  its  customers  with  important  new 
telecommunications  capabilities. 

As  a  result,  more  Mexicans  are  con- 
nected with  one  another  and  with  the 
world.  The  only  nationwide  integrated 
telecommunications  provider,  TELMEX 
maintained  its  dynamic  development 
during  the  1990s.  While  Mexico's  gross 
domestic  product  expanded  by  nearly 


40%,  the  number  of  TELMEX  service 
subscribers  increased  by  155%  during 
the  same  period.  This  includes  fixed 


lines,  Internet  access  accounts  an 
equivalents  for  data  transmission. 

Today  the  company  has  a  world- 
infrastructure.  Its  68,000-kilometer 
optic  network  delivers  telecommunic; 
services  to  25,610  Mexican  commuii 
2.5  times  as  many  as  in  1990.  TEL 
has  forged  an  ongoing  relationship 
12.7  million  customers  through  a  grc 
list  of  services  offered  over  an  expa 
network  of  telephone  lines  —  more 
double  what  it  was  before  privatizatic 

Evolving  from  a  commodity  busine 
a  fully  integrated  service  provide 
meant  unprecedented  challenge. 
TELMEX  as  it  serves  its  custor 
Whether  it  is  simple  telephony  or  W 
band  and  streaming  media,  the  com 
has  strived  to  maintain  a  comprehei 
range  of  offerings  for  corporations,  6 
preneurs  and  home-based  busine 
along  with  residential  consumers. 

The  improved  technical  capabilitie: 
coverage  of  TELMEX's  transport 
access  networks  along  with  integi 
voice  and  data  transmission  solutions 
supported  a  consistently  high  levi 
growth  in  the  company's  traditional 
ness.  Voice  and  data  traffic  on  its  net 
quadrupled  between  1990  and  2000. 

TELMEX  continues  to  grow,  buildir 
a  technological,  commercial  and  hu 
platform  that  holds  great  promise  fo 
development  of  telecommunicatioi 
Latin  America.  The  company's  strengtl 
in  its  focus  on  customers,  its  commitr 
to  generate  shareholder  value  and  its 
ty  to  adapt  to  change  in  the  telecomr 
cations  environment  —  leading  s 
developments  and  accelerating  otl 
These  attributes  define  a  solid  strateg 
TELMEX's  continued  success. 


the  global  telecommunica- 
tions industry  has  come  a 
long  way  from  what  it  was 
10  years  ago.  TELMEX,  the 
industry  leader,  has  kept 
pace  with  those  changes 
since  its  1991  privatization 
in  order  to  meet  every  new 
challenge  and  to  seize  the 
emerging  opportunities. 


TELMEX 

Achievements  1990  -  2000 

TEN  YEARS  OF  CONSTANT  GROWTH 


Dec.  1990         Dec.  2000* 

HUMAN  RESOURCES 

Personnel  Academic  Level  (years  of  schooling) 
Technical  and  Professional  Personnel  (employees) 

TECHNOLOGICAL  RESOURCES 

Investment  in  the  1990-2000  period  (millions  of  dollars) 
Local  Network  Digitalization  (percentage) 
Long  Distance  Network  Digitalization  (percentage) 
Installed  Fiber  Optic  (kilometers) 
Connection  via  Submarine  Cables  (countries) 


OPERATING 


Equivalent  Lines  in  Service 

5,388,638 

24,162,444 

Fixed  Lines 

5.352,824 

12,068,993 

Wireless  (cellular)  Lines 

34,944 

10,462,171 

Data  Lines 

870 

997,278 

Internet  Access 

634,002 

Installed  Capacity  (fixed  lines) 

5.901,365 

13.703.325 

Public  Phones  in  Service 

69,025 

L534.035 

Telephone  Cards  Sold 

821,000 

256,389,224 

Communities  with  Service 

10,297 

25,610 

Communities  with  Coverage  (includes  cellular) 

10,297 

105,888 

Local  Calls  (thousands)  (without  cellular) 

8,529.431 

24,738,482 

DLD  Minutes  (thousands)  (without  cellular) 

4.375.088 

12,308,982 

ILD  Minutes  (thousands)  (without  cellular) 

1.293.034 

5.520,744 

Voice  Traffic  (Mbps)  (without  cellular) 

35.343 

110,279 

Data  Traffic  (Mbps)  (without  cellular) 

6,997 

57.397 

QUALITY 

Lines  with  Failure  (percentage) 
Repaired  lines  in  the  Same  Day  (percentage) 
Calls  with  Tone  in  4  Seconds  (percentage) 
Public  Booths  in  Service  (percentage) 
Average  Waiting  Period  for  a  Line  (months) 


FINANCIAL 

Monthly  Revenues  per  Fixed  Line  (pesos  Dec.  2000)  861  744 

Monthly  Revenues  per  Fixed  Line  and  Cellular  Lines  (pesos  Dec.  2000)  877  540 

Competitors  -  696 

Long  Distance  Traffic  with  Competition  (percentage)  -  902 

Value  Added  Tax  (thousands  of  pesos  Dec.  2000)  2,664,748  8,124,178 

Income  Tax  (thousands  of  pesos  Dec.  2000)  1,762,756  11,010,277 

Market  Value  (millions  of  dollars)  7,340  31,742 

Basic  Earnings  per  Share  (pesos  Dec.  2000)  (Split  Considered)  0.7856  1.773 


"Proforma  including  TELMEX  and  America  Movil. 
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Telmex  esta  con  Mexico 


Grupo  Modelo,  Mexico's 
leader  in  brewing,  distrib- 
uting and  marketing  high- 
quality  beer,  is  a  model  for 
any  company  with  global 
aspirations.  At  home,  Grupo 
Modelo  has  a  stellar  repu- 
tation as  the  country's  top 
brewer.  Abroad,  its  brands 
are  recognized  and  favored 
over  many  local  labels  and 
imports. 


3  MODELO 

Celebrating  75  Years  of  Excellence 


Founded  in  1925,  the  brewery  crowned  its 
recent  75th  anniversary  with  many  out- 
standing achievements.  For  one,  Grupo 
Modelo  consolidated  its  leadership  of  the 
Mexican  brewing  industry,  and  currently 
holds  a  60.7%  share  of  the  combined 
domestic  and  export  market.  What  is  more, 
Grupo  Modelo  is  among  the  most  financial- 
ly sound  corporations  in  the  country.  Its  ven- 
erable brands  —  some  dating  back  to  the 
turn  of  the  century  —  are  known  through- 
out the  world.  For  the  fourth  consecutive 
year,  Corona  Extra,  the  number-one  selling 
beer  in  Mexico  and  the  country's  top  export- 
ed brand,  dominated  the  more  than  450 
beers  imported  to  the  U.S.  annually.  Corona 
Extra's  strong  growth  rate  of  13.1  %  last 
year  was  superior  to  other  imports  and 
resulted  in  a  27%  rise  in  market  share. 

"In  2000,  Corona  Extra  gained  in  rank 
among  the  top  10  brands  of  the  entire  U.S. 
beer  market,  jumping  from  the  tenth  to  the 
seventh  position.  Also,  it  is  the  only  import- 
ed beer  to  rank  in  this  top  1 0, "  says  Carlos 
Fernandez,  chief  executive  officer. 

With  eight  brewing  plants  throughout 
Mexico,  Grupo  Modelo  produces  and  dis- 


tributes 10  brands,  including  Corona  Extra, 
Modelo  Especial,  Victoria,  Pacifico,  Negra 
Modelo  and  other  regional  brands.  It  exports 


five  brands  to  more  than  1 50  countries 
of  these  markets,  the  U.S.  and  Canad 
the  largest.  Modelo  is  also  the  excli 
importer  of  Anheuser-Busch  produc 
Mexico,  including  Budweiser  and  Bud  I 

Grupo  Modelo's  commitment  to  pre 
quality,  technical  expertise  and  custo1 
has  guided  the  company  to  contin 
invest  in  its  facilities  and  brands.  Se 
subsidiaries  are  certified  under  the 
9000  international  quality  standard.  " 
ity  is  not  limited  to  our  products,  but  r; 
it  is  extended  to  the  entire  process, 
production  to  customer  service,"  says 
nandez.  "This  implies,  among  other  th 
a  broad  sense  of  empowerment  for  b 
decision  making." 

In  preparation  for  future  demand,  a 
maintain  its  commanding  lead  in  dom 
and  international  markets,  Modelo  embi 
on  a  major  investment  plan  in  20C 
invested  3.4  billion  pesos  in  fixed  as 
financed  through  its  internal  cash 
Almost  50%  of  the  investment 
toward  an  expansion  program  thai 
raise  total  annual  installed  capacity  fro 
to  60  million  hectoliters  in  2005.  In  Jl 
this  year,  the  company  completed  the 
phase  of  Compania  Cervecera  de  Za 
cas,  a  brewery  strategically  located  in 
tral  Mexico.  Its  installed  capacity 
increased  from  1 0  to  1 5  million  hectol 
making  it  the  largest  brewery  in  I 
America.  Given  the  vital  role  that  its  46 
employees  play  in  the  company's  sua 
Modelo's  staff  received  more  than  1.2 
lion  hours  of  training  in  2000. 

Such  dedication  to  excellence  not 
underlies  Grupo  Modelo's  longevity,  b 
success  as  Mexico's  premier  brewer  ar 
a  standard  of  Mexican  excellence  abrc 


L_M ARKE IS JiM  EflRECAST S 

THE  OVERALL  MARKET 


,  

850C 

2-week  performance 

ja  750C 

as  of  8/10/01 

—  Rarra  All-ll  C  Inrfpv  nf  1  ft  000  ttnrkx 

walla  Mil  U.v.  IIIUGA  III  1U.UUU  9IUUH9  . 

6500 

Barra  All  U  S.  Index1  -1.6% 

—200-day  moving  average 

5500 

S&P  Barra  Growth  Index'  -1.0 

Market  value:  $13.8  trillion                      /^t^'  W 

4500 

S&P  Barra  Value  Index3  -1.6 

6400                  Q                    Mil     MA     1  J 

oarra  Ail-u.z>.  moex 

8200 

6000  ^t^0m>\^ 

350O 

Oow  Jones  industrials  0.0 

2500 

S&P  500  -1.3 

EAFE4  0.5 

Sources:  Barra  Inc.;  Bloomberg  Financial  Markets. 
•93             '94             '95             96             97  '98 

5800 

1500 

Forbes  Internet  Index  -5.1 

7/30/01  8/10/01 

Forbes  40  Index  (total  return)  -2.9 

99                00  01 
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The  U  S.  Economy 


Automobile  sales1  (mil) 


Capacity  utilization  (%) 


New  housing  starts2  (thou) 


Retail  sales3  ($bil) 


Trade  balance4  ($bil) 


Unemployment  rate5  (%) 


Gross  domestic  product  (%  chg) 


Inflation 


CPI  services  (unadjusted )(%  chg) 


CPI  total  (unadjusted )  (%  chg) 


PRICES 


CRB-Bridge  spot  indexes 


Gold  per  troy  ounce  ($) 


Oil/bbl  W  Texas  Intermediate  ($) 


.Currency 


German  marks  per  dollar 
Yen  per  dollar 


Dollars  per  euro 


Interest  Rates 

30-year  Treasury  yield  (%) 


3-month  Treasury  yield  (%) 


ACTUAL 


2000 


LATEST 
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80.6 


77.0  pjune 
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2,461        2,519 'pjune 
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223.99  236.92 


272.00  273.90 
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2001  ESTIMATE 
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16.5 


0.5% 


78.5 


-0.3 
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0.2 
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0.7 
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3.3 
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•12  months,  r:  revised,  p:  preliminary.  'Autos,  light  and  heavy  trucks,  includes  imports.  Source:  Ward's  Automotive  Yearbook. 
Total  single  and  multiple  family,  seasonally  unadjusted.  'Excluding  auto  sales,  seasonally  adjusted.  "Total  goods  and  services, 
seasonally  adjusted.  5Percent  of  civilian  labor  force.  Quarterly  change,  annualized.  Source:  Bridge  Information  Systems. 


Current  rate:  3.75% 

Next  FOMC  meetings:  Aug.  21  &  Oct.  2 
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2-wk  change 
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The  consensus 
estimate  for  gross 
domestic  product 
growth  has  fallen 
64%  since  the 
start  of  this  year. 


ECONOMY  WATCH 


Will  the  October  release  of  Windov* 
XP— Microsoft's  controversial  ne< 
operating  system— kick-start  a  tec 
rally?  Instinet  found  that  during  pric 
release  quarters,  revenue  at  compute 
makers  with  heavy  Wintel  exposur 
grew  9%  on  average,  seasonally  ad 
justed,  versus  3.3%  without  a  nev 
product  debut. 

Closeup:  Sales  growth  of  Wintel  computers 


1990  through  first  quarter  2001 

No  Release 
Windows  Release 


1st  2nd  3rd  4th 

Data  as  of  June  30.  Source:  Instinet  Research. 
www.lnstinetResearchWorks.com 

FORECASTING  GLOBAL  MARKET? 


EPS  CHANGE  EXPECTED 


ESTIMATED 

VERSUS 

YEAR-T0-YE/ 

YEAR  P/E 

3  MONTHS  AGO 

EPSGR0WT 

S&P  500 

2001  25 

-7.0% 

-9% 

2002  20 

-5.2 

20 

MSCI  World-ex  U.S. 

2001  20 

-7.7 

0 

2002  18 

-5.7 

17 

IBES  ESTIMATES:  RATIO  OF  INCREASES/DECREASES 

'_  2001  2002 

S&P  500 


0.58 


0.55 


MSCI  World-ex  U.S. 


0.57 


0.55 


Source:  Thomson  Financial/IBES. 
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itional  Speakers: 

Research  •  Accenture  •  Acushnet  Company 
notive  News  •  Black  &  Decker  •  Click  Commerce 
>aq  Computer  Corporation  •  Delphi  Automotive  Systems 
son  Electric  Company  •  Emerson  Process  Management 
;ster  Research  •  Gartner  Group  •  IndustryWeek 
/orld  Media  Group  •  Kawasaki  Motor  Corporation 
jsoft  Corporation  •  Morgan  Stanley  Dean  Witter 
o  Nalco  •  The  Trane  Company  •  Volvo  •  The  Yankee  Group 


Why  Should  You  Attend? 

Take  advantage  of  the  current  economic  lull  to  prepare  your 
company  for  the  inevitable  rebound.  Click  Summit  will  help  you: 

•  Increase  sales  and  market  share 

•  Reduce  costs  and  time  to  market 

•  Build  customer  satisfaction  and  brand  loyalty 

•  Improve  bottom-line  performance 

•  Discover  the  advantage  of  private  e-marketplaces 

•  Get  the  inside  track  on  Microsoft  .NET 


^U[CK.     Microsoft      accenture     COMPAQ.  Forbes 


W 


FRAMEWORK 


Visit  www.clicksummit.com  or  call  1  -877-862-2252  for  more  information. 


MONEY  &  INVESTING 


The  Contrarian  By  David  Dreman 

Drugs  of  Choice 


SORRY,  THAI  MUCH  ANTICIPATI-I-)  TKCM 
rebound  the  one  that  is  supposed  to  recapture  .1 
good  pari  of  the  past  17  months'  losses — isn't 
coming.  Even  if  corporate  spending  bounces  back 
in  the  next  quarter  or  two,  which  is  highly  un 

likely,  the  large  capacity  overhang  in  the  tech  sector  will  re- 
sult in  significantly  lower  growth  rates  than  those  of  the  late 

1990s.  This  baleful  condition  will  persist  for  the  next  few 
years  at  the  very  least.  <  .ompanics  like  <  asco,  Nortel  and  II  >s 
Uniphase  are  facing  dramati- 
cally lower  growth  rales. 

II  not  in  tech,  where 
should  you  invest  today?  Try 
the  battered  drug  stocks. 
Some  pharmaceutical  compa 
mes  have  been  hammered  in 
recenl  months  because  then- 
big  sellers  have  lost  or  will 
shortly  lose  patent  protection. 
Another  big  worry:  Some  of 
the  majors  suffer  from  weak  pipelines — that  is,  they  have  no 
blockbuster  introductions  slated  foi  the  near  future. 

Analysts,  though,  have  long  led  us  astray  on  drug  stocks. 
They  predictably  go  gaga  over  companies  listing  super  new 
di  ngs.  Then  they  invariably  overlook  the  strengths  of  also- 
ran  firms,  which  field  large  sales  forces  and  often  buy  or 
strike  alliances  with  biotech  and  other  drug  outfits  that  lack 
marketing  muscle  but  create  potential  breakthrough  prod 
nets.  As  a  result,  the  market  overprices  the  supposed  winners 
and  underprices  the  also  rans. 

In  the  late  1980s  and  early  1990s  Merck  was  the  high- 
stepping  leader  with  its  dynamite  line  of  new  drugs  and  po- 
tential blockbusters  in  the  final  stages  of  food  &  Drug  Ad- 
ministration  approval.  At  the  same  time  Wall  Streel 
summoned  the  priest  to  give  last  rites  to  Pfizer,  which  was 
suffering  the  loss  of  major  patents  and  had  what  appeared  to 
be  a  much  weakei  pipeline.  While  Merck  sported  an  astro 
mimical  price/earnings  ratio,  Pfizer's  was  in  the  mud.  Today 
the  situation  is  reversed.  Pfizer  is  seen  as  the  industry  leader, 
while  Merck's  prospects  are  considered  blah. 

I  lere  are  three  drug  companies  that  should  outperform 
in  the  years  ahead: 

The  first  is  Mark  ((->8,  MRK),  whose  earnings  have  grown 
at  a  1 6%  rate  tor  the  past  14  years.  The  stock  is  off  one-third 
from  its  late  2000  high  because  the  company  says  its  earn- 
ings pace  should  slow  to  10%  growth  this  year.  Aside  from  a 


Wall  Street, 
fixated  on  patent 

expirations,  is 
undervaluing  good 

pharma  stocks. 


lem  with  arthritis  remedy  Vioxx;  reports  of  minor  sidei 
fleets  could  lead  to  warnings  posted  on  its  label  and  hami 
sales  gains.  What's  missing  here  is  an  appreciation 
Merck's  still-formidable  product  line.  Cholestcrol-figh 
Zocor,  Cozaar  (for  high  blood  pressure),  Fosamax  (for 
teoporosis  and  other  bone  disorders),  Singulair  (asthn 
and  Vioxx  are  growing  at  an  average  25%  rate  and  accoi 
for  60%  of  Merck's  worldwide  drug  sales. 

Yes,  Merck  will  lose  patent  protection  on  several  dn 
this  year.  Witness  hyperU 
sion  drug  Vasotec,  which 
its  protection  last  year  and  s 
sales  plunge.  But  Merck  is  ji 
too  cheap.  The  stock  trade; 
a  below-market  P/E  of 
yielding  2%. 

Hristol-Myers  Squibb  (. 
BMY),  whose  shares  have  tui 
bled  20%  since  Decemn 
also  laces  problems  with  r| 
generic  competitors.  Since  antianxiety  medicine  BuS[ 
went  off-patent  in  April,  for  instance,  sales  of  the  drug  h 
dropped  !>l"o.  Nevertheless,  Bristol-Myers  has  many  arn 
in  its  quiver  that  Wall  Street  ignores.  One  is  Avandia,  a  t<) 
selling  diabetes  agent  from  Britain's  GlaxoSmithKline  tl 
Bristol-Myers  distributes  in  the  U.S. 

Bristol-Myers  on  its  own  has  a  long  history  of  introdi 
ing  successful  drugs — a  strength  that  its  June  purchase 
1  >uPon1  Pharmaceuticals  should  enhance.  Analysts  will  w 
up  once  the  new  entries  show  their  stuff.  Meanwhile, 
continue  to  sneer  at  the  company's  expected  2001  earnii 
increase  of  12%,  which  is  a  little  less  than  2000's  gain  o' 
1999.  The  stock  trades  at  a  P/E  of  24  and  yields  1.9%. 

Schering-Plough  (SGP,  39)  stock  is  down  35%  from 
1 2-month  high  amid  bad  publicity  over  quality-control  si 
tips  at  its  factories,  which  lopped  5%  from  first-half  eai 
ings.  Schering-Plough  is  working  on  the  control  proble: 
with  the  FDA  and  should  have  them  resolved  shortly.  A  S< 
■irate  predicament  centers  on  (  Tirinex,  the  successor  to  wt 
known  allergy  drug  Garitin.  (Tarinex,  once  expected  to 
I  DA  approval  this  year,  now  may  not  get  clearance  ur 
2002.  I  hat  absence  could  slice  as  much  as  $200  million  fr< 
the  lit  ni's  expected  2001  sales  of  $10  billion. 

So  earnings  are  likely  to  be  flat  this  year  before  increasi 
at  a  20%  rate  in  2002  and  succeeding  years.  The  stock 
sents  good  v  alue  ai  a  i'  i  oi  24  and  a  jdeld  of  1.6%. 


scarcit)    Ol    new    block  pVifKpC   David  Dreman  is  chairman  of  Dreman  Value  Management  of  Jersey  City.  N.J.  His  latest  book  is  Contran 

busters,  Merck  has  a  prob-    mtM  ..  >.,„  Investment  Strategies.  The  Next  Generation.  Find  past  columns  at  www.forbes.com/dreman. 


114   I-  o  r  »  B  s  •  September  3, 2001 


Automotive 

1.  Toyota  Motor  North 
America 

www.toyota.com/tomorrow 

2.  American  Honda  Motor 
Company 

1-800-33-HONDA 
www.honda.com 


FannieMae 

www.fanniemae.com 

10.  GMAC 

1-800-32-SMART 
www.gmacfs.com 


11.  TIAA-CREF 

www.tiaa-cref.org 


23.  Publishers  Guild 

1-800-675-6144 

24.  Orr  Land  Company 

www.orrland.com 

Steven  Sears 

CPA/Attorney 

1-714-544-0622 
www.searsatty.com 


Chevrolet  Suburban 

1-800-950-2438 
www.chevrolet.com 

3.  Chevrolet:  Impala 

www.chevrolet.comMmpala 


Busioess  Opportunity 

4.  CORF  Licensing  Services 

1-800-511-7036 
www.corf.com 


Business  to  Business 


Hotels 

12.  Beverly  Hills  Convention 
&  Visitors  Bureau 

1-800-345-2210 
www.visitbh.com 

13.  The  Taj  Group  of  Hotels 

www.tajhotels.com 


Business  Classified 

14.  Affiliated  Business 
Consultants 

www.bizsale.com 


25.  Worldwide  Business 
Consultants 

1-800-733-2191 


Business-Education 
Alliances 

26.  Pfizer 

www.pfizer.com 

27.  Phillip  Morris 

www  phillipmorris.com 

28.  State  Farm 

www  statefarm.com 


5.  JO  Edwards 

www.jdedwards.com 


15.  Bally  Financial 
Group,  Inc. 

1-888-539-5006 /Louis 


10       11  12 


14     15      16     17  11 


20     21      22     23  24 


26     27  28 


Zip  Code 

y  


:irm:  (check  one) 
lising/Marketing/PR 
IS 

iering/Construction 
nment 
'acturing 
ry/Public  Utilities 
.hing/Printing/Broadcasting 


□Software/Computer  Services 
□Telecommunication  Services 
□Travel/Tourism/Leisure  Services 
□Wholesale/  Retail/Import/Export 
□Other  Business  Services 
□Other  Financial  Services 


Computer/Technology 

6.  Fujitsu  PC  Corporation 

1-877-FPCDIRECT 
www.fujitsupc.com 

7.  WRQ  Inc. 

www.wrq.com 


Consumer 
Products/Services 

8.  Infiniti  (2001) 

1-800-706-9923 
www.infiniti.com 

9.  Phillips  Petroleum 
Company 

www.phillips66.com 


Financial  Services 


American  Century 

Investments 

1-877-44-AMCEN 
www.americancentury.com 


16.  Capital  Asset 
Management 

www.assetprotection.com 
1-800-710-0002 

17.  Delaware  Business  Inc. 

www.e-incorporate.com 
1-800-423-2993 

18.  Equilio 

1-800-203-8119 
www.equilio.com 

19.  The  Loan  Consultants 

1-800-336-3933 
www.viewTLC.com 

20.  Meineke 

1-800-MEINEKE 
www.meineke.com 

21.  Nationwide 

1-800-995-0049  ext  7675 

22.  Prime  Global 

1-888-876-2267 
www.primeglobal.com 
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Yes,  But  By  James  Grant 

Blame  Greenspan 


RECENT  SENSATIONAL  CONGRESSIONAL  TESTIMONY 
has  revealed  what  Wall  Street  security  analysis  usu- 
ally is  not.  It  usually  is  not  analysis.  It  is  marketing, 
and  if  by  mistake  an  analyst  should  produce  a 
piece  of  analysis  instead  of  a  marketing  brochure, 
the  miscreant  is  summarily  fined  one  seven-figure  bonus. 

However,  it  wasn't  only  the  bought-and-paid-for  ana- 
lytical community  that  led  the  investing  public  down  the 
garden  path.  There  were  greater  seducers,  not  least  the 
chairman  of  the  Federal  Re- 
serve Board. 

Wall  Street,  though  not  al- 
ways corrupt,  is  almost  always 
bullish.  The  fundamental 
source  of  distortion  of  invest- 
ment values  over  the  past  sev- 
eral years  was  the  speculative 
bubble.  A  bubble  is  a  boom  so 
outsized  it  leads  even  level- 
headed people  to  lose  their 
judgment.  Alan  Greenspan,  whose  1996  suggestion  that  in- 
vestors are  susceptible  to  bouts  of  "irrational  exuberance" 
temporarily  made  him  the  public's  least  favorite  central 
banker,  fell  in  with  the  new  age.  He  seemed  not  to  notice 
that  the  boom  he  seeded  (and  accommodated  and  cele- 
brated) was  becoming  a  monstrosity.  On  Mar.  6,  2000,  just 
96  hours  before  the  Nasdaq  market  top,  the  chairman  gave, 
at  a  conference  in  Boston,  a  speech  entided  "The  Revolution 
in  Information  Technology." 

Through  its  monetary  policy  the  Fed  was  then  leaning 
against  the  wind.  The  5.75%  funds  rate  was  on  its  way  to 
6.5%,  where  it  would  remain  until  the  cutting  began  in 
earnest  on  Jan.  3.  In  his  rhetoric,  though,  Greenspan  leaned 
the  other  way.  The  Boston  speech  described  a  world  em- 
barked on  a  new  age  of  technological  wonder,  productivity 
growth  and  transparency. 

Previously,  said  Greenspan,  "most  business  decisions 
were  hampered  by  a  fog  of  uncertainty.  Businesses  had  lim- 
ited and  lagging  knowledge  of  customers'  needs  and  of  the 
location  of  inventories  and  materials  flowing  through  com- 
plex production  systems.  In  that  environment,  doubling  up 
on  materials  and  people  was  essential  as  a  backup  to  the  in- 
evitable misjudgments  of  the  real-time  state  of  play  in  a 
company.  Decisions  were  made  from  information  that  was 
hours,  days  or  even  weeks  old." 

Within  nine  months  Silicon  Valley  would  wake  up  to  dis- 
cover that  its  customers  had  disappeared.  Far  from  lifting, 
the  fog  of  uncertainty  blanketed  the  executive  suites  of  even 


The  chairman's 
ill-timed  optimism 
seduced  investors 
and  helped  inflate 
the  bubble. 


the  companies  that  made  the  computers  that  suppose* 
had  removed  the  uncertainty. 

Of  course,  the  chairman  told  the  Boston  confereni 
technological  benefits  can  be  realized  only  through  capl 
investment,  and  on  the  prospects  for  investment  he  becar 
for  him,  lyrical. 

"Technological  synergies  have  enlarged  the  set  of  pi 
ductive  capital  investments,"  said  Greenspan,  "while  lo 
equity  values  and  declining  prices  of  high-tech  equipmi 

have  reduced  the  cost  of  cai 

tal  The  fact  that  the  capil 

spending  boom  is  still  goi 
strong  indicates  that  bui 
nesses  continue  to  find  a  wj 
array  of  potential  high-ra, 
of-return,  productivity-e 
hancing  investments.  An^ 
see  nothing  to  suggest  tH 
these  opportunities  will  pe 
out  anytime  soon." 
Another  central  banker  might  have  realized  that  D 
availability  of  essentially  free  speculative  capital  distorts  c 
cision  making,  coaxing  out  more  capital  investment  th 
can  profitably  be  put  to  use.  Not  Greenspan,  who  went  oni 
lend  his  imprimatur  to  the  preposterous  valuations  th 
prevailing  in  the  business-to-business  branch  of  the  I  nt< 
net  trade.  The  Bloomberg  B2B  stock  index  peaked  three  da 
later — and  has  now  fallen  95%. 

The  cyclical  cards  lay  face  up  on  the  table  in  Febru* 
2001,  when  Greenspan  delivered  his  semiannual  report 
Congress.  He  sounded  wise  after  the  fact,  declaring  thai 
"temporary  glut"  in  high-tech  manufacturing  was  "ii 
evitable  at  some  point."  But  he  missed  the  point  that  t 
glut  was  the  product  of  the  bubble — and  of  the  systema 
undervaluing  of  capital  and  credit,  and  therefore  of  risk. 

Greenspan  ventured  an  ill-timed  expression  of  optimis 
for  corporate  profitability,  then  in  the  process  of  collapsir 
Corporate  managers,  "rightly  or  wrongly,"  remain  sangui 
about  the  prospects  for  technological  innovation  continui 
to  drive  productivity  growth  and  profitability,  he  said, 
least,"  he  went  on,  citing  a  source  that  sounds  even  more  d 
bious  today  than  it  did  then,  "this  is  what  is  gleaned  fro 
the  projections  of  equity  analysts,  who,  one  must  presun 
obtain  most  of  their  insights  from  corporate  managers." 

No  one  demands  that  central  bankers  be  clairvoyant.  B 
they  can  and  should  be  prudent. 


TiV~|f  f-\f*c  I  ^ames  ^ranf  is  ,ne  editor  of  Grant's  Interest  Rate  Observ 
—mJLmmZ.       I  Find  past  columns  at  www.forbes.com/grant. 
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Amgen  must  move  beyond  its  anemia  treatments  to  become  a  long-term  growth  story. 
Easier  said  than  done. !  by  elisa  williams  and  robert  langreth 


FOR  A  GLIMPSE  OF  THE  NEW  FACE 
of  biotechnology,  visit  the 
Ochsner  Clinic  in  steamy  New 
Orleans.  Amgen,  the  biotech 
giant,  has  forked  over  $100,000 
in  grants  for  clinical  trials  of  its  new  drug 
to  combat  anemia,  Aranesp,  and  it  gave 
the  clinic  another  $85,000  for  educa- 

118     FORBES"  September  3,  2001 


tional  materials.  Then  there's  a  National 
Anemia  Action  Campaign  to  promote 

research. 

Amgen  is  famous  for  its  molecular 
biology — using  recombinant  DNA  to 
manufacture  erythropoietin,  a  hor- 
mone that  boosts  the  supply  of  red 
blood  cells.  Now  it  is  learning  a  new 


discipline,  the  science  of  marketing.  1 
anemia  pitches  will  be  aimed  at  cane 
and  dialysis  patients,  who  might  th< 
ask  their  doctors  about  the  hormone 
they  are  not  already  getting  it.  Guerri 
marketing  on  this  scale  is  old  hat  to  t! 
big  pharmaceutical  firms,  but  it  is  ne 
to  Amgen. 


Genentech  was  the  first  biotech  firm 
1  significant  commercial  successes, 
uding  a  protein  that  breaks  up 
3d  clots.  Amgen  was  close  on  its 
s  with  the  introduction  in  1989  of 
ipogen  brand  of  erythropoietin, 


ciently  different  that  it's  not  covered  by 
the  marketing  agreement  Amgen  has 
with  J&I.  Aranesp's  profits  will  belong 
entirely  to  Amgen. 

Amgen  has  brought  in  new  blood. 
Amgen  Chief  Executive  Kevin  Sharer 


 MEDICINE 

matoid  arthritis  drug,  Kineret,  is  still  on 
track,  but  doesn't  have  obvious  efficacy 
advantages  over  existing  drugs. 

This  leaves  the  company's  financial 
future  squarely  on  the  shoulders  of 
Aranesp.  "Five  years  from  now  this 
drug  will  be  so  big  you  won't  believe  it," 
says  Anthony  Gringeri,  Amgen's  vice 
president  for  product  development. 

Aranesp  is  the  result  of  a  15-year 
effort  to  engineer  a  more  potent, 
longer-lasting  version  of  erythropoi- 
etin. The  natural  hormone  is  produced 
by  the  kidneys  when  they  sense  the 
blood  is  short  of  oxygen.  It  travels 
through  the  blood  to  the  bone  mar- 
row, where  it  binds  to  receptors  on 
stem  cells  and  triggers  them  to  mature 
into  red  blood  cells.  Patients  with  kid- 
ney disease  don't  make  enough  of  this 
hormone  and  thus  suffer  fatigue  and 
ether  anemia  symptoms. 

Amgen's  Aranesp  team,  led  by  Steven 
Elliott,  first  tried  to  make  a  new  version 
that  would  latch  on  more  tightly  to  the 
receptors,  figuring  this  would  boost  ef- 
fectiveness. But  this  idea  was  a  dead  end. 
The  receptor  is  merely  a  molecular  on- 
off  switch;  pressing  it  harder  does  no 
good.  Elliott  turned  to  the  long-ignored 
sugar  molecules  that  coat  the  hormone's 
protein.  He  found  that  the  more  sugar 
molecules  present,  the  stronger  the  hor- 
mone is  at  stimulating  the  production  of 
red  blood  cells.  Since  the  sugar  protects 
the  protein  from  being  degraded,  it 
lingers  in  the  blood  longer. 

Elliott  tweaked  the  hormone's 
amino  acid  sequence  to  create  a  new 
protein  that  could  hold  50%  more  sug- 
ars than  usual.  His  team  concocted  50 
different  molecules  before  coming  up 
with  the  longer-lasting  Aranesp.  After 
five  years  of  testing  on  more  than  8,000 
patients,  Aranesp  is  ready  for  market- 
ing. U.S.  approval  for  kidney  treatment 
could  come  at  any  time,  while  market- 
ing approval  for  treating  cancer-related 
anemia  is  still  a  year  off. 

A  big  Aranesp  launch  could  buy 
some  time  for  Amgen's  new  research 
chief,  Dr.  Perlmutter — but  only  for  a 
while.  This  onetime  biotech  boutique 
needs  a  hit,  soon.  F 


irows  Up 


this  one  is  the  bigger  blockbuster. 
:hropoietin  generated  $2  billion  in 
;  last  year  for  Amgen,  plus  $3  billion 
fohnson  &  Johnson,  which  licenses 
r  use  by  anemic  chemotherapy  pa- 
ts. If  you  had  bought  Amgen  shares 
:n  they  were  first  offered  in  1983, 
'd  have  a  16,137%  gain  now.  Gen- 
:ch  shares  went  up  only  2,701% 
a  the  initial  public  offering  in  1980. 
\mgen  followed  Epogen  with  an- 
ix  winner  called  Neupogen,  a  cor- 
'onding  protein  that  stimulates  the 
vth  of  white  blood  cells.  Between 
n,  these  two  proteins  will  account 
about  90%  of  Amgen's  likely  $4 
ion  in  sales  this  year.  But  Wall 
et  expects  a  whole  lot  more  from 
outfit.  With  a  market  capitaliza- 
of  $65  billion,  Amgen  trades  at  53 
is  estimated  2001  earnings.  To  live 
to  that  valuation,  Amgen  badly 
ds  either  some  new  blockbusters 
ome  new  ways  to  market  the  ones 
is. 

>o  far  the  company's  efforts  to 
ft  beyond  its  narrow  territory  in 
)d  stimulants  have  met  with  disap- 
ltments.  That  makes  it  all  the  more 
int  for  Amgen  to  extract  more  rev- 
e  from  the  blood  hormones, 
nesp  is  part  of  that  effort.  Because 
nesp  lasts  longer  in  the  blood- 
am  than  erythropoietin,  injections 
r  be  given  once  every  three  weeks, 
ius  once  a  week  or  more  for  the 
;r  version.  This  edge  makes 
nesp  a  feasible  treatment  option 
anemia  patients  whose  condition 
sn't  require  frequent  doctor  visits, 
i  new  version  of  Epogen,  it's  suffi- 


has  hired  industry  veterans  Roger  Perl- 
mutter  from  Merck  to  run  a  newly 
combined  research  and  development 
department  and  George  Morrow  from 
GlaxoSmithKline  to  head  sales  and 
marketing.  Richard  Nanula,  formerly  of 
Disney  and  Starwood  Hotels,  is  the  new 
chief  financial  officer. 

Now  if  Amgen  could  only  strike 
gold  in  the  lab.  Its  widely  hyped  weight- 
loss  protein,  leptin,  produced  modest 
weight  reduction  in  early  human  trials. 
(Amgen  is  currently  working  on  a  new 
version.)  In  January  Amgen  stopped 
development  of  a  once-promising 
treatment  for  Lou  Gehrig's  disease  after 
unsuccessful  trials.  In  July  a  brain-cell 
booster  for  Parkinson's  disease  flunked 
its  first  major  human  trial.  Plenaxis,  for 
prostate  cancer,  also  failed  to  win  U.S. 
approval  earlier  this  summer.  A  rheu- 


>  By  the  Numbers 


Meteoric  Rise 

Anemia  drug  Epogen  transformed 
Amgen  into  a  biotech  hotshot. 

Sales  in  1990,  the 
first  full  year  following  Epogen's 
launch  in  1989,  up  from  sales  of  $1.5 
million  in  1984,  Amgen's  first  full  year 
as  a  public  company. 

People  in  the  U.S.  on 
dialysis  and  receiving  Epogen 
injections;  another  10  million  suffer 
from  earlier  stages  of  kidney  failure 
and  are  potentially  anemic. 


Year  Amgen's  Epogen  patent 
expires  in  Europe,  followed  by  expira- 
tion of  U.S.  patent  protection  in  2013. 

Source:  Amgen. 
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Announcing 
A  New  TV  Show 
That  Has  Been  83  Years 
In  The  Making. 


■ 


■ 


■  ■ 


For  the  first  time  in  its  83  year  history,  Forbes  brings  its  editoru 
perspective  to  television. 

Every  weekend  "Forbes  on  FOX"  delivers  the  insights  and 
viewpoints  from  Forbes'  top  editors  and  columnists  that  will 
keep  you  ahead  of  the  trends.. .and  the  competition. 

"Forbes  on  FOX"  exclusively  on  the  Most  Powerful  Name  In  New: 
the  FOX  News  Channel. 
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Smoked  Chocolate' 


D  I  N  i  n  G  |  Forget  the  sights  and  museums. 
Spain's  newest  attractions  are  its  hot  young 
chefs,  blazing  culinary  trails,  forging  flavors. 

BY  JOSHUA  LEVINE 

ANY  TRIP  TO  SPAIN  THESE  DAYS  SEEMS  TO  R£- 
quire  a  pilgrimage  to  Frank  Gehry's  icono- 
clastic Guggenheim  Museum  in  Bilbao.  And 
a  mighty  impressive  heap  of  metal  it  is,  too. 
But  if  what  you  crave  is  food  to  match  the 
splendor  of  Bilbao's  architecture,  look  no  further  than  the 
surrounding  region,  home  to  many  of  Spain's  youngest  and 
most  creative  chefs. 

Soft-spoken,  bespectacled  Elena  Arzak,  32,  performs  culi- 
nary miracles  east  of  Bilbao  in  San  Sebastian.  Last  summer 
she  wondered  what  new  uses  she  could  find  for  a  small  alu- 
minum smoker  at  the  restaurant  where  four  generations  of 
her  family  have  cooked  since  1897.  Her  father,  Juan  Mari 
Arzak  Arratibel,  one  of  Spain's  most  renowned  chefs,  used  it 
in  the  traditional  manner — to  smoke  fresh  tuna.  Elena  de- 
cided to  smoke  chocolate. 

It's  a  tricky  thing,  she  explains.  No  more  than  five  minutes 
in  the  smoker — otherwise  you 
get  a  chocolate-flavored  cin- 
der— and  make  sure  to  put  ice 
in  the  metal  box  to  cool  the 
birchwood  smoke  as  it  flows 
tli rough.  We  taste  a  sample 
of  her  smoked  chocolate 
mousse — the  slightly  acrid  fla- 
vor of  the  smoke  perfectly  off- 
setting the  sweetness  of  the 
chocolate.  Astonishing  but 
completely  logical — after  the 
fact,  at  least.  Which  is  how 
genius  works. 

Young  Spaniards  have 
been  busy  in  the  kitchen,  and 
they're  not  just  updating 
their  grandmothers'  paella 
recipes.  These  new  chefs 
honor  local  tradition  while 
reinventing  it  with  wit  and  a 
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light  touch  all  their  own.  Arzak's  intrepretation  of  a 
Basque  staple,  for  example,  crowns  a  puree  of  sausag 
dates  with  an  egg  poached  gracefully  (in  truffle  oil )  in 
shape  of  a  flower. 

Like  many  of  her  peers,  Arzak  apprenticed  in  France 
her  deepest  inspiration  comes  from  Spain's  own  bounty 
Idiazabal  and  Gabral  cheeses,  its  wild  salmon,  its  delicate 
nacles  plucked  from  the  Bay  of  Biscay. 

Indeed  the  Basque  region  has  emerged  as  a  cente 
new  Spanish  cooking, 
cuisine  consists  of  the 
where  you  grew  up,"  says  j 
tin  Berasategui  (pronou; 
"bay-ra-sa-TAY-ghee"), 
presides  over  the  restau 
bearing  his  same  name  or 
outskirts  of  San  Sebastian 
defines  himself  by  his  re; 
first,  his  metier  second.  "I  s 
Basque  chef,  someone  else 
Basque  painter,  someone  el 
a  Basque  fireman — this  is  \ 
makes  a  man  rich." 
Berasategui,  who  strives  for  harmony  ir 
cooking,  is  currently  perfecting  a  grilled  tu 
dish.  To  cut  the  turbot's  natural  fattiness,  he 
plies  membrillo  (quince)  vinegar.  But  the  di: 
still  missing  a  mitigating  ingredient — so 
thing  to  make  the  meeting  of  these  two  dis 
dant  tastes  more  "genial,"  as  he  puts  it.  L 
Berasategui  finds  it,  the  dish  stays  off  the  me 
For  the  present,  you  can  make  do  admin 
with  his  barnacles  in  a  pea  broth. 

Across  the  to| 
Spain  from  Bas 


Elena  Arzak 
sprinkles 
nuts  atop 
a  smoked 
chocolate 
mousse. 
Left,  sea 
bass  with 

burnt  ash. 


ltry  lies  Catalonia,  Spain's  other  great  regional  cooking 
bry.  Here,  just  outside  Barcelona,  is  where  Fernando 
ia  has  trained  a  generation  of  chefs  in  the  kitchen  of  his 
brated  restaurant,  El  Bulli.  None  of  Adria's  disciples 
Its  with  more  verve  than  Sergi  Arola,  a  33-year-old  Cata- 


lan who  moved  to  Madrid  and  opened  the  popular  La 
Broche-Sergi  Arola.  The  chef  swaggers  like  a  rock  star,  which 
is  what  he  wanted  to  be  before  he  discovered  that  the  stove, 
not  the  guitar,  was  his  true  instrument.  Many  of  Arola's 
most  original  creations  marry  hot  and  cold  elements.  In 

one,  for  example,  a  warm 
potato  puree  envelops  an 
oily  olive  ice.  The  dish 
works  a  bit  like  a  Seurat 
painting,  which  asks  the 
eye  to  make  a  synthesis 
of  separate,  unmixed  dots 
of  color.  Here,  the  differ- 
ent temperatures  of  the 
ingredients  keep  them 
separate  in  the  mouth 
until  you  bite  down,  creat- 
ing a  single  startling  flavor. 
Estupendo! 

"I  am  not  playing  jazz 
here,"  says  the  man  whose 
shoulder  bears  a  tattoo  of 
his  beloved  Rickenbacker 
electric  guitar.  "This  is 
about  precision — like  the 
movement  of  a  Patek 
Philippe  watch."  Example: 
Arola's  cream  of  duck 
liver  and  Spanish  blood 
sausage,  which  arrives  with 
an  almost  imperceptible 
lacing  of  caramelized  sugar 
on  top.  You  can't  cook  this 
way  for  a  crowd,  and  La 
Broche  has  only  50  seats. 
Even  that  is  too  many,  says 
its  chef.  "In  a  few  years  I 
want  to  have  25  seats.  And 
in  ten  years — maybe  3."  F 


Reservations 

ARZAK 

Alto  de  Miracruz,  21 
San  Sebastian 
011-34-943-278-465 

MARTIN  BERASATEGUI 

Loidi,  4 

Lasarte  (near  San  Sebastian) 
011-34-943-366-471 

LA  BROCHE-SERGI  AROLA 

Miguel  Angel,  29 
Madrid 

011-34-91-399-3437 
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THOUGHTS 

On  the  Business  of  Life 


f 

■  n  a  recent  issue  of  Cosmopolitan,  Carol  Tiffany  has  done  to  garlic  what  Churchill's  volumes 
did  to  World  War  II.  My  own  wee  thought,  expressed  to  her  for  that  article,  on  this  flavorable 
uJL  essential  to  tasteful  living:  Garlic,  after  the  eating,  too  often  interferes  with  a  multitude  of 
sinning.  It  may  be,  as  some  folklore  would  have  it,  an  aphrodisiac,  but  does  it  seem  likely  that  a 
turn-on  would  be  at  one  and  the  same  time  such  a  turn-off?  — MALCOLM  S.  FORBES  (1982) 


Thy  nose  is  as  the  tower  of  Lebanon 
which  looketh  toward  Damascus. 

—SOLOMON'S  SONG  7:4 


Those  who  in  quarrels  interpose, 
must  often  wipe  a  bloody  nose. 

—JOHN  GAY 


Bah!  The  thing  is  not  a  nose  at  all, 
but  a  bit  of  primordial  chaos  clapped 
on  to  my  face. 

—H.G.WELLS 


It  is  fortunate  that  diplomats  have 
long  noses  since  they  usually  cannot 
see  beyond  them. 

—PAUL  CLAUDEL 


He  walks  as  if  balancing  the  family 
tree  on  his  nose. 

—RAYMOND  MOLEY 


Had  Cleopatra's  nose  been  shorter, 
the  whole  face  of  the  world  would 
have  been  different. 

—BLAISE  PASCAL 


He  that  has  a  mickle  nose  thinks 
everybody  is  speaking  of  it. 

— JAMES  KELLY 


An  inch  in  a  man's  nose  is  much. 

— H.G.  BOHN 


A  gentleman  with  a  pug  nose 
is  a  contradiction  in  terms. 

—EDGAR  ALLAN  POE 


In  cleaning  the  nose,  the  rules 
of  cleanliness  and  decency  should 
be  exactly  followed,  always  turning 
a  little  to  one  side,  and  making  use 
of  a  handkerchief. 

—ST.  JOHN  BAPTISTE  DE  LA  SALLE 


My  nose  itched,  and  I  knew  I  should 
drink  wine  or  kiss  a  fool. 

—JONATHAN  SWIFT 


The  wringing  of  the  nose  bringeth 
forth  blood. 

—PROVERBS  30:33 


A  big  nose  never  spoils  a  pretty  face. 

—FRENCH  PRO\ 


A  large  nose  is  the  mark  of  a  witty, 
courteous,  affable,  generous  and 
liberal  man. 

—CYRANO  DE  BERGE 


The  modern  nose,  like  the  modern 
eye,  has  developed  a  sort  ofmicroscoi 
intercellular  intensity  which  makes  o 
human  contacts  painful  and  revoltin 
—MARSHALL  MCLUF 


There  is  nothing  so  difficult  to  marry 
as  a  large  nose. 

—OSCAR  WL 


A  Text... 

The  way  of  a  fool  is  right  in  his 
own  eyes:  but  he  that  hearkenet 
unto  counsel  is  wise. 

—PROVERBS  i: 
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EDITOR'S  LETTER 


by  Patrick  Dillon 


We're  not  smug,  but  we're  certainly  not  apolo- 
gizing for  being  bold.  In  fact,  as  we  advance 
into  even  more  turbulent  times,  we're  deter- 
mined to  be  bolder  still.  And  more  helpful.  With 
our  new  partner,  Best  of  The  Web,  every  issue 
of  Forbes  ASAP  will  deliver  essential  informa- 
tion to  help  you  execute  Internet  searches  to 
find  the  best  data  and  services  available. 

Which  brings  us  to  our  cover  package, 
"Internet  II:  Rebooting  the  Revolution." 
Compiled  by  a  team  of  Forbes  ASAP  editors, 
writers,  and  contributors  and  leading  with  an 
essay  by  Michael  S.  Malone,  my  predecessor 
as  editor  of  ASAP,  this  comprehensive  survey 
points  us  toward  what  may  be  the  biggest 
boom  yet.  Looking  over  the  horizon  to  2004- 
2005,  we  see  a  formidable  convergence  of  the 
Internet,  optical  fiber,  semiconductors,  e-com- 
merce,  swift  and  secure  online  transactions, 
and  robust  information  technology.  In  short, 
we  think  there  really  will  be  a  new  economy, 
and  this  time  we're  going  to  get  things  right. 


On  a  May  morning  in  1992  a  three-way 
telephone  conversation  took  place 
about  an  economy  growing  both  more 
tumultuous  and  more  opportune  by  the  month. 
The  imperative  behind  the  call  was  to  find  a 
means,  and  a  magazine,  to  measure  that  mysti- 
fying economy.  On  the  line  were  Steve  Forbes, 
editor  in  chief  of  the  magazine  his  grandfather 
had  founded  75  years  earlier;  George  Gilder, 
best-selling  author  and  seer  of  the  nascent 
digital  age;  and  Rich  Karlgaard,  who  had 
recently  left  Upside,  the  business  technology 
magazine  he  cofounded  in  1989. 

"Steve  and  George  clearly  saw  the  econ- 
omy being  powered  by  an  explosion  of  infor- 
mation technology,"  Karlgaard  recalls.  "They 
saw  the  boom  in  data  storage  and  the  increas- 
ing role  entrepreneurial  capitalism  was  play- 
ing. Steve  Forbes  wanted  a  new  magazine  that 
would  be  dedicated  to  not  only  deciphering 
the  digital  age  but  one  capable  of  looking  at 
what  might  lie  ahead." 

And  he  wanted  it,  naturally,  as  soon  as 
possible.  Seven  months  later,  the  first  issue 
of  Forbes  ASAP  appeared,  with  the  cover 
line,  "A  Technology  Supplement  to  Forbes 
Magazine."  In  his  inaugural  editor's  letter, 
Karlgaard  invited  readers  to  "think  of  us 
as  hired  interpreters  for  the  most  tur- 
bulent period  in  business  history."  Nine 
years  later,  that  mission  still  holds.  We've 
added  a  few  flourishes  to  increase  the 
magazine's  usefulness  to  Forbes  readers.  But 
the  role  of  interpreter  has  grown  more  impor- 
tant now  because  the  times  have  become  even 
more  turbulent — but,  from  our  perspective, 
even  more  interesting  and  opportune. 

As  many  in  the  media  —  including  some 
who  crowed  about  how  the  new  economy  was 
immune  to  the  periodic  reversals  of  the  past — 
print  thinly  disguised  apologias  for  their  "irra- 
tional exuberance,"  we  at  Forbes  ASAP  are 
buoyed  by  our  track  record.  We  called  the  rise  of 
the  Internet  (and  the  pivotal  role  of  Netscape) 
before  anyone.  Five  years  later,  we  were  the 
first  to  predict  the  fall  of  the  lavishly  funded  dot- 
coms. We  were  one  of  the  first  to  publish  a  com- 
prehensive package  on  biotech  in  1999.  And  in 
the  spring  of  2000,  we  forecast  a  venture  capital 
crisis  nine  months  before  the  public  bloodbath. 


The  next  boom  will  not 
come  unless  we  Americans 
are  willing  to  shoulder 
an  enormous  burden  and 
pay  a  hefty  price. 

Yet  we  report  this  story  with  the  healthy 
skepticism  that  the  founder  of  this  company, 
B.C.  Forbes,  mandated  84  years  ago.  Daniel 
McFadden,  winner  of  the  2000  Nobel  Prize  for 
economics,  and  others  sound  crucial  notes  of 
caution.  The  next  boom  will  not  come  unless 
we  Americans  are  willing  to  shoulder  an  enor- 
mous burden  and  pay  a  hefty  price.  We're 
talking  about  retooling  the  nation's  infrastruc- 
ture— once  a  source  of  tremendous  pride,  now 
overburdened  and  threatened.  Our  energy 
sources,  airports,  highways,  landfills,  water 
sources,  and  even  public  policy  are  simply — 
and  glaringly — not  up  to  the  job  of  carrying 
the  new  boom.  In  effect,  then,  our  cover  pack- 
age is  about  a  race  against  the  clock,  one  that 
must  begin  immediately  and  that  we  dare 
not  lose.  ■ 
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know  and  understand 
your  customers.  So 
you  can  give  them 
personalized  service. 
Companies  like 
GE,  Bayer  and 
Nestle  USA  use  our 
technology. 
Companies  who 
believe  in  one  kind 
of  customer.  The 
loyal  one. 


Good  service 
is  good  business. 
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IS  THAT  YOUR  FINAL  ANSWER? 

Your  comments  in  "Burning  Questions, 
Final  Answers"  [May  28,  2001]  on  the 
late  Bob  Widlar  ["Who  is  high  tech's 
Edison?"]  were  generally  correct,  but 
there  were  at  least  a  couple  of  small 
errors.  It  was  a  sheep,  not  a  goat,  that 
Widlar  brought  in  to  mow  the  lawns. 
Also,  I've  been  told  that  Bob  gave  the 
sheep  to  the  bartender  at  the  end  of 
the  night,  but  there  may  be  some  debate 
on  that. 

I  also  was  told  (by  Bob  Dobkin,  the 
guy  who  rode  with  Mr.  Widlar  in 
the  front  seat  of  the  Mercedes)  that  the 
sheep  was  not  in  the  trunk 
but  in  the  back  seat. 
ROBERT  A.  PEASE 
National  Semiconductor 
Santa  Clara,  California 

Your  answer  for  question  36 
["When  was  the  term  vapor- 
ware coined?"]  was  not  cor- 
rect. The  term  vaporware 
was  used  in  the  1970s  to  refer 
to  IBM  hardware  and  software  that  was 
"announced"  but  not  actually  working 
yet.  Other  vendors  then  copied  the  ap- 
proach by  pre-announcing  product 
availability  to  keep  competitors  at  bay, 
then  announcing  delayed  delivery  dates. 
ROBERT  M.  BEREST 
Manhasset,  New  York 

Although  I  appreciate  the  sometimes 
offbeat  tone  of  "Burning  Questions, 
Final  Answers,"  the  paraphrase  attrib- 


OUR  READERS  RESPOND 


uted  to  me  [in  the  answer  to  question 
58]  is  not  at  all  accurate.  I  am  credited 
with  saying  that  computers  are  already 
a  lot  smarter  than  the  dumbest  human 
being.  That's  not  what  I  said  and  not  at 
all  my  position.  I  pointed  out  certain 
ways  in  which  machines  exceed  human 
intelligence  today  (such  as  the  speed 
and  accuracy  of  factual  recall),  but 
stated:  "Machines  do  not — yet — have 
the  depth  and  subtlety  of  human  intelli- 
gence, which  is  based  primarily  on  its 
powers  of  pattern  recognition." 

I  then  went  on  to  say,  "Machines 
will  match  human  intelligence  in  the 
ways  that  humans  are  now  superior 
within  30  years.  ...Nonbiological  intelli- 
gence will  then  combine  these  human 
skills  with  the  speed,  memory,  and 
knowledge-sharing  ability  that  machines 
already  excel  in.  It  will  be  a  formidable 
combination." 

So,  it's  the  difference  between  2001 
and  2030. 
RAY  KURZWEIL 
Kurzweil  Technologies 
Wellesley  Hills,  Massachusetts 


The  Japanese  calculator  company  Busi- 
com's  decision  to  let  the  rights  to  the 
microprocessor  revert  to  Intel,  thus 
theoretically  costing  itself  $170  billion, 
isn't  even  close  to  the  worst  tech  deci- 
sion ever  made.  I  would  like  to  nomi- 
nate IBM's  decision  to  allow  Microsoft 
to  keep  the  rights  to  the  operating 
system  that  Microsoft  developed  for  the 
first  IBM  PC. 
YALE  EMMER 
Sarasota,  Florida 
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Now  you  can 
of  Fidelity  sector  fund 


get  the  benefit 
investing  in  your  annuity. 


Did  you  know  that  you  can 
invest  in  a  family  of  Fidelity  VIP 
sector  funds  in  your  Fidelity1  Tax- 
Deferred  Variable  Annuity? 

Which  means  that  you  can  invest 
tax  deferred  in  the  specific  industry 
sectors  that  you  think  may  provide  a 
long-term  performance  advantage. 
You  can  even  switch  among  the  funds 


tax  free  —  an  especially  important 
benefit  in  volatile  markets. 

Plus,  you'll  get  the  expertise  and 
assistance  you  need  to  integrate 
sector  funds  into  a  diversified 
annuity  portfolio. 

Put  the  strength  and  expertise  of 
Fidelity  tc  work  on  your  annuity  to 
help  you  see  yourself  succeeding. 


Introducing 
Sector  Funds  in  a 
Fidelity  Annuity 

Get  the  expert  help  you  need  to  make  the  most  of  your  annuity. 

•  Seven  new  Fidelity  sector  funds  to  choose  from 

•  28  other  Fidelity  and  non-Fidelity  annuity  funds  available 

•  Transfer  your  annuity  to  Fidelity  tax  free2 


Fidelity  Bj  3  Investments 
Call  1-800-544-4713  or  visit  a  Fidelity  Investor  Center 


delity  refers  to  Fidelity  Investments  Life  Insurance  Company  and  in  NY,  Empire  Fidelity  Investments  Life  Insurance  Company.  The  term  "VIP" 
fers  to  Variable  Insurance  Products.  Investing  in  sector  funds  may  be  more  volatile  due  to  their  narrow  investment  concentration.  Investments 
VIP  sector  funds  transferred  or  withdrawn  in  less  than  60  days  will  be  assessed  a  1%  redemption  fee,  which  is  retained  by  the  fund, 
efore  transferring,  check  with  your  current  annuity  provider  to  see  if  it  will  assess  a  surrender  charge. 
ie  sector  fund  portfolios  may  not  be  available  in  all  states. 

riable  annuity  values  and  investment  returns  will  fluctuate  and  you  may  have  a  gain  or  loss  when  money  is  withdrawn.  Taxable  amounts 
thdrawn  prior  to  age  5914  may  be  subject  to  a  10%  penalty  tax. 

>r  more  information,  including  charges  and  expenses,  call  1-800-544-4713  for  a  free  prospectus.  Please  read  it  carefully  before  investing  or 
nding  money.  Fidelity  Retirement  Reserves  (policy  form  no.  NRR-96100,  et  al.)  is  issued  by  Fidelity  Investments  Life  Insurance  Co.  For  NY  residents, 
;tirement  Reserves  is  issued  by  Empire  Fidelity  Investments  Life  Insurance  Co.,  NY,  NY.  Fidelity  Brokerage  Services,  Member  NYSE,  SIPC, 
delity  Insurance  Agency,  Inc.  and  Fidelity  Investments  Insurance  Agency  of  Texas,  Inc.  are  the  distributors.  129183 


BUEN  VIh/E 

Your  article  on  renegade  former  CIA 
agent  Philip  Agee's  dot-com  business  in 
Cuba  ["Cuban  Retreat,"  May  28,  2001] 
concludes  by  saying  U.S.  statutes  pro- 
hibit Americans  from  visiting  Cuba. 
That's  OK  for  shorthand,  but  I'm  sur- 
prised a  fine  capitalistic  pub  like  yours 
didn't  make  the  point  that  what  is  ille- 
gal is  spending  money  in  Cuba,  not  vis- 
iting. If  you  can  find  someone  else  to 
pay  for  your  trip,  enjoy.  And  if  you're  a 
journalist  (or  someone  else  on  a  U.S. 
Treasury-sanctioned  visit)  you  can  even 
spend  greenbacks,  within  limits. 
KEN  DALECKI 
Colesville,  Maryland 

VENTURE  CAPITAL'S  MEA  CULPA 

I  read  "Who's  to  Blame?  Me"  by  Howard 
Anderson  [May  28,  2001]  and  loved  it.  I 
think  it's  the  first  time  a  VC  has,  with 
courage,  made  a  bold  statement  on  the 
orgy  of  venture  capital  investment  in 
companies  that  were  not  sustainable  or 
had  fundamentally  flawed  ideas  and 
business  plans.  This  article  is  a  must-read 
for  company  senior  managers  and  VCs. 

I  have  with  me  a  page  titled  "The 
Marks  of  Maturity,"  with  12  points.  I 
wish  to  quote  one  here:  "Mature  is  he 
who  has  the  humility  to  say  'I  was  wrong' 
and  the  self-control  not  to  say  'I  told  you 
so'  when  he  is  proved  right." 
KUMAR   KRISHNAMURTH  Y 
Datasoft  System 
St.  Joseph,  Michigan 

ALL  IN  A  NAME 

I  greatly  enjoyed  the  contrasting  views 
presented  on  page  18  of  your  April  2, 
2001,  issue. 

On  the  left  side,  you  have  historical 
and  current  comments  from  Jeremy 
Siegel  that  explain  a  lot  of  what  is  hap- 


pening in  the  market,  and  what  may  con- 
tinue to  happen  as  market  returns  nor- 
malize over  the  long  run  ["Professor  of 
P/E"].  On  the  right,  you  have  Robert 
Lessin  of  Wit  SoundView  Group,  who 
still  doesn't  get  it  ["Angels  in  America"]. 

The  terms  Internet  economy  and 
Internet  companies  art  rubbish  because 
they  refer  to  nothing.  The  Internet  is  a 
channel,  like  the  telephone,  like  retail 
outlets.  Amazon  is  a  general  store  that 
sells  products  using  the  Internet  as  its 
communications  tool. 

IParty  is  no  more  an  |  

e-commerce  company  than 
Sears.com.  The  fact  that 
so  much  capital  has  been 
thrown  at  Internet  compa- 
nies would  be  funny  if  it 
were  not  causing  so  many 
problems  for  so  many.  The 
money  is  gone,  but  the  indi- 
gestion is  just  beginning. 
MIKE  ZAMBETTI 
Ponte  Vedra  Beach,  Florida 

ROBBER  BARON  REDUX 

As  one  of  the  attorneys  representing  the 
AOL  "volunteers"  in  their  lawsuit,  I  find 
the  responses  from  certain  of  your  read- 
ers to  "The  Little  People  vs.  America 
Online"  off  base  ["Letters  to  ASAP," 
April  2,  2001].  My  clients'  case  against 
AOL  has  nothing  to  do  with  whether 
they  "volunteered"  to  work  without 
compensation  or  whether  they  worked  in 
exchange  for  the  sheer  enjoyment  of 
being  a  chat  host  or  message  board  mon- 
itor. Nor  is  it  about  greedy  capitalism 
and  the  virtue  of  allowing  the  competi- 
tive marketplace  to  influence  wage  levels. 
Rather,  it  is  about  AOL's  responsibilities 
as  a  corporate  citizen  and  its  obligation 
to  contribute  to  society  by  creating  jobs. 

The  purpose  of  the  minimum  wage 
law  is  not  just  to  mandate  a  minimum 
hourly  wage  but  to  encourage  full 


employment  by  requiring  private,  for-1 
profit  employers,  like  AOL,  to  compen- 
sate their  workers. 

Unless  your  readers  truly  believe  we 
should  return  to  a  strict  laissez-faire 
economic  system,  as  existed  during  the 
age  of  the  robber  barons  and  that 
brought  about  the  economic  collapse 
of  the  Great  Depression,  they  should 
be  outraged  by  AOL's  conduct. 
LEON  GREENBERG,  ESQ. 
New  York,  New  York 


ERRATA 

In  "Burning  Questions,  Final  Answers" 
[May  28,  2001],  the  first  photograph  on 
page  44  was  mislabeled.  The  caption 
should  have  read,  "Gordon  Moore  now 
with  Robert  Noyce  then." 

In  "Bitter  Pills"  [May  28,  2001], 
page  22,  thalidomide  should  have  been 
identified  as  an  anti-angiogenic,  a  com- 
pound capable  of  preventing  blood  ves- 
sels from  forming. 

In  "Micromachines:  They're  Huge" 
[April  2,  2001],  the  photo  of  the  micro- 
thruster  on  a  penny,  page  41,  was  reprinted 
without  the  permission  of  the  Aerospace 
Corporation.  We  regret  the  oversight. 

READERS,  TELL  US  WHAT  YOU  THINK: 

Email  rant@forbesasap.com 
Fax        (650)  558-4995 
Snail      555  Airport  Blvd. 
5th  Floor 

Burlingame,  CA  94010 
Web  www.forbesasap.com 
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•C:    Agilent  Technologies 

•■*;"'■    Innovating  the  HP  Way 

Agilent  Technologies  is  a  new  company 
composed  of  the  former  Hewlett-Packard 
test  and  measurement,  chemical  analysis, 
semiconductor  components  and  medical 
products  businesses,  www.agilbnt.com 
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As  one  of  the  world's  premier  design  firms,  frog  design  has  to  meet  incredibly  short  deadlines.  Case 

point:  a  famous  global  car  company  asked  frog  design  to  concept  and  execute  the  interior  of  their  n<  «.And 

electric  vehicle.  Usual  turnaround  time:  up  to  a  year.  However,  the  car  company  needed  the  new  desij  #A;  • 

in  just  ten  weeks.  To  handle  the  latest,  most  complex  software,  frog  design  relied  on  a  system  basi  %; 

I 


n  AMD  Athlon  "  processor.  The  designers  were  thrilled  with  the  dramatically  reduced  rendering 
.  s.  And  the  IT  guys  were  even  more  impressed  with  the  reliability  of  the  AMD-based  system.  The 
It?  An  inspired  design,  delivered  on  time  and  on  budget.  If  your  business  needs  an  edge  meeting 
ter  and  shorter  deadlines,  find  out  how  AMD  makes  it  possible.  Learn  more  at  www.amd.com/frog 
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CA  Wireless  Partnership 


NOKIA  •  EDS  •  KYOCERA  •  SYMBOL  •  AET 


successful 


Capitalizing  on  opportunities  in  mobile  eBusines 
integration  of  wireless  technology  with  existing  infrastructures.  That's  why  CA 
is  proud  to  be  partnering  with  wireless  market  leaders  and  global  professional 
service  providers  to  create  enterprises  without  boundaries.  CA's  security, 
infrastructure,  and  information  management  solutions  are  not  only  industry 
leaders,  they're  also  hardware  and  software  neutral.  So  future  wireless 
initiatives  will  be  limited  by  nothing  but  the  imagination. 

HELLO  TOMORROW  I  WE  ARE  COMPUTER  ASSOCIATES  I  THE  SOFTWARE  THAT  MANAGES  eBUSINESS' 
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|A  Swing  and  a  Miss 

Scorekeeping  on  a  handheld  in  San  Francisco 

IT'S    THE    T  0  P  of  the  second  inning  at  Pacific  Be 
Park,  America's  most  technologically  advanced  baseball 
stadium,  where  the  San  Francisco  Giants  have  installed 
infrared  beaming  stations  so  fans  can  down- 
load rosters,  player  stats,  and  scorecards  on 
their  handheld  computers. 

The  team  hopes  this  21st  century  wireless 
tuff  will  revive  the  ancient  art  of  keeping 
core.  It's  supposed  to  be  simple,  timely,  and 
un.  Eventually,  it  might  help  transform  some 
of  the  dilettantes  pouring  through  the  turn- 
stiles into  baseball  fanatics. 

I  give  it  a  try  on  my  Palm  Illxe.  The  Giants 
are  trailing  the  hated  Dodgers. 

Armando  Rios  is  leading  off  for  the  home 
team.  I  think.  It's  hard  to  be  at  the  cutting 
edge  of  consumer  technology  while  mustard  and 
sauerkraut  coat  both  dog  and  Palm. 

I've  been  keeping  score  at  baseball  games  ever  since 
Bob  Gibson  was  racking  up  column  after  column  of  strike- 
outs during  my  naive  youth  at  Busch  Stadium  in  St.  Louis. 
Now  I  have  all  the  latest  personal  digital  gizmos  (PDGs).  I 
have  even  been  known  to  beam  a  few  business  cards  in  my 
day,  although  never  to  an  attractive  woman  on  a  passing 
train,  as  the  ad  suggests.  This  new  use  for  the  beaming  PDG 
doesn't  seem  to  be  catching  on.  I  stand  there  alone,  in  front  of 
the  cool  new  beaming  station. 


At  Pac  Bell  Park,  people  are 
looking  at  me  funny.  I  feel  as  if  I'm 
violating  some  local  ordinance. 


The  techno  mavens  call  this  "ubiquitous  computing." 
Some  15  million  handheld  devices  are  using  the  Palm  operating 
system.  Palm  hopes  beaming  capabilities  will  help  improve 
skidding  sales.  "It's  a  very  big  deal,"  says  Jean-Pierre  Le  Calvez, 
senior  director  of  strategic  marketing  and  analysis  at  Palm  Com- 
puter, which  collaborated  with  WideRay,  maker  of  the  beam- 
ing station,  to  cook  up  the  new  "paradigm." 
I  call  it  ubiquitous  frustration. 

Maybe  it's  useful  at  trade  shows  and  glitzy  retail  centers. 


At  the  Cannes  Film  Festival,  you  can  even  get  up-to-the- 
minute  lists  of  all  the  hot  events  you  can't  get  into. 
Way  cool.  But  it  ain't  baseball. 

At  Pac  Bell  Park,  people  are  looking  at  me  funny.  I  feel  as 
if  I'm  violating  some  local  ordinance,  perhaps  a  sub-clause  in 
the  laws  against  inappropriate  cell-phone  use. 

This  high  tech  system  proves  no  match  for  the  idiosyn- 
crasies and  stop-start  pace  of  the  national  pastime.  The  beam- 
ing stations  are  refreshed  once  for  each  homestand,  but  the 
lineups  still  proved  to  be  all  wrong. 

I  tried  it  again  for  the  second  game  of  the  Dodgers  series, 
arriving  an  hour  early  to  make  sure  I  had  the  lineups  set  before 
the  first  pitch.  This  system  has  some  advantages,  allowing  you 
to  easily  note  where  balls  are  hit,  substitute  position  players, 
and  record  balls  and  strikes  without  making  a  mess  of  things. 

But  the  batteries  on  my  Palm  were  so  low  they  didn't  last 
past  the  national  anthem.  Luckily,  a  nice  young  man  from 
WideRay,  lurking  around,  keeping  note  of  how  people  were 
enriching  their  ballpark  experience  with  the  beaming  kiosk, 
loaned  me  a  Palm  competitor,  a  Handspring  Visor.  (It  helps  to 
be  wearing  a  media  tag.) 

By  the  seventh  inning,  the  Visor  warns  that  the  batteries 
are  "extremely  low!"  By  the  eighth,  the  damned  thing  is 
switching  itself  off,  barely  leaving  me  time  to  mark  the  plays. 

Bottom  of  the  ninth.  The  Giants  have  a  six-run  deficit  to 
surmount.  The  Visor  dies.  I  pull  out  pencil  and  notepad. 

Giants  lose,  14-8.  Pencil  wins,  1-0.  CARL  HALL 


Forbes   September  10,  2001    I  21 


What's  a  VC  to  Do? 

Someone's  always  looking  for  a  bargain 

AS     THOUSANDS     OF  new  economy  startups 
crashed  and  burned  this  past  year,  speculation  mounted 
that  the  venture  capitalists  they  once  enriched  were 
now  cautiously  sitting  on  pots  of  gold  and  playing  golf. 
But  the  VCs  we  talked  to  say  it's  only  the  limited  part- 
ners, the  investors  behind  the  venture  funds,  who  get  to 
perfect  their  putts. 

So  what  are  these  high-powered  moneylenders  up  to  now? 

Damage  control.  VCs,  like  the  rest  of  us,  have  lost  a  lot  of 
money  lately.  Some  25%  are  expected  to  go  out  of  business 
over  the  next  several  years.  "Sometimes  your  widget  doesn't 
widge,"  says  Alan  Salzman,  founding  partner  at  VantagePoint 
Venture  Partners.  He  should  know.  His  firm  recently  faced  the 
grim  task  of  writing  severance  checks  after  one  bankrupt  port- 
folio company's  management  team  had  squandered  its  money. 
Then  there's  the  job  of  smoothing  things  out  at  companies  that 
survived  but  were  merged,  downsized,  or  acquired.  Says  Philip 
Gianos  of  InterWest  Partners:  "I'm  acting  like  a  marriage  coun- 
selor, which  is  a  full-time  job  right  now." 

Scouring  the  ocean  floor.  Last  year,  says  one  observer,  "You 
felt  lucky  to  be  able  to  invest  in  a  new  technology  startup." 
This  year,  VCs  get  to  play  God,  waiting  to  invest  until  impover- 
ished companies  are  desperate  for  cash.  "I've  been  out  bargain 
shopping,"  says  Heidi  Roizen  of  Softbank  Venture  Partners, 
sipping  chardonnay  on  a  rolling  lawn  at  the  Atherton,  Califor- 
nia, home  of  a  fellow  VC.  "I  can't  believe  these  valuations!" 

Revisiting  old  friendships.  Last  year's  "shootouts"  for 
deals  have  subsided.  VCs  are  again  finding  synergies  with 


competitors.  "The  tourists  are  gone,"  says  Accel  Partners  uber 
investor  Jim  Breyer,  alluding  to  the  rush  of  cash-happy 
hobbyists  —  both  individuals  and  companies — combing  the 
landscape  for  gold  in  recent  years. 

Business  as  usual.  Sort  of.  VCs  are  doing  what  they  do  best: 
investing  in  startups,  although  the  pace  has  slowed.  Accord- 
ing to  research  firm  Venture  Economics,  VC  investments  have 
fallen  by  nearly  two-thirds,  from  $27.2  billion  in  Q2  last  year 
to  $10.6  billion  in  Q2  this  year.  Still,  they're  actually  spending 
more  this  year  in  some  sectors,  such  as  wireless,  biotechnology, 
fiber  optics,  and  data  storage.  E-commerce,  of  course,  was  the 
big  loser,  with  VC  investing  sinking  from  $210  million  in  the 
first  quarter  of  last  year  to  $3.3  million  by  the  fourth  quarter. 

But  venture  capitalists  had  better  keep  investing,  warns  Steve 
Lisson,  who  runs  the  popular  InsiderVC.com.  According  to 
data  tracker  VentureOne,  27  venture  capital  firms  have  com- 
pleted raising  funds  of  more  than  $1  billion  each  since  the  start 
of  the  dot-com  doldrums  in  spring  2000.  Says  Lisson:  "They've 
got  to  use  it  or  lose  it."  SHELLEY  PANNILL 
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NEVER  SAY  "SELL"     Losing  all  perspective  on  Lucent  Technologies 


0  $49.50,  maintain  BUY  rating:  "We  believe  the  company  can  leverage  its  strengths.  Price  target:  $63." — Chase  H&Q 

©  $31.38,  downgrade  to  LONG-TERM  BUY:  "We  are  hard  pressed  to  encourage  investors  to  buy." — J.P  Morgan  Securities 
0  $20.94,  downgrade  to  LONG-TERM  ACCUMULATE:  "Expect  more  conservative  revenue  growth." — Merrill  Lynch 
O  $10.27,  downgrade  to  MARKET  PERFORMER:  "Alas,  our  thesis  has  been  dead  wrong." — Robertson  Stephens 
0  $8.32,  downgrade  to  BUY:  "The  upside  in  Lucent  remains  extremely  limited." — Banc  of  America  Securities 
0  $6.67,  upgrade  to  STRONG  BUY:  "The  worst  is  behind  the  company." — Lehman  Brothers 


One-year  stock  performance  for  Lucent 
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HOTOGRAPHIC  RESOLUTION 
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Bring  your  copies  into  focus.  Toshiba's  new  e-STUDI035  multifunction  copier  offers 
the  highest  resolution  in  its  class — an  ultrasharp  2400x600  dpi.  It's  also  equipped  with 
printing  and  scanning  functions  as  well  as  walk-up  fax,  PC  fax  and  Internet  fax  capabilities. 
However,  the  most  eye-opening  feature  is  the  price.  To  view  our  complete  line  of  copiers, 

fax  machines  and  printers,  visit  copiers.toshiba.com  or  call  1-  3-TOSHIBA. 
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A  CEO#s  Regrets 


When  rewards  are  huge  and  hollow 

ALTHOUGH  KNOWN  as  the  marketing  guru  of  Silicon 
Valley,  Regis  McKenna  is  also  a  poet.  Here,  he  considers  the  fate 
of  a  friend,  whose  name  he  won't  disclose.  But  an  online 
search  found  that  when  former  Apple  CEO  Michael  Spindler 
stepped  down,  he  wrote  his  colleagues  a  farewell,  concluding 
with  a  line  from  McKenna's  poem. 


TO  THINE  OWN  SELF  BE  TRUE 


War  born  to  face 

a  hard  early  history 

I  come  from  another  place 

in  time  where  visions  and  dreams 

perished  facing  cold  reality 

I  come  of  another  mind  and  space 

shaping  my  own  moral  totality 

Who  I  am  is  set  deep  inside 
as  a  seed  to  ground  in  spring  I 
cannot  serve  unconnected 
stripped  of  touch  or  feel  as  if 
an  ancient  god  of  Greece  or  Rome 
taxing  fate  on  those  selected 

I  am  on  a  journey  of  the  soul 
one  that  searches  the  very 
boundaries  of  my  mind 
in  a  land  of  believe  and  make 
where  those  who  care  pay  a  toll 

Here  impatient,  impending 
demands  fuel  a  pace  unending 
progress  is  slow  judgment  fast 
rewards  huge  and  hollow 


the  price  of  a  crown  once  fine 

as  power  weighs  down 

from  the  board  cold  bottom  line 

Days  are  full  yet  empty 
shrinking  scarce  time  and  me 
my  life  is  dying  unattended 
I  cannot  be  there 
nights  alone  ever  extended 
I  can  only  imagine  an  escape 
slipping  from  the  boardroom 
unnoticed  and  unaffected 
it  must  happen  one  day  soon 
tomorrow  perhaps 
I  will  become  whole  again, 
connected 

renew  the  father,  husband  and  self 
I  am 

free  of  loyalty  to  my  own  good 
senses 

for  now  I  search,  options  all 
too  few 

one  to  find  the  bottom  line 
the  other  to  whom 
I  may  be  true 
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Power  to  the  People 

The  biggest  energy  hog?  Try  Qatar 


Category:  Per  capita 
electricity  usage 
Record  holder:  Qatar 
Record:  291,708  kilowatt 
hours 

On  a  per  capita  basis, 
the  American  people  are  not 
the  biggest  energy  hogs  in 
the  world.  That  distinction 
goes  to  Qatar,  a  tiny  nation 
on  the  Persian  Gulf.  Because 
of  its  low  population  and 
intense  petrochemical  indus- 
try energy  consumption, 
Qatar  uses  roughly  15  times 
the  amount  of  energy  per 
person  as  the  global  average. 
Americans  rank  10th. 

Worldwide,  13  trillion 
kilowatts  of  electricity  were 
used  in  1999.  That  number 
will  nearly  double  by  2020, 
primarily  because  of  devel- 
opment in  Asia  and  South 
and  Central  America. 

The  United  States  is  pro- 
jected to  remain  the  single 
biggest  user  of  energy  in  the 
world.  Since  1970  the  U.S. 
population  has  increased  by 
32%,  while  its  consumption 
of  energy  has  grown  133%. 

Bet  you  didn't  know: 

One-third  of  the  world's 
population  still  has  no 
electricity. 

Category:  Reliance  on 
nuclear  power 
Record  holder:  France 
Record:  Nuclear  power 
accounts  for  75%  of  France's 
power  needs. 

Today  436  nuclear  power 
plants  supply  16%  of  the 
world's  electricity.  Yet  public 
opinion  about  nuclear  power 
continues  to  gyrate  wildly. 


Germany,  which  relies 
on  nuclear  energy  for  30% 
of  its  power,  has  announced 
plans  to  phase  out  its 
nuclear  power  plants. 

The  United  States  receives 
19.8%  of  its  power  from 
its  103  operating  reactors, 
making  it  the  largest  gen- 
erator of  nuclear  power. 

Bet  you  didn't  know: 

Vermont  generates  85.3% 
of  its  power  from  nuclear 
reactors,  the  highest  per- 
centage in  the  nation. 

Category:  World's  largest 
power  plant 

Record  holder:  Itaipu  Dam 
Record:  12.6  million 
kilowatts 

The  world's  largest  power 
plant,  the  65-story  Itaipu 
Dam,  first  began  generating 
power  in  1984  and  was 
completed  at  a  cost  of  $18 
billion.  The  dam  was  built 
on  the  world's  seventh- 
largest  river,  the  Parana, 
between  Paraguay  and 
Brazil.  The  dam's  18  gener- 
ators supplied  more  than 
80%  of  Paraguay's  needs 
in  2000  while  generating 
enough  electricity  to  power 
Brazil  for  three  months. 

Bet  you  didn't  know: 

While  the  Itaipu  power 
plant  displaced  4,000  peo- 
ple, China's  Three  Gorges 
Dam,  which  will  replace  it 
as  the  biggest  dam  in  the 
world  when  it  is  completed 
in  2009,  will  force  the  relo- 
cation of  between  1.1  million 
and  1.9  million  people. 

EDWARD  CLENDANIEL 
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We'll  Get  Your 
Digital  Assets  in  Shape... 


...and  you  don't  have  to  lift  a  finger. 

Reciprocal™  makes  it  easy  to  profit  from  digital  distribution.  We  offer 
everything  you  need  from  e-commerce  to  electronic  inventory  management, 
and  tie  it  in  with  leading  digital  rights  management  (DRM)  technologies. 
Our  services  are  easy  to  implement  and  user-friendly,  so  you  can  focus  on 
what  you  do  best.  Leave  the  heavy  lifting  to  us.  You  can  relax  for  a  change. 


1  Reciprocal,  Inc.  All  rights  reserved.  Reciprocal,  and  the  Reciprocal  symbol  are  trademarks  ol  Reciprocal,  Inc.  in  the  United  States  and  other  countries. 


Contact  us  at  1.888.871 . 1 600 
ww  w.reciprocaLcom 


The  Crash's 

Silver  Lining 

While  bankruptcy  firms  prosper,  dot-commers 

see  their  own  failures  as  just  speed  bumps 

EVERY    DOWNSIDE  has  an  upside,  and  in 
Silicon  Valley,  bankruptcy  lawyers  are  doing  a 
brisk  business  these  days.  But  dot-com  bankrupt- 
cies come  with  unique  problems.  "For  one 
thing,"  says  Mark  Bostick,  head  of  the  bank- 
ruptcy department  at  the  Oakland,  California, 
firm  of  Wendel,  Rosen,  Black  &  Dean,  "there  are 
no  assets."  That  means  there's  next  to  nothing 
that  failed  companies  can  liquidate  to  pay  their 
creditors.  "All  the  equipment  is  leased, 
explains  Bostick,  "and  what's  not  leased  is 
usually  secured.  Not  to 
a  bank — I  have  yet  to 
see  a  bank  involved  — 
but  usually  to  a  venture 
capitalist  or  investor.  [The 
dot-coms]  never  ever  gen- 
erated funds.  They've  never 
had  a  product,  never  had 
any  revenues." 

Dot-com  companies  may  invest  a  great  deal  of  money 
in  developing  software,  but  if  they  go  bust,  that  software 


CLEANING  UP:  Asked  why  he  turned  his  stock  certificate — valued  at 
$8.5  million  a  year  ago — into  a  place  mat,  Sylvan  Clebsch,  a  California 
programmer,  said,  "It  keeps  the  table  fresh  and  clean." 


is  often  worthless.  If  the  software  hasn't  been  completely  devel- 
oped, or  if  its  developers  have  left  for  new  jobs  elsewhere  (and 
therefore  can't  run  the  software  they've  created),  it's  difficult  or 
impossible  to  sell.  "If  you  don't  keep  the  company  running,  the 
software  is  useless,"  says  Michael  Maker,  a  Santa  Clara,  Cali- 
fornia-based partner  with  Binder  &  Maker.  "It's  an  idea,  not 
something  tangible,  so  it's  hard  to  sell." 

Domain  names  won't  bail  out  a  company  either:  Domains^ 
that  were  valued  at  a  million  bucks  a  year  and  a  half  ago  now 
go  for  $10,000  to  $20,000. 

Then  there  are  the  leases.  One  splashy  dot-com  spent  $10 
million  on  tenant  improvements,  adding  a  never-used  digital 
broadband  studio,  to  an  88,000-square-foot  space  it  never 
occupied.  Before  declaring  bankruptcy,  the  company  tried  to 
sublet  the  offices  for  $55  a  square  foot.  Months  later,  the 
offices  remain  vacant. 

Another  difference  between  the  old  and  new  Silicon 
Valley  bankruptcy  is  that  nobody  seems  to  be  too  upset  by 
the  whole  thing.  "In  my  21  years  of  being  a  bankruptcy 
attorney,"  Maker  says,  "a  big  part  of  my  job  has  been  coun- 
seling. People  come  in  whose  businesses  have  failed,  and 
they're  terribly  depressed.  I  go  through  it  with  them  and  I  tell 
them,  'The  fact  that  the  business  failed  is  not  reflective  of 
you.  The  sun  one  day  will  shine;  you  will  rise  again.'  These 
dot-com  guys  come  in  and  I  go  through  my  Father  O'Reilly 
rap  and  say,  'Everything  will  be  OK,'  and  they  say,  'Of 
course  it  will.  In  fact,  next  time  it  will  be  better.' " 

SALLY  McGRANE 
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HP  Color  LaserJet  8550 


The  New  Xerox  Phaser  2135 


(3X  faster) 


XEROX  COLOR  PRINTERS  EXCEED 
ALL  SPEED  LIMITS. 


in  color  just  blew  the  competition  out  of  the  office.  Our  network-ready  Phaser  2135  color  printer,  from  the  combined  expertise  of  Tektronix  and  Xerox, 
brilliant  1200-dpi  color  at  an  incredible  21ppm  and  black  at  26ppm.  It's  powered  by  a  500  MHz  processor  and  offers  a  2850-sheet  capacity.  Plus,  it 
on  a  wide  variety  of  media,  up  to  12x18  and  751b  cover  stock.  Now  everythiny  you  create,  you  can  print  in-house.  Let  us  help  you  exceed  all  speed  limits 
ur  office  with  this  or  other  printers.  Call  1-877-362-6567  ext.  1814  or  visit  us  at  www.xerox.com/officeprinting/printl814. 


E  DOCUMENT  COMPANY 
XEROX 


XEROX  PRINTERS  MAKE  IT  HAPPEN 


XEROX 

NETWORK  PRINTERS 
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Revolution  by  Cell  Phone 

Text  messaging  thrives  in  the  Philippines 

WHEN  HUNDREDS  OF  THOUSANDS  of  protesters 
massed  in  central  Manila  in  January  to  oust  disgraced  Philip- 
pine President  Joseph  Estrada,  they  were  lured  out  of  their 
homes  and  offices,  not  by  megaphones  or  gunfire  but  by  mil- 
lions of  instant  messages  broadcast  to  their  cellular  telephones. 

"Full  mblsn  tday  EDSA"  and  "Go  2  EDSA.  Wear  Black" 
were  among  the  millions  of  text  messages  calling  upon  Manila 
residents  to  gather  at  the  EDSA  Shrine  to  rail  against  a  con- 
troversial Senate  vote  that  could  have  cleared  Estrada. 

Text  messaging  is  so  commonplace  that  one  message  that 
claimed  the  International  Exchange  Bank  was  going  to  fold 
triggered  a  bank  run. 

The  growth  of  text  messaging  in  this  sprawling  Southeast 
Asian  archipelago  is  staggering.  According  to  Nick  Thomp- 
son, a  senior  executive  at  the  Philippine  Long  Distance  Tele- 
phone Co.,  an  estimated  100  million  text  messages  clog  the 
wireless  networks  each  day  in  the  Philippines.  That  puts  the 
country  well  ahead  of  previous  world  leader  Germany  by  1  bil- 
lion messages  a  month. 

Why  the  huge  popularity  of  text  messaging  in  the  Philip- 
pines? In  a  country  in  which  almost  40%  of  the  population 
lives  on  a  $1  daily  income,  it's  cheap  (just  a  few  cents  per 
message)  compared  with  the  cost  of  a  phone  call. 

Preteen  Filipino  kids  have  become  so  addicted  that  the 
Department  of  Education,  Culture,  and  Sports  has  banned  the 
use  of  cell  phones  in  classrooms  to  prevent  cheating. 

The  phones'  distinctive  ring  is  common  in  churches,  restau- 
rants, shopping  malls,  and  hotel  lobbies. 

The  Philippines  has  become  a  popular  test  market  for 
makers  of  third-generation  information  networks. 
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CHEAP  TALK:  Messaging  is  easier  than  being  there  in  the  Philippines. 

It's  not  just  blocks  of  text  that  are  zapped  between  handl 
sets.  Animated  greeting  cards,  news  bites,  gossip,  and  evell 
love  songs  can  be  sent  over  the  Short  Message  System.  "It's  J 
convenient,"  says  real  estate  agent  and  photographer  Menchil 
Ongpin.  "I  can  pay  bills,  reserve  seats  and  movie  tickets,  gel 
traffic  reports,  and  check  email  while  stuck  in  Manila's  hor|| 
rendous  traffic." 

The  mobile  units  of  the  Philippine  Long  Distance  Telephontl 
Co.  are  adding  at  least  250,000  new  subscribers  monthly.  Andj 
with  cell  phone  penetration  at  only  10%,  the  demand  for  tex)| 
messaging  stands  to  grow  significantly. 

But  as  with  email,  a  mistake  can  prove  embarrassing! 
as  it  did  for  one  man  who  thought  he  sent  a  missive  to  hit 
mistress.  It  went  instead  to  his  wife's  best  friend,  wh<l| 
jokingly  threatened  to  reveal  the  mistake.  "He  called  m« 
immediately,  in  a  state  of  total  panic,  pleading  with  me  noil 
to  reveal  his  secret,"  the  best  friend  said.  "I  tortured  hirril 
for  a  while,  then  I  made  him  promise  to  give  me  a  fre«| 
room  for  10  years  at  their  island  resort." 

MICHAEL  BOCIURKIWl 


Seconds  to  Duck  and  Cover  Early  warning  system  for  earthquakes 


WHAT  IF  THERE  WERE  an  early 
warning  system  for  earthquakes.  Wouldn't  a 
minute  matter?  You  could  dive  under  your 
desk,  avoid  the  elevator,  or  shield  yourself 
from  shattering  glass. 

Few  people  are  aware  of  it,  but  the  tech- 
nology for  an  earthquake  early  warning  system 
has  been  available  for  more  than  a  quarter 
century.  Officials  at  San  Francisco  Inter- 
national Airport  have  installed  earthquake 
detection  equipment  that  can  shut  down  gas 
lines  and  warn  air  traffic  controllers  to  call 
off  runway  activity.  Officials  have  yet  to 
decide  if  they'll  notify  the  flying  public. 

The  cost  to  the  airport  was  minimal: 


$30,000  for  seismic  sensors.  The  sensors 
detect  preliminary  waves  (or  P  waves),  which 
travel  at  twice  the  speed  of  the  more 
destructive  shear  waves  (S  waves). 

"We  take  these  technologies  out  of  the 
ivory  towers  and  reconfigure  them  as  easy- 
to-use  industrial-grade  products,"  says  Owen 
Widdicombe,  president  of  Earthquake  Safety 
Systems,  which  markets  the  sensors.  He 
forecasts  a  potential  $600  million  market  in 
California  alone.  The  company  has  supplied 
earthquake  emergency  shutdown  systems 
for  gasoline  pipelines  in  Los  Angeles  and 
the  semiconductor  industry  around  San 
Francisco  and  Portland,  Oregon.  Other  com- 


panies sell  quake  alarms  for  homes,  schools, 
and  small  offices  that  run  on  a  9-volt  battery 
and  cost  less  than  $25  online  at  sites  such 
as  Earthquakestore.com. 

Seismic  warning  systems  have  been 
developed  for  California  fire  stations  to 
automatically  open  bay  doors  and  turn 
on  fire  engines.  Oncoming  traffic  will  stop 
at  the  Lion's  Gate  Bridge  in  British  Colum- 
bia when  sensors  detect  P  waves.  In 
Calistoga,  California,  a  piercing  sound  will 
warn  anyone  within  a  five-mile  radius. 
Similar  public  warning  systems  have  been 
used  in  Mexico  City  and  Taiwan. 

MICHAEL  BOLAND 
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Web       It's  Right  Before  Your  Eyes 


It's  really  quite  down  to  earth 

WHILE  WE  EARTHLINGS  ponder  the 
dilemma  of  broadband's  last  mile,  Vinton 
Cerf,  the  father  of  the  Internet,  is  ponder- 
ing the  last  249  million  miles — between 
Earth  and  Mars.  Designing  the  Inter- 
planetary Internet,  he  expects  to  improve 
communication  among  probes  on  Mars, 
astronauts,  and  scientists  on  the  mother- 
ship,  Earth. 

"As  we  begin  to  venture  into  space, 
whether  it's  robots  or  humans,  we  have 
to  have  a  reliable  means  of  communica- 
tion," says  the  58-year-old  scientist.  "Our 
long-range  goal  is  to  establish  a  perma- 
nent system  that  will  allow  us  to  com- 
municate anywhere  in  the  solar  system." 

For  Mars,  far 
colder  than  Earth 
and  as  near  as  34.7 
million  miles  and 
as  far  as  249  million 
miles,  depending  on 
its  orbit,  the  chal- 
lenge is  immense. 
Current  technology 
makes  voice  com- 
munication for  a 
manned  mission  anywhere  beyond  the 
moon  (a  paltry  240,000  miles  away) 
impossible.  The  transfer  rate  of  informa- 
tion between  the  Earth  and  Mars,  for 
example,  is  only  300  bits  per  second,  far 
slower  than  the  average  PC  modem. 

Within  two  years,  Cerf  expects  to 
create  a  Mars  network,  with  a  couple  of 
satellites  providing  improved  data  transfer 
rates  between  Earth  and  Mars.  By  2009, 
six  satellites  could  be  in  place,  permitting 
a  broadband  connection  to  the  Red  Planet. 
Once  the  Mars  Network  is  complete,  plans 
call  for  similar  networks  on  other  planets. 

Cerf  believes  the  network  will  offer 
opportunities  for  private  industry.  He 
notes  a  precedent:  The  project's  sponsor, 
the  U.S.  Defense  Advanced  Research 
Projects  Agency,  gave  birth  to  the  Inter- 
net, which  has  developed  a  few  commer- 
cial opportunities  in  recent  years. 

EDWARD  CLENDANIEL 


Portable  PCs  show  where  technology  is  headed 


MARS.  Plugged  in. 


1  HAVE  SEEN  the  future. 
It  was  hanging  less  than 
an  inch  in  front  of  my 
right  eye,  and  it'll  be  in 
front  of  your  face  soon. 
I'll  explain  in  a  minute, 
because  if  I  just  come 
out  and  tell  you  about  it, 
your  first  reaction  might 
be  "Never!"  So  let  me 
soften  you  up  with  a 
story:  Once  upon  a  time, 
if  you  wore  any  kind  of 
gadget  on  your  belt  or 
carried  it  in  your  bag, 
you'd  be  labeled  a  nerd. 
With  two  or  more  gad- 
gets, you'd  be  entering 
the  halls  of  higher  geek- 
dom.  Now,  even  a  board 
member  may  wear  a 
cell  phone  on  a  lanyard 
around  her  neck,  and  a 
top  marketing  executive 
can  sport  a  beeper,  a  cell 
phone,  and  a  PDA  on  his 
belt.  Not  long  ago  some- 
one would  have  yelled, 
"Hey,  lookit  Batman!" 

Wearing  technology 
is  accepted,  in  vogue, 
even  stylish.  What's 
next?  A  computer  display 
that  clips  onto  your  eye- 
glasses. I  tried  one.  The 
image  was  clear  and 
steady:  I  could  read  the 
text  with  ease  and  enjoy 
the  24-bit  color.  I  could 
watch  a  movie  comfort- 
ably. By  a  miracle  of 
miniature  optics,  it  didn't 
look  like  the  quarter-inch- 
wide  display  it  is  but  a 
full-size  monitor  instead. 
Gone  were  today's  large, 
delicate,  power-hungry 
flat  panels.  I  could  sit 
back,  lie  down,  and 


move  from  place  to  place 
without  missing  a  Web 
site.  And  I  didn't  lose  my 
view  of  the  world  around 
me;  the  display  hardly 
got  in  my  way. 

On  a  plane,  it's  perfect. 
With  a  tiny  keyboard 
and  a  tall  cold  one  on 
the  tray  table,  my  mouse 
almost  nibbling  at  the 
complimentary  pretzels, 
I  was  working  away. 
The  nosy  passenger  in 
the  next  seat  couldn't 
see  a  thing.  The  display 
I  like  best  so  far  is 
from  MicroOptical  Corp. 
(www.microopticalcorp. 
com).  There  are  a  few 
others,  but  they  make 
you  look  like  you've 
been  assimilated  into 
the  Borg.  MicroOptical's 
unit  is  small  and  discreet, 
yet  I  could  read  a  full 
window  of  12-point 
text.  Seeing  it  clamped 
on  my  eyeglass  frames 
didn't  disturb  my  wife, 
make  my  kids  laugh,  or 
frighten  the  cat.  Micro- 
Optical  also  supplies 
frames  if  you  don't 
wear  glasses. 

The  ideal  companion 
to  a  tiny  display  is  a  tiny 
computer.  Once  you  elim- 
inate the  heavy,  power- 


hogging  flat  panel  display, 
the  rest  of  what  you  need 
could  shrink  to  the  size 
of  a  small  keyboard,  yet 
have  DVDs,  card  slots, 
Ethernet,  Fire  Wire  and 
USB  ports,  and  the  gar- 
gantuan-gigabyte drives 
we  have  come  to  crave. 
You  could  see  full  Web 
sites  on  your  cell  phone 
and  PDA  if  they  had  eye- 
glass-mounted displays. 

Current  marketing 
wisdom  aims  these 
displays  at  niche  mar- 
kets, such  as  augmented 
reality,  where  a  com- 
puter overlays  diagrams 
or  data  on  some  real 
object,  or  for  users  in 
nasty  environments. 
This  is  a  mistake;  these 
displays  are  great  main- 
stream products.  Man- 
ufactured in  quantity, 
the  prices  will  drop 
from  a  range  of  $1,000 
to  $2,500  to  just  a  few 
hundred  dollars. 

Dell,  Compaq,  Sony, 
IBM,  and  all  the  others 
should  make  portables 
that  use  plug-in  displays 
when  they're  on  your 
desk  and  eyeglass- 
mounted  displays  when 
they're  not.  Our  friends 
in  Cupertino,  California, 
might  call  them  the 
Apples  of  your  eye. 

JEF  RASKIN 

Jef  Raskin  is  an  author 
and  interface  and  system 
design  consultant.  The 
father  of  the  original  Mac- 
intosh project,  he  named 
it  after  his  favorite  apple. 
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ACCESS  ALL  AREAS 


Inmarsat's  latest  range  of  powerful  and  reliable  satellite 
communications  solutions  are  equally  productive  in  metropolitan 
centres  as  they  are  out  of  them.  That's  why  more  and  more 
companies  are  switching  to  Inmarsat  for  mobile  high-speed,  cost- 
effective  access  to  e-mail,  the  Internet  and  corporate  IT  networks. So  if 
you're  looking  for  high  quality,  high  performance,  all  terrain 
communications,  think  global.  Think  Inmarsat.  For  real  communications 
drive,  call  +44  (o)  20  7728  1100  or  check  out  our  website. 
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LETTER  FROM  WASHINGTON 


] 


THE  BILL  COMES  DUE 

Inadequate  funding  for  science  and  research 
could  cost  President  Bush  —  and  the  economy     By  Carl  M.  Cannon 


When  George  W.  Bush 
introduced  his  $1.96  trillion 
budget  in  February,  he  paid 
homage  to  the  new  econ- 
omy by  telling  Congress  that  American 
technology  is  "revolutionizing  the  world." 

In  public  comments  since  then — and 
in  the  budget  he  subsequently  sent  to 
Capitol  Hill  —  Bush  has  demonstrated  a 
desire  to  bolster  this  sector  of  the  econ- 
omy. He  called  for  doubling  the  budget 
of  the  National  Institutes  of  Health  and 
urged  making  the  research  and  develop- 
ment tax  credit  permanent.  He  supports 
revamping  the  Export  Administration 
Act  so  that  more  computers  can  be  sold 
abroad,  and  his  budget  anticipates  no 
new  taxes  on  e-commerce. 

So  far,  so  good.  But  to  be  a  true  friend 
to  the  new  economy,  Bush  needs  to  go 
much  further,  especially  in  his  budget 
proposals.  This  has  less  to  do  with  the 
dot-com  shakeout  and  the  current  rough 
patch  the  high  tech  industry  is  enduring 
than  with  recent  political  history.  For  one 
thing,  the  president  is  a  Bush,  which  in 
the  minds  of  many  technology  executives 
is  enough  to  make  him  suspect.  There's  a 
history  here.  In  1990  tech  leaders  were 
appalled  when  word  went  around  — 
and  even  made  its  way  into  print — that 
Michael  Boskin,  chairman  of  the  Council 
of  Economic  Advisers  in  the  first  Bush 
administration,  blurted  out  at  an  eco- 
nomic conference:  "Potato  chips,  semi- 
conductor chips,  what  is  the  difference? 
They  are  all  chips.  A  hundred  dollars' 
worth  of  one  or  a  hundred  dollars'  worth 
of  the  other  is  still  a  hundred  dollars." 

Boskin  insists  he  never  said  any  such 
thing,  but  the  apocryphal  anecdote  helps 
explain  tech's  suspicion  of  that  administra- 


tion. It  recalled  Reagan/Bush  Budget  Direc- 
tor Richard  Darman's  bizarre  ruminations 
during  the  furor  over  Japan's  dumping  of 
semiconductors.  "Why  do  we  want  a  semi- 
conductor industry?"  Darman  asked. 
"What's  wrong  with  dumping?  It  is  a  gift 
to  chip  users  because  they  get  cheap  chips. 
If  our  guys  can't  hack  it,  let  them  go." 

That's  the  baggage  Bush  carries. 
Clearly,  it  wasn't  just  Bill  Clinton's  liber- 
tine social  conventions  that  made  Clin- 
ton Democrats  out  of  many  of  Silicon 
Valley's  live-and-let-live  entrepreneurs. 

Certainly  Bush  has  gone  to  pains  in  his 
first  year  in  office  to  meet  with  new  econ- 
omy players.  But  in  his  budget  priorities, 
Bush  demonstrated  a  rather  conventional 
view  of  what  government  can  do  to  help. 
Part  of  this  is  consistent  with  a  Republican 
mind-set  holding  that  the  best  assistance 
Washington  can  give  the  private  sector  is 
often  to  just  get  out  of  the  way.  Partly,  it 
is  a  reaction  against  the  now  discredited 
notion  pushed  by  some  Democrats  that 
the  government  has  a  role  in  picking 


winners  and  losers.  And  some  of  it  stems 
from  a  timidity  about  new  spending  idea 
because  Bush's  tax  cut  requires  holding 
the  line  on  spending — and  retaining  exist- 
ing government  revenues. 

Those  reasons  all  make  sense.  But  this 
is  a  president  who  went  six  months  with] 
out  bothering  to  fill  the  post  of  White 
House  science  and  technology  adviserj 
and  there  is  a  sneaking  suspicion  that  thfl 
West  Wing  is  low  on  expertise  about  wha< 
the  new  economy  needs.  At  Forbes  ASAF] 
we  like  to  be  helpful.  So  here  are  somfl 
ideas  —  there  are  others  —  that  enjo)| 
support  from  congressional  futurists  oi 
both  political  parties: 

Expand  the  R&D  tax  credit.  Firslj 
passed  in  1981,  the  research  and  devel^ 
opment  tax  credit  has  been  extended  10 
times  (although  Congress  and  the  Clin: 
ton  administration  let  it  lapse  betweeri 
1995  and  1996)  but  never  made  perma- 
nent. Bush,  to  his  credit,  sent  Congress 
a  budget  that  calculated  doing  just  that 
But  in  one  of  the  many  gimmicks  it  used 
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make  the  tax  cut  more  palatable  to 
!  eptics,  Congress  did  not  extend  the 
5cD  tax  credit  beyond  2004. 

That  may  be  just  as  well  in  the  long 
In  because  the  credit  needs  to  be  mod- 
nized  before  becoming  part  of  the  per- 
anent  tax  code.  The  way  it  reads  now, 
>rporations  can  deduct  up  to  20%  off 
eir  annual  corporate  income  tax  bill, 
at  under  conditions  that  are  manifestly 
lfair  to  startups,  especially  (and  per- 
;rsely)  those  doing  the  most  innova- 
te research.  One  of  those  conditions  is 
complicated,  two-tiered  formula  that 
lows  companies  to  take  tax  credits 
ised  on  the  ratio  of  their  R&D  budget 
)  their  sales.  This  is  generally  of  little 
elp  to  biotech  startups,  which  typically 
ivest  tens  of  millions  in  research  before 
ley  realize  a  nickel  in  revenues  (let 
lone  profits).  Over  the  years,  Congress 
as  updated  the  tax  credit,  but  the 
astern  still  favors  companies  that 
ere  around  in  1984  and  discriminates 
gainst  high-concept  tech  firms  that 
on't  move  product — and  don't  have  a 
aseline  to  which  they  can  compare 
leir  R&D  budgets. 

Make  the  tax  code  more  tech-friendly, 
owering  capital  gains  taxes  spurs  ven- 
ire capital  activity.  The  top  rate  is  20% 
id  is  scheduled  to  drop  to  18%  in  2006. 
Thy  wait?  And  why  not  give  investments 
i  new  enterprises  an  even  more  favor- 
ble  rate?  While  they're  at  it,  the  Bushies 
lould  update  the  rules  for  depreciation, 
smiconductor  manufacturing  equip- 
lent  can  be  depreciated  over  five  years — 
ut  the  equipment  is  often  obsolete  after 
iree.  This  administration  should  also 
write  the  odious  provisions  of  the  Alter- 
ative Minimum  Tax.  That  law  requires 
nployees  who  exercise  stock  options  to 
ay  taxes  on  the  difference  between  the 
ublic  price  of  the  stock  and  the  option 
rice.  This  is  true  even  if  the  employee 
ever  pocketed  a  penny,  the  stock  became 
'orthless,  and  the  company  went  belly-up. 

Bolster  (nonmilitary)  science  spend- 
lg.  Bush  proposed  increasing  the 
lational  Science  Foundation  (NSF) 
udget  by  1  %.  Since  the  inflation  rate  is  at 
.6%,  that  "increase"  constitutes  a  cut  in 
:al  dollars.  Democratic  Senator  Barbara 


Mikulski  of  Maryland  has 
proposed  doubling  the 
NSF  budget  in  four  or  five 
years.  Her  unlikely  ally, 
former  speaker  Newt 
Gingrich,  termed  Bush's 
paltry  proposed  increase  of  $56  million 
for  fiscal  year  2002  "a  tragic  mistake." 

Allan  Bromley,  White  House  science 
adviser  for  the  first  President  Bush, 
added  that  stingy  increases  in  scientific 
research  won't  preserve  the  current  federal 
budget  surpluses  but  actually  threaten 
them  by  restricting  economic  growth. 
"No  science,  no  surplus,"  Bromley  asserts. 
"It's  that  simple." 

Increase  funds  for  IT  research.  Presi- 
dent Clinton's  Informational  and  Tech- 
nology Advisory  Committee,  chaired  by 
Sun  Microsystems  cofounder  Bill  Joy, 
recommended  that  in  five  years  the  gov- 
ernment should  be  spending  an  addi- 
tional $1  billion  on  IT  research  annually. 
But  Bush  asked  Congress  for  only  $40 
million  in  additional  funds  this  year, 
bringing  the  total  to  $1.97  billion.  That 
is  a  lot  of  money,  but  the  government 
would  save  a  great  deal  more  than  that 
if  it  could  streamline  its  own  outdated 
service  programs,  starting  with  Medi- 
care. "Using  IT  to  streamline  much  of 
the  information  processes  in  the  health 
care  system  could  save  tens  of  billions  of 
dollars  a  year,"  says  Robert  D.  Atkinson, 
the  respected  director  of  the  Technology 
&  New  Economy  Project  at  the  Progres- 
sive Policy  Institute  (PPI),  a  centrist  Demo- 
cratic think  tank. 

Hire  a  government  technology  czar. 
Even  before  the  FBI  and  its  15-year-old 
computer  system  misplaced  3,000  docu- 
ments in  the  Timothy  McVeigh  case,  the 
most  important  field  investigation  in  its 
history,  the  PPI  recommended  that  the 
executive  branch  have  a  chief  informa- 
tion officer — and  a  $500  million  annual 
budget — to  make  digital  government  a 
reality.  The  techno-chief  would  do  every- 
thing from  authorize  which  computers 
and  software  to  buy  to  making  sure 
the  federal  agencies  use  a  comprehensi- 
ble email  system.  The  suggestion  was 
embraced  by  both  Connecticut  Demo- 
cratic Senator  Joe  Lieberman  and  Bush, 


Congress  has  updated  the 
tax  credit,  but  the  system 
still  favors  companies 
that  were  around  in  1984 
and  discriminates  against 
high-concept  tech  firms. 


although  $500  million  proved  to  be  a 
little  steep  for  the  Austin  crowd;  Bush 
agreed  to  only  a  $100  million  budget. 
But  in  its  actual  budget,  the  adminis- 
tration requested  only  $20  million  — 
and  scotched  the  idea  of  a  CIO. 

Senators  Lieberman  and  Conrad 
Burns,  a  Montana  Democrat,  are  spon- 
soring a  measure  to  resuscitate  the  idea. 
Congress  could  do  the  American  people 
a  favor  by  passing  such  a  bill. 

Nationalize  the  electricity  grid.  The 
president's  energy  plan  calls  for  taking 
America's  patchwork  collection  of  nine 
regional  electric  power  grids  and  build- 
ing a  coherent  national  system.  But  Bush's 
budget,  admittedly  prepared  before  the 
energy  plan  was  undertaken,  earmarks 
no  funds  for  it.  Columbia  University  pro- 
fessor Roger  Anderson  estimates  $50 
billion  is  needed  —  and  it's  time  to 
start  appropriating  the  money. 

ALL  OF  THESE  MEASURES  together 
would  not  assure  a  smooth  high 
tech  future  for  America's  new  econ- 
omy— or  guarantee  Bush  political  suc- 
cess. They  would,  however,  make  him 
a  man  of  his  word  and  a  friend  of  an 
industry  he  has  extolled.  "This  admin- 
istration has  great  confidence  in  the 
future  of  the  high  technology  industry," 
Bush  told  high  tech  CEOs  this  past 
spring  as  technology  stocks  were  sinking. 
"You've  changed  the  way  we  work  and 
communicate,  and  you've  changed  the 
way  we  learn.  You've  done  for  American 
economic  leadership  in  the  21st  century 
what  heavy  industry  did  in  the  20th  cen- 
tury. You've  done  so  much  for  your 
country,  it's  time  for  your  country  to  do 
something  for  you." 

Words  to  live  by.  ■ 

Carl  M.  Cannon  is  the  White  House 
correspondent  for  the  National  Journal. 
His  "Letter  from  Washington "  appears 
regularly  in  Forbes  ASAP. 
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Transition  Toolkit.  It's  a  great  way  to  start  outfitting  your 
company  with  solutions  for  your  toughest 
integration  needs  and  host  access  from  any  desktop. 


WRQ  makes  complex  legacy  systems  work  with  the  latest 
Internet  technologies.  Call  it  integration.  Call  it  breaking 
down  barriers  between  host  information  and  the  employees, 
customers  and  business  partners  who  need  it.  Either  way, 
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transform  your  company  for  the  next  economy.  It's  WRQ 
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OUR  ANNUAL  PRODUCT  GUIDE 

CUTTING    THROUGH    THE  CLUTTER 


t's  a  bit  old-fashioned,  but  the  con- 
cept still  applies:  Progress  is  sup- 
posed to  improve  our  lives.  New  < 
products  should  not  only  perform 


oetter,  tney  snoum  aiso  oe  simpler  to  use 
a  concern  sometimes  ignored  by  zealous  designers. 

As  laptops,  digital  cameras,  handhelds,  TVs,  and  MP3  players 
grow  more  complex,  they  offer  customers  more  choices.  Some- 
times it's  simpler  to  blindly  choose  one  or  just  give  up  and 
go  home. 

We  had  no  such  problem  in  finding  our  experts.  Instead  of 
seeking  out  the  pontificators,  we  nabbed  the  guys  on  the  firing 
lines.  We  figured  the  people  who  get  yelled  at  when  the  VCR 
doesn't  work  would  know  best  how  the  VCR  should  work.  Our 
experts  include  two  killer  salesmen,  a  scion  of  the  tight-knit 
MP3  community,  a  man  who's  owned  and  used  nine  personal 
digital  assistants  within  the  past  two  years,  and  an  expert  who's 
in  charge  of  buying  and  implementing  all  technology  for  a  tech- 


savvy  record  company. 

the  products  may  not  be  any  simpler  to  operate,  but  our  guides 
should  make  choosing  them  a  whole  lot  easier. 

Here  are  the  categories: 
No  Complaints:  You  can't  go  wrong. 
Top  Shelf:  Best  product  regardless  of  price. 
Sweet  Spot:  Best  bang  for  your  buck. 
Lemon:  Piece  of  crap. 

Hottest  Product:  What  everybody's  talking  about. 

ANDREW  FREIBURGHOUSE  AND  CAROL  POGASH 


ANDREW  FREIBURGHOUSE  AND  CAROL  POGASH 
PRODUCT  PHOTOGRAPHY  BY  ARNOLD  TIOSEJO 
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RICHARD  H 0 LO M A N 


In  the  beginning — of  the 
MP3  revolution — there 
was  Richard  Holdman.  In 
1995  he  came  across  the 
MP3  format,  which  shrank 
digital  music  files  to  a 
fraction  of  their  original 
size.  As  a  part-time  DJ, 
he  says  he  was  "blown 
away"  by  the  possibilities. 
In  November  2000  he 
created  www.funmp3 
players.com  as  a  message 
board  for  MP3  lovers.  Now 
he's  got  revenues,  a  busi- 
ness plan,  and  a  reputa- 
tion in  the  MP3  community 
as  a  true  expert — more 
than  most  dot-commers 
can  say. 

NO  COMPLAINTS 
RIO  VOLT 
PRICE:  $170 

It's  hard  to  say  in  this  cat- 
egory, since  they  all  have 
had  problems,  but  if  I  had 
to  choose  one,  it  would  be 
the  Rio  Volt.  This  is  a  CD- 
based  MP3  player.  Another 
choice  is  AVC's  Soul  Player, 


which  is  really  the  same 
machine  as  the  Volt. 
People  already  understand 
portable  CD  players, 
so  they're  easy  to  use. 
You  just  burn  your  MP3s 
onto  a  CD  and  put  it  in 
these  players. 

TOP  SHELF 
RIO  CAR 
PRICE:  $1,300 

The  Rio  Car  has  an  awe- 
some display  and  can 
store  a  lot  of  music.  One 
of  the  nicest  things  about 
it  is  that  you  can  actually 
search  for  a  song — a 
great  feature  when  you 
have  over  5,000  songs 
on  your  MP3  player.  It's 
the  ultimate  gadget  for 
drivers  with  a  big  budget. 

SWEET  SPOT 
ARCHOS 
JUKEBOX  6000 
PRICE:  $249 

The  Archos  Jukebox  6000 
uses  a  6GB  hard  drive, 
which  can  store  about  150 


CDs,  giving  it  the  most 
bang  for  your  buck.  It  also 
doubles  as  a  portable  hard 
drive  for  your  computer. 
But  if  it's  sold  out,  go  with 
the  Neo  Jukebox,  which 
comes  in  three  sizes  (6GB, 
20GB,  and  30GB)  and 
ranges  in  price  from  $389 
to  $599.  It  comes  with  a 
credit  card-size  remote 
control  for  home  use  and 
a  large  LCD  screen,  making 
it  easy  to  use  in  the  car. 

LEMON 

IOMEGA  HIPZIP 
PRICE:  $200 

This  player  and  many 
others  hold  few  MP3s. 
You  can  fit  only  about  10 
songs  on  one  PocketZip 
disc.  You  would  have  to 
buy  150  of  these  discs, 
at  a  cost  of  $1,500,  to 
equal  the  same  amount 
of  storage  that  comes  with 
the  Archos  Jukebox  6000, 
not  to  mention  what  a 
pain  it  would  be  to  carry 
150  discs  and  have  to 


swap  them  all  the  time. 
No  thanks. 

HOTTEST  PRODUCT 
ARCHOS  HD-MP3 
RECORDER/PLAYER 
PRICE:  $349 

Small  size  and  large  capa- 
city have  made  the  Archos 
Jukebox  6000  an  MP3 
lover's  dream.  The  new 
recorder  version  is  going 
to  blow  everything  else 
away.  You  can  record 
directly  into  MP3  format 
from  the  unit.  This  is  a 
great  player  for  those  who 
don't  want  to  use  a  com- 
puter to  convert  their  CDs 
into  MP3  files. 

INSIDER  TIP 

If  you're  a  music  lover, 
spending  $250  on  an  MP3 
player  that  carries  your 
entire  music  collection 
is  a  bargain.  If  you  spend 
only  a  little  time  listening, 
you  may  want  to  consider 
a  cheaper  model. 
ANDREW  FREIBURGHOUSE 
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SWEET  SPOT 


3vid  Phillips  learned 
s  trade  the  hard  way,  as 
ch  czar  for  32  computer 
bs  at  Rutgers  University. 

Phillips  has  been  a  lap- 
p  tester  for  Pricewater- 
)useCoopers,  J. P.  Morgan 
lase,  and  other  financial 
stitutions.  At  34,  he's 
3  of  information  tech- 
)logy  at  TVT  Records,  an 
dependent  label  best 
iown  for  launching  the 
and  Nine  Inch  Nails.  "The 
ings  that  make  laptops 
)  great,"  he  says,  "can 
so  make  them  frustrat- 
g."  They're  portable,  but 
e  batteries  don't  last 
ng.  And  being  portable, 
ey're  easily  dropped, 
st,  or  stolen.  They're  the 
ost  desired  computers, 
it  they're  also  expensive. 

O  COMPLAINTS 
ELL  LATITUDE  C600 
RICE:  $1,939 

lis  is  a  great  all-around 
ptop.  It's  not  the  sleek- 
st,  lightest,  or  sexiest 


of  the  midrange  busi- 
ness class,  but  it  has 
a  great  combination  of 
power  and  versatility 
that  can't  be  faulted.  All 
this  combined  with  Dell's 
great  service  and  support 
should  guarantee  a  trouble- 
free  mobile  lifestyle. 

TOP  SHELF 

IBM  THINKPAD  A22 

PRICE:  $3,928 

If  you're  looking  for  some- 
thing to  replace  your  desk- 
top, the  ThinkPad  A22  is 
a  great  solution  in  a  slim 
and  lightweight  (7.5-pound) 
package.  Its  900MHz  Pen- 
tium III  processor,  32GB 
hard  disk,  15-inch  display, 
and  128MB  of  RAM  rival 
the  specs  of  many  desk- 
tops out  there. 

SWEET  SPOT 
APPLE  IBOOK 
PRICE:  $1,799 

You  can't  go  wrong  with  the 
price,  size,  and  features  of 
this  laptop.  Your  $1,799 


gets  you  a  sleek  and  styl- 
ish 4.9-pound  unit  with 
256MB  of  RAM,  a  10GB 
hard  disk  and  a  500MHz 
processor,  a  CD-RW/ DVD, 
10/100MB  Ethernet,  and  a 
56K  modem,  and  it's  wire- 
less ready.  If  you  really 
need  a  Windows  machine, 
the  IBM  ThinkPad  T22  is 
a  good  choice. 

LEMON 
SONY  VAIO 
PRICE:  $1,399 

Laptops  have  come  a  long 
way  in  the  past  10  years. 
It's  getting  harder  and 
harder  to  find  any  that  can 
be  categorized  as  a  lemon. 
But  if  there's  one  horror 
story  that  I  continually 
come  across,  it's  some 
businessman  or  dot- 
commer dropping  a  Sony 
Vaio  and  literally  having 
to  pick  up  the  pieces. 
I  always  warn  business 
travelers  not  to  be  lured 
by  the  Vaio's  sleek  and 
sexy  lightweight  appeal. 


HOTTEST  PRODUCT 
APPLE  TITANIUM 
PRICE:  $2,599 

This  laptop  is  truly  feature 
rich,  with  all  the  acces- 
sories you'd  normally  pay 
extra  for:  a  CD-ROM  and 
DVD  player,  Fast  Ethernet, 
wireless  networking,  and 
FireWire  video  editing 
capability.  It's  sexy.  It's 
lightweight.  The  15.1-inch 
display  screen  is  fantastic. 
And  despite  all  those  qual- 
ities, it's  still  fairly  priced. 
The  one  drawback:  It's  not 
a  Windows  machine.  So  if 
you  need  to  run  business 
apps,  it's  not  for  you. 

INSIDER  TIP 

Business  users  should 
stay  with  the  mainstream: 
IBM,  Dell,  HP,  Toshiba,  and 
Gateway,  which  have  bet- 
ter technical  support,  use 
more  standardized  parts, 
and  have  better  research 
and  development  budgets 
to  build  great  laptops. 

LEE  C.  PATTERSON 
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ERIC  LEVINE 


Eric  Levine  used  to  com- 
plain that  he  was  born 
too  soon.  More  Gen-Y 
than  a  pair  of  baggy  jeans, 
the  31-year-old  editor  of 
Smaller.com  can't  imagine 
living  without  the  latest, 
smallest  gadget.  His  Web 
site  is  a  portal  and  online 
magazine  for  personal  digi- 
tal assistants  (PDAs)  and 
smart  phones.  He  resis- 
ted buying  his  first  hand- 
held until  the  devices  were 
small  enough  to  fit  in  his 
pocket.  Since  then  he's 
owned  nine  PDAs.  And 
while  his  recommenda- 
tions make  him  seem  like 
he's  Palm-centric,  his  cur- 
rent PDA  is  a  Sony  Clie. 

NO  COMPLAINTS 
PALM  VX 
PRICE:  $299 

This  is  the  classic,  no- 
hassle  model.  It  covers 
all  the  basics  and  isn't 
overloaded  with  bells  and 
whistles.  Plenty  of  memory 
(8MB),  and  people  love  the 


shape.  It's  a  solid  model 
at  a  good  price. 

TOP  SHELF 
COMPAQ  IPAQ 
POCKET  PC  H3670 
PRICE:  $649 

This  big,  fat  iPaq,  running 
on  Windows,  is  the  most 
expensive  model  on  the 
market  but  also  the  most 
powerful.  A  totally  buffed- 
out  machine  with  64MB 
of  SDRAM  and  a  206MHz 
processor,  it's  the  fastest 
PDA  around.  It  even  boasts 
a  reflective  color  screen 
that  can  easily  be  seen 
outside.  With  its  high- 
speed wireless  option, 
people  are  making  this 
their  total  mobile  com- 
puter. Add  on  a  keyboard 
and  buy  this  instead  of 
a  cheap  laptop. 

SWEET  SPOT 
PALM  M505 
PRICE:  $449 

It's  a  tough  choice  between 
the  Palm  m500  and  the 


m505,  as  both  have  the 
true  executive  look.  Flatter 
equals  cooler  in  this  mar- 
ket. But  what  the  heck, 
spend  the  extra  dough 
(about  $50)  and  get  the 
color  version.  The  expan- 
sion card  slot  allows 
users  to  add  everything 
from  e-books  to  digital 
cameras. 

LEMON 
HANDSPRING 
VISOR  EDGE 
PRICE:  $399 

Sure,  the  case  colors 
may  be  irresistible,  but 
take  heed:  The  stylus 
design  will  drive  you 
crazy.  It  was  touted  as 
the  first  stylus  big  enough 
to  use  comfortably,  but 
the  holder  doodad  sticks 
uncomfortably  into  your 
palm.  Although  the 
device  looks  attractively 
thin  and  weighs  only 
4.8  ounces,  the  back- 
pack expansion  adds 
unsightly  bulk. 


HOTTEST  PRODUCT 
RIM  957  B  LACK  BE  R 
WIRELESS  HANDHEI 
PRICE:  $499 

It's  a  bit  pricey  at  $500 
for  this  tiny  5.3-ounce 
handheld,  but  it's  so  poi 
ular  that  both  Palm  and 
Microsoft  are  busy  trying 
to  devise  a  BlackBerry 
killer.  This  always-on 
wireless  communication 
device  lets  you  read  you 
email  the  minute  it  hits 
your  computer.  Originally 
designed  as  just  an  em; 
device,  it's  much  more 
than  that  now.  A  recent 
survey  done  by  Goldman 
Sachs  showed  that 
mobile  executives  used 
their  laptops  45%  less 
after  being  given  the  tiny, 
pager-size  BlackBerry. 

INSIDER  TIP 

Try  before  you  buy.  If 
you  can't,  then  buy  from 
a  store  that  has  a  good 
return  policy. 

MICHELLE  JEFFEf 
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THE  BEST  WAY  TO  MANAGE 


A  supply  chain  is  built  around  demand.  And  because  demand  can  go  from  overwhelming  to 
underwhelming  in  minutes,  it  can  wreak  havoc.  That's  why  the  mySAP'"  Supply  Chain  Management 
solution  integrates  seamlessly  to  handle  the  hazards  ot  supply  and  demand.  It  puts  customers  at  the 
center  of  a  networked  supply  chain,  helping  you  anticipate  market  changes  and  fill  orders  taster.  It  also 
allows  for  high  visibility,  so  vendors  and  suppliers  can  work  together  efficiently.  Which  makes  it  the 
only  collaborative  SCM  solution  that  can  turn  a  supply  chain  into  a  profit  center.  For  more  info, 
call  800  S72  1727  or  head  to  www.sap.com 


THE  BEST-RUN  E-BUSINESSES  RUN  SAP 
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JIM  BITLER 


Walk  into  Keeble  & 
Shuchat,  an  upscale  photo 
equipment  store  in  Palo 
Alto,  California,  and  you'll 
find  a  cluster  of  confused 
customers  fumbling  with 
cameras.  Say  you're  look- 
ing for  Jim,  and  the  guy 
behind  the  counter  will 
tell  you,  "So  is  everybody." 
Son-in-law  of  the  store's 
owner,  Jim  Bitler  has 
worked  in  camera  sales 
since  1991.  Seven  years 
ago  he  went  all  digital. 
Initially,  "there  was  only 
high-end  stuff  that  we 
sold  from  a  little  desk," 
he  says.  "That  desk  now 
takes  up  almost  half  the 
store."  And  that  desk  is 
Bitler's  territory. 

NO  COMPLAINTS 
CANON 

POWERSHOT  G1 
PRICE:  $939 

The  Gl  is  a  point-and- 
shoot  with  some  extra 
bells  and  whistles.  With 
3.34-megapixel  resolution. 


it  offers  any  amateur 
photographer  the  ability 
to  get  sharp  4-by-6-inch 
prints.  It  even  shoots 
short  movie  clips  with 
sound.  Canon  has  a  great 
reputation  for  reliability, 
good  customer  support, 
and  a  strong  warranty. 

TOP  SHELF 
OLYMPUS 
CAMEDIA  E-10 
PRICE:  $1,999 

A  top-of-the-line  consumer- 
grade  camera,  the  E-10 
has  4-megapixel  resolu- 
tion— enough  for  almost 
any  size  print  you'll  be 
making.  The  zoom  capabil- 
ities are  35mm  to  140mm, 
the  colors  are  right  on, 
and  the  lens  is  sharp. 
It's  the  only  camera  at  its 
price  that  uses  a  single- 
lens  reflex  as  opposed  to 
a  range  finder.  This  keeps 
objects  true  to  their  pro- 
portions so  your  beautiful 
backdrop  won't  appear 
miles  away. 


SWEET  $POT 
OLYMPUS  CAMEDIA 
C-3000  ZOOM 
PRICE:  $699 

One  of  the  only  3.34- 
megapixel  resolution  cam- 
eras you  can  get  for  the 
price,  the  C-3000  bumps 
you  up,  giving  you  the 
capability  to  print  sharp 
8-by-10s.  This  feature  will 
cost  much  more  with 
some  other  models. 

LEMON 

SONY  DSC-S30 
PRICE:  $500 

Most  good  cameras  come 
with  both  a  digital  screen 
and  an  optical  viewfinder 
— and,  occasionally,  only 
a  viewfinder.  This  camera, 
for  some  odd  reason,  has 
only  a  screen — a  perfect 
example  of  technological 
advancement  that  ignores 
practicality.  Among  the 
drawbacks:  poor  visibility 
outdoors.  But  it  seems 
Sony  has  learned  its  les- 
son. The  DSC-P30  has 


recently  been  unveiled, 
and  unlike  its  predeces- 
sor, it  has  a  viewfinder. 
But  beware,  the  S30 
still  lurks  on  shelves. 

HOTTEST  PRODUCT 
NIKON  D1X 
PRICE:  $6,130 

This  is  a  top-notch  pro- 
fessional-grade camera, 
the  favorite  of  many  in 
the  business.  It  allows 
interchangeable  lenses, 
vital  for  any  pro.  The  5.47- 
megapixel  resolution  is 
enough  to  blow  up  images 
to  poster  size.  It  shoots 
three  frames  per  second 
and  up  to  nine  consecu- 
tive shots — great  for 
sports  and  anything  else. 

INSIDER  TIP 

Figure  out  what  size  prints 
you'll  be  making  and  pay 
for  the  corresponding 
megapixel  resolution  (3.0 
is  usually  the  minimum  for 
sharp  4-by-6  prints). 

MICHAEL  BOLAND 
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Call  him  Mr.  X.  He's  a 
smooth  salesman,  but 
only  for  hawking  what  he 
truly  loves.  He  once  sold 
cars  and  hated  it.  Enter- 
tainment is  a  different 
story — his  passion,  he 
says.  A  salesman  in  the 
entertainment  department 
of  a  large  electronics  chain 
store,  he  sees  clueless 
consumers  buying  the 
wrong  stuff  every  day.  He's 
anonymous  so  that  he  can 
be  brutally  honest  and  still 
remain  gainfully  employed. 

NO  COMPLAINTS 
PHILIPS  PRONTO 
UNIVERSAL 
REMOTE  CONTROL 
PRICE:  $399 
OK,  so  this  is  pricey,  but 
it's  worth  it.  It's  great  for 
everyone  who  is  tired  of 
juggling  eight  remotes. 
Think  PalmPilot  in  size 
and  screen.  Program  it 
to  turn  on  your  TV,  Dolby 
Digital  Recorder,  and  DVD, 
all  in  one  touch.  And  this 


device  can  be  programmed 
to  work  with  new  products 
not  out  yet. 

TOP  SHELF 
SONY  36"  XBR 
HD-READY  TV 
PRICE:  $2,499 

I  have  it  and  love  it.  It 
gives  you  the  most  awe- 
some picture,  even  for  a 
regular  TV.  And  for  high- 
definition  TV,  it's  also  a 
great  picture.  One  warn- 
ing, though:  It  weighs  a 
ton  —  235  pounds  —  so 
it  needs  a  sturdy  stand. 

SWEET  SPOT 
MONSTER  POWER 
HTS  1000 
PRICE:  $149 

Does  that  hum  on  your  TV 
drive  you  nuts?  Does  snow 
cloud  the  screen  no  matter 
how  you  adjust  the  set? 
Add  this  inexpensive  line 
conditioner  and  surge  pro- 
tector to  your  home  theater 
setup,  and  your  audio  and 
video  will  automatically 


improve.  By  eliminating 
the  pollution  of  AC  power, 
it  cleans  up  distortion  that 
comes  from  your  neigh- 
bor's dishwasher  and  your 
cordless  phone.  And  it 
works  for  TV,  cable,  and 
stereo.  Good  for  blackouts 
and  thunderstorms,  too. 

LEMON 

GE  TV  25GT240 
PRICE:  $219 

This  is  a  loser  TV.  It's 
already  obsolete.  Look 
on  the  back:  It  has  limited 
hookups.  If  you  hook  up 
your  cable,  you  can't  also 
hook  up  your  VCR.  Or  your 
DVD.  This  is  a  joke.  The 
picture  quality  is  fair,  but 
the  sound  is  poor.  GE  and 
Sharp  both  make  bad  TVs. 
Stay  away  from  them  like 
the  plague. 

HOTTEST  PRODUCT 
SONY  DIRECTV 
RECEIVER  WITH  TIVO 
PRICE:  $399 

It's  not  new,  but  it's  taken 


customers  a  while  to  catch 
on.  TiVo  will  change  your 
life.  You'll  no  longer  worry 
about  staying  home  on 
Friday  night  to  catch  your 
favorite  show.  Instead,  you 
can  watch  your  show  on 
a  rainy,  lazy  Sunday  after- 
noon. You  actually  watch 
less  TV  because  you  fast- 
forward  through  the  ads. 
I  know,  because  I  have 
one.  Type  "Julia  Roberts" 
on  your  Wish  List,  and 
it  will  retrieve  any  of  her 
movies.  Or  type  "Jerry 
Rice"  and  "Oakland 
Raiders,"  and  TiVo  will 
record  anything  with 
them  in  it.  This  combina- 
tion is  a  better  value  than 
a  stand-alone  TiVo,  which 
retails  for  the  same  price. 

INSIDER  TIP 

If  you  care  about  music 
and  sound,  don't  go  with 
the  cheap  cables  supplied 
by  manufacturers.  Buy 
better  ones. 

CAROL  POGASH 
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PeopleSoft  Financials 

For  the  first  time  ever,  financial  information  is  available  when  and 
where  you  need  it!  You  can  access  realtime  financial  data  from 
your  office,  the  airport,  or  even  your  home — all  from  a  web 
browser.  PeopleSoft  8  Financials  offers  extensive  capabilities  and 
intelligent  business  analytics,  giving  you  more  financial  control 
than  ever  before.  So  when  the  quarter  closes  and  the  Board  is 
waiting,  you'll  have  the  answers,  even  if  you're  out  of  the 
office.  Do  you  know  where  your  money  is?  Call  1-888-773-8277. 
We'll  help  you  find  out. 

Extensive  •  Connected  •  Intelligent  •  Accessible 


CUSTOMERS  •  EMPLOYEES  •  SUPPLIERS 


People  power  the  internet. 


w.  peoplesoft.com/financials 
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BY  MICHAEL  S.  MALONE 


he  biggest  economic  boom  in  history  is 
bearing  down  on  us. 

It's  heresy  to  say  such  things  these  days.  Most 
of  the  world  is  hunkered  down,  just  trying  to 
survive  the  fallout.  Companies  are  still  laying  off 
people.  The  economic  indicators  are  still  point- 
ing in  every  direction.  So  announcing  another 
great  era  of  prosperity  risks  public  humiliation. 

But  the  fact  is  that  all  the  signs  of  a  massive 
turnaround  are  in  place.  It  will  be  across  the 


Doard,  from  chips  to  wireless  to  information  technology  to  a 
Great  Global  Grid,  providing  a  wealth  of  opportunities  for 
entrepreneurs,  consumers,  and  investors.  It  will  come  in  the 
form  of  universal  broadband  access,  unlimited  network  server 
availability,  global  virtual  malls,  real-time  enterprise  computing. 
It's  the  firstborn  offspring  of  the  Internet,  only  it  will  be 
sleeker,  smarter,  and  more  agile  and  obedient  than  its  prede- 
:essor.  For  now,  let's  call  it  Internet  II,  or  the  ultranet,  or 
meganet.  Potentially  it  could  eclipse  the  unprecedented 
economic  expansion  from  1992  to  1999. 

That's  the  good  news.  The  bad  news  is  that  such  a  boom  will 
Dlace  a  burden  on  America's  infrastructure  that  it  currently  can- 
not bear.  Without  the  money  and  political  will  to  carry  the 
ioad,  the  new  boom  could  be  strangled  in  its  first  months  by  a 
shortage  of  electricity,  roads,  and  runways. 

Both  prospects,  the  good  and  the  bad,  will  come  with 
enormous  costs  and  demand  considerable  sacrifices.  Before 
events  sweep  out  of  our  control,  we  have  just  a  few  months  to 
make  some  very  important  decisions. 

To  understand  the  coming  boom,  we  need  to  look  at  the 
:echnology  landscape  and  identify  the  forces  converging  to 
ignite  it. 

The  first  of  these  forces,  one  that  underlies  the  rest,  is  the 
return  of  the  high  tech  business  cycle.  For  30  years  before  the 
1990s,  the  semiconductor  industry,  mirrored  by  the  electronics 
industry  as  a  whole,  rode  a  roller  coaster  of  boom  and  bust. 

The  1990s,  with  a  nearly  eight-year  run  of  continuous 
expansion,  appeared  to  obliterate  this  cycle.  In  fact,  the  cycle 
was  still  there — chips  and  PCs  suffered  a  downturn  between 
1996  and  1998  —  but  it  was  camouflaged  by  the  early  and 


unexpected  arrival  of  the  e-commerce  boom.  The  latter  was 
so  huge  that  it  filled  the  trough,  leaving  many — including 
some  of  the  industry's  keenest  analysts — convinced  that  the 
traditional  business  cycle  was  obsolete  and  that  the  tech 
bubble  could  expand  indefinitely. 

We  all  know  better  now.  The  cycle  reasserted  itself  with  a 
vengeance,  and  we  are  still  reeling. 

But  if  the  business  cycle  is  back  on  track,  that  also  means 
that  the  bottom  is  near  and  the  next  upturn  is  just  months 
away.  And  the  next  peak?  In  2004  or  2005. 

That  date  fits  with  other  traditional  high  tech  indicators. 
Booms  are  built  on  money,  new  technologies,  and  entrepre- 
neurial fervor.  As  it  happens,  all  three  areas  are  heating  up. 
Venture  capitalists,  flush  with  money,  are  cautiously  investing 
in  a  new  generation  of  hard  technology  companies.  Executives 
and  top  tech  types — laid  off,  bored,  or  invariably  ambitious — 
are  slipping  out  of  established  companies  to  join  new  ventures. 
The  big  companies  at  the  top  of  the  supply  chain,  like  Intel  (in 
Oregon)  and  Applied  Materials  (in  California),  are  construct- 
ing new  facilities,  and  Microsoft  is  launching  a  host  of  new 
initiatives.  Even  as  they  lay  off  multitudes  and  shrink  their 
marketing  budgets,  the  mightier  companies  are  redoubling 
their  investments  in  research  and  development. 

The  game  is  afoot  again.  The  tech  revolution  is  about  to 
get  rebooted. 

WHERE  THE  CURVES  ALL  MEET 

The  underpinnings  of  the  new  boom  are  in  place.  The  next 
question  to  ask  is:  What  will  this  boom  look  like? 

Last  summer  the  editors  and  reporters  at  Forbes  ASAP 
noticed  new  trends  springing  across  the  tech  spectrum,  from 
semiconductors  to  e-commerce.  What  made  these  trends  even 
more  interesting  was  that  they  all  seemed  to  converge  at  a 
single  point,  three  years  hence,  with  the  business  cycle  peak- 
ing as  well.  Taking  a  closer  look  at  these  trends,  we  found 
evidence  of  big  things  to  come. 

optical  FIBER  One  of  the  most  remarkable  artifacts  of  the 
last  decade  is  a  pair  of  pipes  that  emerge  out  of  the  coastal 
forest  just  south  of  Coos  Bay,  Oregon,  disappearing  into  the 
ocean  on  their  way  to  Asia.  Each  of  these  cables  contains 
enough  fiber-optic  capacity  to  handle  in  one  second  five  times 
the  number  of  telephone  calls  currently  made  every  minute  in 
the  United  States. 

In  fact,  an  estimated  90%  of  all  of  the  world's  optic  fiber 
is  unused.  Telecom  companies  such  as  Global  Crossing, 
Level  3  Communications,  and  360Networks  have  unspooled 
nearly  100  million  miles  of  fiber-optic  cable  all  over  the 
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world,  burning  hundreds  of  millions  of  dollars  in  the  expecta- 
tion that  the  world  would  beat  a  path  to  their  doors. 

And  it  will,  soon.  High  tech's  history  shows  that  whenever 
there  is  overcapacity  coupled  with  falling  prices,  entrepreneurs 
attack.  All  of  that  vacant  fiber  screams  for  new  applications, 
from  digital  video  on  demand  to  do-it-yourself  FX  (digital  spe- 
cial effects)  to  Internet  television.  And  somewhere  in  those  new 
apps  lies  a  killer:  the  long-awaited  Net  equivalent  of  The  Milton 
Berle  Show  (which  boosted  TV  sales  from  1  million  to  4  million 
in  just  12  months  in  1949),  that  one  galvanizing  piece  of  content 
that  will  keep  the  world's  eyes  locked  on  a  single  Web  site. 

SEMICONDUCTORS  Moore's  Law  is  clicking  over  yet  one  more 
time,  presenting  the  world  with  a  new  generation  of  even  more 
powerful  microprocessors  and  controllers  from  Intel,  its  great 
rival  AMD,  and  Motorola.  This  round  is  likely  to  be  especially 
popular,  featuring  the  new  gigahertz  chips  (with  their  growing 
capacity  for  high-level  graphics  and  artificial  intelligence)  being 
joined  by  first-generation  Internet-enabled,  media  processor,  and 
graphics-oriented  chips  com- 
ing from  companies  such  as 
Nvidia,  TriMedia  Technol- 
ogies, and  Equator  Tech- 
nologies. They  will  be  joined 
by  new  categories  of  hybrid 
devices  that  move  complex 
systems  —  digital  cameras, 
medical  diagnostic  equipment, 
high-speed  modems  —  onto 
the  surface  of  silicon,  and  thus 
onto  the  bullet  train  of  the 
new  boom. 

Many  of  these  devices  will 
enjoy  their  first  design  adop- 
tions in  the  next  two  years.  They 
will,  in  turn,  power  a  burst  of 
new  wireless  Internet  devices, 
servers,  and  communications 
tools — just  in  time  for  the  ap- 
pearance, thanks  to  Moore's 
Law,  of  the  next,  even  more 
powerful  generation  of  chips. 

Why  is  this  important? 
Because  every  generation  of 
microprocessors  does  two 

things:  It  slices  the  prices  of  existing  products  in  half,  and  it  opens 
doors  to  new  industries.  The  next  two  clicks  of  Moore's  Law 
will  bring  broadband  processing  into  the  home,  the  current  PC 
into  the  pocket,  and  the  network  server  into  the  office  of  every 
budding  entrepreneur. 

INTERNET  You  remember  the  Internet,  don't  you?  It  was 
going  to  change  the  world  forever,  rewrite  the  rules  of  busi- 
ness, transform  retailing,  and  link  the  world  into  one  vast 
global  network.  Inevitably,  this  house  of  cards  came  crash- 
ing down,  to  the  glee  of  the  cowards  who  missed  out  and  the 
dismay  of  the  greedy  who  thought  they'd  found  easy  riches. 
So  we  declared  the  Internet  Era  over,  then  went  back  to  using 
it  every  day. 

Web  consumers  may  not  be  ordering  groceries  from  Web- 
van  or  dog  food  from  Pets.com  anymore,  but  they  are  hitting 


The  next  two  clicks  of 
Moore's  Law  will  bring  broadband 
processing  into  the  home. 


the  "Buy  Now"  button  at  Amazon,  L.L.  Bean,  Restoration 
Hardware,  and  Bloomingdale's.  Estimated  annual  online 
retail  sales:-$34  billion — equal  to  the  entire  U.S.  retail  market 
around  1940.  E-commerce  grows  at  about  35%  per  year, 
whereas  traditional  retail  growth  is  about  4%  to  5%  per  year.. 
Keep  in  mind  that  this  unheralded  payoff  has  come  from 
an  online  marketplace  that  continues  to  be  crude  and  largely 
unfulfilled  in  its  promise. 

Online  customers  demand  something  better.  What  do  they] 
want?  They'll  settle  for  the  quality  images  and  comprehensive 
listings  of  a  good  catalog,  but  what  they'd  really  love  is  a  per- 
sonal, customized  Home  Shopping  Network — a  place  where 
they  can  walk  through  virtual  aisles  and  pull  down  items, 
change  their  color  and  size,  and  have  a  software  avatar  give 
them  a  personalized  sales  pitch  and  answer  their  questions. 
Then  they  want  a  bank  to  guarantee  the  transaction  and  have 
the  item  land  on  their  doorstep  the  next  morning.  They  are 
about  to  get  both,  via  the  Great  Global  Grid. 

ONLINE  TRANSACTIONS  The  Internet,  because  of  its 
odd  birth,  has  always  had  a  strange,  paranoid  view 
of  commerce — half  PBS,  half  late  night  on  a  carni- 
val midway.  We  are  willing  to  pay  for  goods  on  the 
Web,  even  for  the  assistance  of  a  handful  of  guides. 
But  every  other  service  we  expect  to  get  free,  or  at 
least  underwritten  by  giant  corporations.  Thus, 
we'll  buy  a  used  Plymouth  online,  even  pay  Yahoo 
to  help  us  find  it.  But  we  won't  pay  for  the  best  arti- 
cle ever  written  about  buying  old  Plymouths.  Just 
ask  Slate  or  Salon.com  or  Inside.com. 

That's  for  the  mainstream.  For  the  edgier  stuff — 
pharmaceuticals,  gossip,  fan  sites,  porn — we  want  a 
peek  at  what  we're  buying  first,  and  then  the  chance 
to  make  our  purchase  behind  the  tent,  where  the 
cops  (and  the  neighbors)  aren't  watching. 

Here,  too,  the  solutions  are  coming  fast.  They  take 
as  many  forms  as  there  are  creators.  Encryption,  that 
favorite  activity  of  out-of-work  Russian  program 
mers  and  ex-spooks,  is  reach 
ing  the  mainstream  with  the 
dream  (and  nightmare  to 
governments  everywhere)  of 
almost  perfectly  private  peer- 
to-peer  transactions.  At  the 
same  time,  numerous  compa- 
nies, including  CheckFree,  First  Data,  and  Visa  International, 
are  rushing  to  establish  relationships  with  banks  and  govern- 
ments worldwide  to  enable  secure  online  cash  transfers,  from 
pennies  to  billions  of  dollars  anywhere  on  the  planet. 
The  number  of  secure  online  transactions  in  the  business- 
to-consumer  (B2C)  market  is  expected  to  reach  64  million  by 
2004,  moving  a  total  of  $75  billion. 

In  parallel  with  them  are  the  companies  (for  example, 
Qpass,  Trivnet,  and  iPin)  that  are  developing  protocols 
for  micropayments,  the  most  likely  antidote  to  the  endemic 
resistance  by  Web  surfers  to  paying  for  content.  Don't  want 
to  buy  an  annual  subscription  to  People  magazine?  Then  how 
about  paying  50  cents  online  for  this  week's  cover  story  on 
Russell  Crowe?  This  business  is  predicted  to  reach  $8.1  bil- 
lion by  2005. 


46    i    Forbes   September  10,  2001 


LANGUAGES  AND  INTERFACES  Even  if  you  discount  all  that 
ou've  just  read,  this  next  item  should  be  enough  to  convince 
ou  that  something  big  truly  is  coming.  Right  now,  while  the 
est  of  the  tech  world  is  still  reeling,  key  players  are  racing  to 
efine  the  new  face  of  the  Internet,  one  that  is  more  adaptive, 
isual,  and  polymorphic. 

On  one  side  are  the  new  languages,  capable  of  dealing 
/ith  multiple  streams  of  multimedia  input,  or  tying  together 
undreds  of  diverse  servers  into  a  gigantic,  temporary  pro- 
essing  engine.  You  may  have  already  heard  the  acronyms  of 
□me  of  these  languages,  like  XML,  UDDI,  and  SOAP. 

On  the  other  side  are  the  new  interfaces  capable  of  manag- 
ig  the  tremendous  speeds  in  the  Internet's  future,  of  speaking 
i  the  new  languages,  of  manipulating  the  extraordinary 
rray  of  new  visual  tools  (semiconductor  cameras,  3D  imagery, 
isual  search  technology)  being  born  out  of  laboratories,  and 
lost  of  all,  of  providing  an  experience  that  is  intuitive  and 
ngaging  to  the  human  mind.  In  other  words,  technology 
esigned  for  the  rest  of  us. 

Microsoft's  initiative  in  this  area  is  called  .Net,  and  the  very  fact 
lat  the  software  behemoth  has  such  an  initiative  is  a  warning  of 
mat's  to  come.  And  Gates  &  Co.  aren't  alone.  Hewlett-Packard 
as  its  own  initiative,  called  e-Speak.  So  does  Sun,  called  Sun  One. 
jid  something  reportedly  is  in  the  works  at  Oracle  and  IBM,  too. 

That's  just  from  the  highly  visible  corporations.  The  next 
losaic,  the  forerunner  of  Netscape,  may  come  out  of  acade- 
lia  like  the  last  one  did.  Already  available,  if  you  can  afford 
le  million  bucks  it  costs  to  sit  at  the  table,  is  a  2.5  gigabits- 
er-second,  double-fiber  backbone,  a  monster  architecture  that 
;  sending  giant  software  applications,  image  files,  and  video 
ack  and  forth  among  more  than  180  universities,  hospitals, 
nd  corporations.  This  new  Internet  iteration  is  privately 
anded,  in  large  part  by  equipment  donations  from  tech  corpo- 
ations  that  are  using  it  as  a  test  bed  for  future  products. 

And  don't  forget  the  federal  government:  DARPA  (origi- 
ally  called  ARPA)  invented  the  Internet,  after  all,  and  it  is 
usily  pursuing  a  model  of  the  second  generation  of  its  brain- 
hild,  called  Next  Generation  Internet,  which  currently  links, 
ke  its  predecessor,  government  and  military  agencies. 

The  last  time  around,  it  took  the  world  more  than  a  decade 
D  catch  on  to  the  Internet.  This  time,  backed  by  corporate 
larketing  muscle  and  addressed  to  a  large,  savvy  audience,  the 
doption  curve  will  be  almost  vertical. 

information  TECHNOLOGY  The  best  minds  in  IT,  such 
s  venture  capital  king  Vinod  Khosla,  believe  they  can 
lready  see  the  next  great  expansion.  It's  only  a  buzz  now,  but 


America's  infrastructure  is  not 
only  unprepared  for  such 
a  vast  economic  breakout, 
it  is  already  in  crisis. 

they  expect  it  will  be  a  full  roar  in  about  four  years. 

The  technology  is  called  RTEC,  for  real-time  enterprise 
computing.  It  is  the  culmination  of  the  march  that  began 
with  management  information  systems  (MIS)  and  database 
management  systems  20  years  ago,  and  it  will  be  made  pos- 
sible by  the  next  generations  of  the  Internet,  servers,  and 
personal  information  devices. 

Put  simply,  RTEC  links  together  all  of  the  information  in  a 
company,  as  well  as  its  partners  up  and  down  the  supply/distribu- 
tion channel,  and  makes  them  accessible  in  real  time.  Sales,  mar- 
keting, manufacturing,  inventory,  HR,  accounting,  financials — 
everything  is  polled  continuously  and  made  available  right  now. 

American  industry  is  growing  desperate  for  RTEC,  even  if  it 
doesn't  yet  know  the  name.  To  understand  why,  think  Cisco 
Systems.  Cisco,  then  the  most  valuable  company  on  Earth,  suf- 
fered one  of  the  worst  meltdowns  in  business  history  last  year. 
The  company  didn't  know  mountains  of  orders  had  evaporated 
until  it  was  too  late,  despite  having  one  of  the  most  sophisti- 
cated internal  IT  systems  anywhere.  The  stock  collapsed. 

Why  did  it  happen?  Because  of  an  inherent  lag  time  in 
Cisco's  information  apparatus.  As  the  business  world  moves 
faster  and  faster,  such  a  blindside  meltdown  will  become 
the  nightmare  of  chief  information  officers  everywhere.  And 
that  is  why  they  will  embrace  RTEC,  even  though,  Khosla 
estimates,  it  will  triple  their  IT  budgets. 

That  means  a  brand  new  $50  billion  industry  by  2005,  and 
a  land  rush  for  manufacturers  of  everything  from  servers  and 
network  archival  systems  to  PDAs  and  laptops  to  security  and 
software.  At  least  a  dozen  newly  funded  companies  with  names 
like  KnowNow,  Bang  Networks,  SeeCommerce,  and  Demand- 
Tec  have  already  sprung  up  to  chase  this  market.  Within 
another  year,  the  Big  Boys  will  be  in  the  market,  too.  And  you 
don't  have  to  squint  hard  to  see  that  Microsoft's  .Net  may  be, 
in  fact,  the  prototype  for  the  universal  RTEC  operating  system. 

REBIRTH 

Mountains  of  money,  an  entrepreneurial  resurgence,  a  new  gen- 
eration of  processors,  severe  overcapacity  of  cable,  broadband, 
viable  e-commerce  models,  important  new  core  technologies  in 
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hardware  and  software,  and  a  breakout  in  IT.  We've  seen  such 
conjunctions  before— in  1958,  1970.  1976,  and  1996— and 
each  (the  integrated  circuit,  the  microprocessor,  the  PC,  and  the 
Web)  set  off  an  explosion  that  reverberated  throughout  the  world. 

Had  you  been  looking  closely  at  the  converging  curves  of 
business,  money,  and  semiconductor  technology,  you  would 
have  seen  the  microprocessor  coming  as  early  as  1968,  even  if 
you  couldn't  have  predicted  the  Intel  4004.  We  can  do  the  same 
now  for  the  convergence  of  2004-2005,  and  give  it  a  name: 

INTERNET  II:  THE  GREAT  GLOBAL  GRID 

We  can  even  characterize  it:  Internet  II  will  be  what  the  Inter- 
net was  supposed  to  be. 

We  can  also  make  some  in- 
telligent guesses,  extrapolating 
from  emerging  new  technolo- 
gies, about  what  it  will  be  like. 
For  example,  it  will  be  a  broad- 
band medium,  probably  aver- 
aging 1  megabit  per  second  for 
the  average  user,  of  which  there 
will  likely  be  about  50  million 
in  the  United  States.  That's  the 
critical  mass  of  regular  users 
needed  to  drive  television  and 
movies  onto  the  new  Web. 

Unlike  the  current  World 
Wide  Web,  the  Great  Global 
Grid  will  be  primarily  a  visual 
medium.  This  shift  will  be 
powered  by  millions  of  low- 
cost,  high-quality  digital  cam- 
eras, visual  search  software, 
video  mail,  consumer  video 
editing  and  FX  software,  and 
vast  and  growing  online  video  files  ported  over  from  film,  televi- 
sion, and  music  videos. 

On  the  one  hand,  the  Grid  will  be  everywhere  in  our 
daily  lives  —  automobile  dashboards,  wristwatches,  PDAs, 
cell  phones,  appliances,  Game  Boys,  cash  registers,  even 
on  the  walls  of  public  spaces. 


Yet  Internet  II  will  also  become  increasingly  ghostly,  with 
perhaps  as  much  as  60%  of  it  devoid  of  human  access.  These 
dark  regions  will  be  filled  with  data  streaming  back  and  forth 
between  ever-changing  collections  of  computers  and  servers 
teaming  up  to  jointly  address  complex  problems  (as  with  the 
current  Search  for  Extraterrestrial  Intelligence  project  atj 
the  University  of  California  at  Berkeley). 

Internet  II  will  also  be,  increasingly,  a  monolithic 
medium  for  most  of  today's  distinct  media  channels — radio, 
broadcast  and  cable  TV,  pay-per-view,  cinema,  Web,  an<£ 
games  —  offering  hybrid  forms  never  possible  before.  In 
other  words,  Internet  II  will  at  last  be  the  all-inclusive  enter- 
tainment and  information  conduit  that  Internet  I 
was  supposed  to  be.  In  the  process,  it  will  scoop 
up  the  millions  who  now  sit  in  front  of  the  TV  or 
crowd  the  local  multiplex. 

Internet  II  will  not  only  be  what  Internet  I  was 
supposed  to  be,  it  will  also  be  better  than  its  alterna- 
tives. And  whenever  a  new  industry  passes  beyond 
being  merely  novel  to  becoming  economically  com- 
pelling, all  hell  breaks  loose. 

That's  what  happened  when  the  prices  of  color 
televisions,  VCRs,  and  microprocessors  fell  below 
$1,000.  Growth  became  logarithmic,  content 
providers  roared  into  the  marketplace,  and  an 
entire  culture  began  to  form  around  each  new 
technology.  That  is  what  will  happen  to  the  second 
generation  of  the  Internet  in  2004  or  2005. 

And  that's  just  entertainment  and  retail.  Imagine 
what  this  same  technology  does  for  business-to-busi- 
ness, peer-to-peer,  day  trading,  education  (the  stan- 
dards for  online  learning  are  predicted  to  be  in  place 
by  2004,  too),  and,  with  eye-contact  teleconferenc- 
ing, for  global  work  teams  and  telecommuting. 

The  Internet  isn't  dead;  it's  molting.  And  what  will 
come  out  of  the  chrysalis  will  be  gigantic.  Once  again,  let 
history  be  our  guide.  Every  important  digital  technology  over 
the  past  50  years  has  seen  an  initial  explosion  of  entrepreneurial 
activity,  followed  by  a  90%-plus  shakeout  of  the  competitors 
(although  only  a  small  dip  in  revenues).  But  what  is  generally 
forgotten  is  that  after  the  shakeout,  the  few  remaining  survivors 
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rijoy  exponential  growth. 
Zithin  a  couple  of  years  they 
re  joined  by  a  new  genera- 
on  of  savvier  young  com- 
etitors.  Meanwhile,  over  the 
ibsequent  two  decades,  the 
idustry  itself  typically  grows  100  times  bigger. 

Chips  crashed  in  1974.  Semiconductors  are  now  a  $200  bil- 
an  industry.  Processors  went  down  in  1984.  They  are  now  a  $60 
illion  industry.  Enterprise  software  had  its  Waterloo  (at  least  for 
larket  leader  Oracle)  in  1990.  It's  now  a  $44  billion  industry. 

If  history  holds  true,  the  Net,  following  this  current 
lakeout,  will  be  a  $20  trillion  industry  (nearly  twice  the  cur- 
;nt  Gross  Domestic  Product)  by  the  year  2020.  But  even  if 

is  only  one-tenth  that  size,  it  will  still  constitute  an  eco- 
amic  revolution. 

Two  thousand  four  is  the  year  it  all  comes  together. 

RACKS  IN  THE  ASPHALT 

here's  only  one  problem:  It  might  not  happen. 

America's  infrastructure  is  already  crumbling.  It  could 
;ver  withstand  the  massive  economic  shock  from  the  explo- 
on  of  Internet  II.  Instead,  we  are  in  jeopardy  of  experiencing 
nly  a  boomlet — an  economic  upturn  that  is  truncated,  atten- 
ded, or  perhaps  takes  place  somewhere  else. 

Cast  back  to  the  now-antebellum  era  of  the  first  Internet 
aom.  Radio  and  TV  were  overwhelmed  with  advertising. 
:apod  and  Webvan  trucks  got  stuck  in  traffic.  United  Parcel 
:rvice  and  Federal  Express  strained  under  tsunamis  of  deliver- 
s.  The  electric  power  grid  raced  toward  capacity  as  millions 
lore  computers  and  servers  were  brought  online.  Meanwhile, 
le  federal  government,  incapable  of  assimilating  the  revolu- 
□n  taking  place  around  it,  went  nuts,  writing  regulations  that 
ere  already  obsolete  when  they  appeared,  fumbling  spectrum 
locations,  trying  to  break  up  Microsoft. 

But  the  biggest  screwup  of  all  has  been  the  Feds'  handling 
f  the  so-called  last  mile  problem,  the  final  step  of  bringing 
roadband  to  the  home.  Here,  instead  of  letting  the  market 
id  competition  takes  its  course,  the  Federal  Communica- 
ons  Commission  has  snarled  things  up  so  badly  that  it  may 
ike  years  to  unravel.  The  only  good  news  in  this  regulatory 
lafu  is  that  local  governments  (such  as  Chicago,  Illinois,  and 
do  Alto,  California)  have  decided  to  circumvent  Washing- 
>n  and  put  in  their  own  neighborhood  grids. 


If  history  holds  true,  the  Net 
will  be  a  $20  trillion  industry 
by  the  year  2020. 


And  that,  it  now  seems,  was  just  the  rehearsal  for  the  Big  One. 
Picture  now,  to  be  conservative,  the  birth  of  a  $10  trillion 
industry  over  the  next  four  years,  and  the  infrastructure 
earthquake  it  would  produce.  America's  infrastructure  on 
land,  water,  and  in  the  air  is  not  only  unprepared  for  such  a 
vast  economic  breakout,  it  is  already  in  crisis.  In  a  little-noted 
report  last  year,  the  American  Society  of  Civil  Engineers 
graded  the  nation's  roads  and  airports  for  structural  quality. 
Neither  earned  a  grade  better  than  D+. 

Harbors  are  silting  up,  bridges  are  crumbling,  landfills  are 
being  topped  off  with  last  year's  PCs.  Even  the  water,  which  must 
be  purer  for  making  semiconductors  than  for  washing  human 
organs  during  surgery,  is  running  dry.  The  great  economic  boom 
of  the  1990s,  the  largest  and  most  sustained  in  U.S.  history,  was 

built  on  the  foundation  of 
America's  investment  in  infra- 
structure in  the  1950s  and 
1960s.  But  that  infrastructure 
is  now  either  used  up,  worn 
out,  or  incomplete.  We  have 
failed  to  re-asphalt  the  high- 
way even  as  we  were  laying  fiber  optic  cable  down  the  shoulder. 
We  depend  upon  trucks  and  trains  and  airplanes  to  deliver  the 
goods  we  order  at  the  punch  of  a  button,  yet  we  have  put  down 
few  rails  or  runways  since  the  days  when  FedEx  was  just  a  dream 
and  email  was  still  a  telegram. 

Our  borrowed  notes,  the  years  we've  used  the  nation's  once- 
great  infrastructure  without  upgrading  it,  are  now  way  past  due. 

How  much  will  it  cost?  One  estimate  is  $1.3  trillion — and 
that's  just  to  get  the  nation  up  to  current  standards,  not  to 
underpin  another,  bigger  economic  expansion. 

And  we  are  running  out  of  time.  Are  we  willing  to  bet,  say, 
$2  trillion  to  make  $20  trillion?  Is  there  any  consensus  in 
Washington  to  do  so?  Democrats  don't  do  roads,  and  the  GOP 
just  gave  back  $1.35  trillion  in  a  tax  cut.  The  Bush  administra- 
tion is  spending  more  on  infrastructure  than  its  predecessor,  but 
the  amount  ($59.5  billion  alone  for  the  Department  of 
Transportation  in  2002)  is  little  more  than  half  of  what  is  needed 
just  to  keep  America's  trucks  from  disappearing  into  potholes. 

A  WAKEUP  CALL 

For  nearly  a  decade  now,  the  role  of  Forbes  ASAP  has  been  to 
identify  what  is  coming  next  and  to  offer  solutions  for  how 
to  make  the  best  of  changing  times.  Now  we  are  announcing 
the  rebirth  of  the  Internet,  in  the  form  it  was  always  meant  to 
be,  and  with  an  impact  far  greater  than  anything  we  have 
seen  before.  In  the  pages  that  follow,  we  look  more  closely  at 
this  emerging  phenomenon  that  will,  for  good  or  evil,  define 
our  lives  for  a  generation. 

But  with  this  announcement  also  comes  a  warning:  We  are 
not  prepared  for  this  impending  boom.  We  have  no  way  to 
support  it,  to  nourish  it,  even  to  reap  its  benefits.  What  will 
happen  to  Internet  II,  the  fulfillment  of  the  technological  rev- 
olution, when  our  order  sits  on  a  runway  behind  60  other 
planes  awaiting  takeoff,  or  on  a  stalled  interstate?  And  how 
many  batteries  will  we  need  to  surf  the  Grid  in  the  dark? 

Internet  II  is  coming,  but  we  aren't  ready.  If  we  aren't 
ready  soon,  we  may  have  to  wait  until  2015  or  2020,  and 
perhaps  visit  Frankfurt  or  Shanghai  to  see  what  we  missed.  ■ 
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It's  time  to  connect  the  rest  of  us 


BY  STEPHEN  P,  PIZZO 

It  was  noon  when  the  broadband  service  to  my 
home  office  went  dark.  No  temporary  network  outage 
this  time;  my  provider,  NorthPoint  Communications, 
had  gone  bust.  AT&T  acquired  NorthPoint's  assets  in 
bankruptcy  and  decided  they  were  not  interested  in 
providing  my  neighborhood  with  a  high-speed  Inter- 
net connection.  So  AT&T  pulled  my  plug — along  with 
those  of  nearly  100,000  other  NorthPoint  customers. 

It  was  just  another  day  at  the  edges  of  the  network.  For  most 
Americans,  the  promise  of  high-speed  Internet  access  to  homes, 
home  offices,  and  neighborhood  businesses  remains  unfulfilled, 
thanks  to  a  major  roadblock  on  the  information  superhighway: 
the  dreaded  last  mile.  While  the  network's  long-distance  portion  is 
as  fast  as  the  speed  of  light,  its  edges — the  part  that  goes  to  neigh- 
borhoods and  small  businesses — are  all  too  often  just  one  big 
speed  bump,  slowing  everything  to  an  old-fashioned  dialup  crawl. 

Today  only  3%  of  homes  in  the  United  States  have  souped-up 
phone  lines,  called  digital  subscriber  lines  or  DSL,  which  can  han- 
dle both  Internet  traffic  and  voice  at  25  times  or  more  the  speed  of 
a  typical  household  modem.  With  high-speed  cable  modems,  cable 
TV  companies  serve  an  equal  percentage  of  U.S.  homes.  In  fact,  at 
the  start  of  this  year,  only  13%  of  Americans  with  PCs  ready  to 
surf  the  Web  had  broadband  service,  according  to  market  research 
firm  IDC.  The  vast  majority  of  those  who  did  lived  in  densely  pop- 
ulated areas  where  entrenched  telephone  and  cable  companies  are 
engaged  in  no-holds-barred  battles  for  market  share. 

For  many  of  the  remaining  87%  who  don't  have  broadband, 
the  options  include  living  with  a  slow  dialup  connection  or 
spending  $400  to  $  1 ,000  for  wireless  or  satellite  technology  that 
bypasses  the  hard-wired  world  of  phones  and  cable.  But  even 
these  expensive  options  are  often  not  adequate.  Hindered  by  the 
laws  of  physics,  satellite  and  broadband  wireless  solutions  are 
less  reliable,  slower,  and,  even  when  they  work  perfectly,  seldom 
deliver  on  the  promise  of  true,  two-way  broadband  performance. 
If  the  picture  seems  bleak,  that's  because  it  is.  And  don't 


expect  it  to  change  anytime  soon.  Some  experts  think  that  whei 
2005  rolls  around,  broadband  will  still  not  be  universally  avail 
able.  (Most  analysts  we  spoke  to  were  not  even  willing  to  ven 
ture  a  guess  as  to  when  we  might  have  something  substantially 
less  than  universality,  say  30%  to  50%  broadband  penetration. 

BIG  BAD  UNCLE  SAM 

Congress  had  a  vision  in  mind  in  1996:  competition  for  cus 
tomers  that  would  set  loose  the  broadband  equivalent  of  th< 
Oklahoma  land  rush.  To  do  so,  it  forced  regional  Bell  operating 
companies  (RBOCs),  the  smaller  Bells  left  by  the  breakup  o 
AT&T,  to  open  and  share  their  networks  with  independeni 
startups  (competitive  local  exchange  carriers,  or  CLECs). 

The  deal  was  simple:  If  the  Bells  let  the  startups  use  theii 
phone  lines  to  compete  for  high-speed  DSL  customers,  the  loca 
phone  companies  would  be  allowed  to  get  into  the  long- 
distance business,  something  they  had  been  barred  from  doing. 

The  provision  of  the  1996  Telecommunications  Reform 
Act  spawned  an  explosion  of  local  carriers,  from  78  compa- 
nies before  passage  to  230  companies  in  2000.  But  the  cards 
were  stacked  against  the  CLECs  from  the  start.  The  regional 
Bells  were  in  no  mood  to  make  this  shotgun  marriage  work. 
From  their  point  of  view,  the  law  unfairly  handicapped  them; 
they  were  already  scrambling  to  roll  out  DSL  services  to  areas 
within  their  network  where  cable  operators  were  marketing 
broadband  cable-modem  services.  The  last  thing  they  needed 
was  new  competition  within  their  own  networks. 

So,  from  the  start,  the  regional  Bells  fought  a  furious  rear-j 
guard  action  against  the  1996  law.  "The  reason  that  CLECs  | 
(like  NorthPoint)  have  fallen  on  hard  times  is  that  the  RBOCs 
were  very  successful  using  legal  tactics  to  delay  full  implemen- 
tation of  the  1996  Telecommunications  Act,"  says  Paul  Kellett, 
senior  director  of  research  for  telecommunications  consulting 
firm  Pioneer  Consulting.  "The  RBOCs  have  won  through 
delay.  The  CLECs  are  going  out  of  business  because  they  don't 
have  the  cash  flow."  Even  when  the  Bells  do  cooperate,  Kel- 
lett says,  they  charge  the  startups  so  much  for  service  "that 
they  can't  possibly  make  a  profit." 

Rather  than  setting  the  stage  for  a  lively  price  competition, 
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■ritics  charge,  the  1996  Telecom  Act  instead  turned  the  regional 
Jells  into  a  kind  of  Venus  flytrap  for  the  young  startups.  Over  the 
Rast  four  years,  225  CLECs  have  gone  bankrupt  or  have  been 
Ibsorbed  by  other  CLECs,  or,  more  often,  by  the  regional  Bells 
hemselves,  according  to  New  Paradigm  Resources  Group.  Since 
anuary,  nearly  $16  billion  has  been  lost,  along  with  103,000  jobs. 

With  the  local  startups  under  siege,  the  regional  Bells'  real  com- 
>etition  has  come  down  to  another  big  local  monopoly:  cable 
>perators.  While  the  local  phone  monopolies  jealously  guarded 
heir  turf,  long-distance  giant  AT&T  acquired  numerous  cable  tel- 


evision companies.  After  all,  if  the  regional  Bells  want  to  get  into 
the  long-distance  business,  then  AT&T  wants  into  the  local  broad- 
band access  business.  Currently,  AT&T  Broadband  serves  13.8 
million  cable  subscribers  (out  of  a  pool  of  roughly  68  million). 

The  relative  growth  and  strength  of  the  cable  operators  is 
the  major  reason  the  regional  Bells  say  the  1996  Telecom  Act 
handicaps  them.  Why,  they  ask,  should  we  be  forced  to  open 
our  networks  to  the  CLECs  when  the  cable  guys  don't  have  a 
similar  requirement  or  similar  competition? 

This,  in  fact,  is  the  argument  being  used  by  one  of  the 
nation's  largest  regional  Bells,  SBC  Communications.  "The 
cable  companies  already  have  the  lion's  share  of  the  broad- 


band market,"  says  SBC  spokesperson  Selim  Bingol.  "The  only 
[broadband]  technology  that  is  regulated  like  this  is  ours.  All 
we  are  asking  for  is  a  level  playing  field." 

At  the  moment,  SBC  is  moving  aggressively  on  a  three- 
year,  $6  billion  program  dubbed  Project  Pronto.  The  plan  is 
to  bring  DSL  service  within  reach  of  80%  of  its  customers. 
This  involves  installing  high-speed  switches  in  thousands  of 
underground  and  aboveground  facilities.  SBC's  goal  is  to 
offer  broadband  services  to  homes  and  small  businesses  now 
out  of  reach  of  distance-sensitive  DSL  technology.  But  unless 
SBC  gets  regulatory  relief  from  Washington,  it  will  shut  down 
Project  Pronto  in  Illinois,  where  its  merger  with  Ameritech 
caused  regulators  to  demand  that  SBC  open  its  new  Pronto 
equipment  to  competitors.  In  other  words,  Project  Pronto 
could  become  Project  No-Go,  and  too  bad  for  those  individu- 
als and  businesses  in  need  of  it.  "SBC  is  saying,  'No  way.  We 
are  not  going  to  put  [equipment]  in  if  we  have  to  share  it,' " 
says  Justin  Beech,  founder  of  DSLreports.com. 

In  a  recent  speech,  Intel  Chairman  Andy  Grove  partly 
agreed  with  SBC's  stance.  He  said  the  Telecom  Act  is  not 
working  and  urged  the  government  to  deregulate  the  regional 
Bells  to  speed  up  the  deployment  of  broadband  services  in  the 
last  mile,  even  if  it  is  at  the  expense  of  the  local  startups. 

Not  everyone  agrees,  of  course.  "If  Congress  or  regulators 
cave  in  and  roll  back  those  provisions  of  the  Telecom  Act, 
independent  DSL  providers  will  be  out  of  business,"  warns 
Thomas  Santaniello,  public  policy  manager  for  the  Comput- 
ing Technology  Industry  Association.  "Then  local  customers 
will  have  no  other  choice  for  DSL  service  but  the  local  phone 
monopoly,  whose  track  record  with  DSL  is  terrible."  At  this 
writing,  Congress  is  facing  a  number  of  bills  that  attempt 
either  to  reinforce  the  Telecom  Act  or  dismantle  it. 

Whatever  the  act's  ultimate  fate,  consumers  are  suffering 
now — and  not  only  because  the  infighting  delays  broadband 
rollout.  With  the  decrease  in  competition,  prices  have  begun  to 
rise.  This  year  AT&T  Broadband  raised  its  price  for  high-speed 
cable  Internet  service  from  $39  to  $45.95  a  month,  saying  the 
new  price  better  reflects  the  value  of  the  service  to  customers. 
AT&T  Broadband's  monthly  fees  are  now  in  line  with  residential 

None  other  than  Andy  Grove  is  urging 
the  federal  government  to  deregulate 
the  regional  Bells  to  speed  up  the 
deployment  of  broadband  services. 

DSL,  where  both  SBC  and  BellSouth  have  also  raised  their  rates 
in  recent  months.  Prices  for  business-grade  DSL  services,  favored 
by  smaller  businesses,  have  also  risen.  "Companies  that  were 
offering  business-quality  DSL  for  $100  to  $200  a  month  have  all 
but  been  crushed,"  says  Beech  of  DSLreports.com.  "Now  these 
businesses  are  being  told  that  if  they  want  quality,  business-grade 
DSL  service,  the  only  place  they  can  get  it  is  from  the  local  telcos, 
[with]  the  price  $600  to  $1,000  a  month,  take  it  or  leave  it." 

GOOD  GOVERNMENT'S  GAMBLE 

At  least  some  folks  are  taking  the  latter  option,  leaving  the  tele- 
phone companies  behind  and  counting  on  local  government  to 
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WHY  IS  BROADBAND  SO  NARROW? 


break  through  the  roadblocks  holding  back  broadband  deploy- 
ment. "Let's  face  it,"  says  Dan  Lyne,  director  of  technology 
development  for  World  Business  Chicago,  a  public/private 
economic  development  organization  created  and  chaired  by 
Mayor  Richard  M.  Daley.  "Companies  need  to  show  some 
kind  of  return  on  investment  in  order  to 
drag  all  that  fiber  out  to  the  edges  of  the 
network.  If  Joe's  Donut  Shop  out  in 
some  neighborhood  wants  broadband, 
they  are  not  going  to  drag  it  out  there 
just  for  him." 

That  is  why  Lyne  and  a  growing  num- 
ber of  other  business  leaders  in  Chicago 
believe  this  financial  bottleneck  can  best 
be  removed  by  leveraging  the  spending 
power  of  government.  Mayor  Daley  is 
the  moving  force  behind  a  broadband-to-the-neighborhoods 
effort  called  CivicNet.  Under  the  plan,  the  city  has  committed 
$32  million  a  year — its  entire  telecommunications  budget — 
for  the  next  10  to  12  years  to  encourage  the  deploying  of 
high-speed  fiber  and  switches  throughout  the  city.  Chicago 
will,  in  effect,  become  the  anchor  tenant  for  an  all-fiber  net- 
work that  will  go  to  the  city's  more  than  1,800  public  facili- 
ties: schools,  hospitals,  and  police  and  fire  stations — in  other 
words,  deep  into  residential  and  underserved  areas  that 
the  regional  Bells  or  AT&T  would  not  find  attractive.  Once 
the  fiber  has  been  installed,  Chicago's 
network  will  be  available  to  a  group  of 
competitive  local  providers  who  want 
to  offer  broadband  services. 

Across  the  Canadian  border,  the 
province  of  Alberta  has  adopted  an  even 
more  aggressive  approach.  About  the  size 
of  Texas,  Alberta  is  already  well  along  on 
a  government  project  called  SuperNet. 

Alberta's  fiber-optic  network  will  also 
connect  to  public  buildings.  But  unlike 
Chicago's  CivicNet,  Alberta  will  not  just 
act  as  a  key  tenant  for  the  new  network; 
it  will  actually  own  the  fiber.  Once 
installed,  the  government  will  lease  local 
providers  bandwidth  as  they  need  it — 
fiber  by  fiber — for  a  term  of  20  years 
plus  an  annual  maintenance  fee.  The 
current  Alberta  government  is  consid- 
ered right  wing,  even  by  local  conserva- 
tives. This  has  been  a  purely  practical 
solution  to  an  intractable  problem.  And 
this  is  no  socialist  administration. 

"The  big  thing  we  realized  is  that  gov- 
ernments can  play  a  critical  role — not  in 
providing  the  broadband  services  them- 
selves but  in  building  out  a  broadband 
infrastructure,"  says  Bill  St.  Arnaud, 
senior  director  of  network  projects  for 
Canarie,  Canada's  advanced  Internet 
development  organization.  A  public/ 
private  consortium,  its  goal  is  to  have 
a  gigabit  broadband  connection  avail- 


able to  every  citizen  in  Canada  by  the  end  of  2005. 

The  Canarie  consortium  includes  Bell  Canada,  Cisc 
Systems,  and  Nortel  Networks.  Nortel  will  deploy  the  core  c 
the  network.  Another  Canadian  consortium  is  working  on 
similar  program  and  believes  that  such  public/private  partnei 
ships  are  the  fastest  ways  to  break  the  logjams  ths 
Americans  are  experiencing. 

In  the  United  States,  similar  endeavors  are  goin 
on  between  public  and  private  concerns,  namel 
Internet2,  which  is  primarily  funded  by  universitie: 
and  the  Defense  Department's  New  Generation  Intel 
net  (NGI)  initiative.  Joe  Mambretti,  director  of  th 
International  Center  for  Advanced  Internet  Researc 
and  chair  of  a  technology  advisory  committee  tha 
reports  to  Mayor  Daley,  predicts  that  as  more  Civic 
Net  or  Canarie  public/private  network  scheme 
emerge,  the  current  debate  in  Washington  on  telecommunica 
tions  policy  and  regulation  will  fade  into  irrelevance.  "Eventu 
ally,  every  city  will  see  the  need  for  a  CivicNet  of  their  own,"  h, 
predicts.  "I  don't  believe  the  whole  solution  will  come  from  th 
federal  level.  Cities  will  realize  that  high-speed  networks  tha 
include  everyone  are  the  key  to  being  competitive  in  the  nev 
economy.  Those  who  have  such  a  network  will  thrive.  Thos 
who  don't  will  suffer  deprivations.  High-bandwidth  infrastruc 
ture  will  become  as  fundamental  to  a  city's  success  and  pros 
perity  in  the  new  economy  as  an  airport  was  in  the  old." 


COMPANIES  TO  WATCH 

SBC  Communications  (www.sbc.com) 

Its  Project  Pronto  investment  should  pay  off  big. 
Sprint  Broadband  (www.sprintbroadband.com) 

Sprint's  financial  muscle  and  experience  mean  this 
wireless  solution  will  not  only  be  the  best  around  but 
also  will  still  be  around  five  years  from  now. 
AT&T  Broadband  (www.attbroadband.com) 

Access  to  AT&T's  13.8  million  cable  customers  is  a 
major  strength. 

Hughes  Network  Systems  (www.hns.com) 

Hughes  can  hedge  its  DirecWay  satellite  broadband 
gambit  with  DirecTV  DSL  service. 

LONG  SHOT 

Airora  (www.airora.com)  This  souped-up  802.11 
wireless  network,  the  product  of  Broadband2Wireless, 
could  be  a  winner  The  man  behind  this  company,  Ric 
Fulop,  has  a  record  of  accomplishment  that  is  hard  to 
ignore.  His  earlier  companies  developed  the  software 
and  firmware  that  run  most  DSL  services  and  most 
cable  modems.  If  anyone  can  do  it,  he  can. 


WILD  SHOT 

Sky  Station  International  (www.skystation.com) 

Former  U.S.  Secretary  of  State  and  retired  general 
Alexander  Haig  is  behind  this  company.  The  idea  is 
to  ouild  a  fleet  of  airships  that  would  float  70,000 
feet  above  the  Earth,  acting  as  broadband  trans- 
ceivers. Although  the  company  refuses  interviews, 
material  on  its  Web  site  says  the  airships  could 


be  in  place  for  up  to  five  years  and  then  be  brought 
down  for  service  and  upgrading. 

MAGIC  BULLET 

Cooperative  Community  Networks: 
(www.toaster.net/wireless/community.html) 

Anyone  who  paid  attention  to  how  Napster  turned  the 
giant  recording  industry  on  its  head  understands  the 
power  of  a  small,  viral  idea.  While  giant  phone  and 
cable  companies  battle  for  dominance  in  the  emergin 
broadband  space,  Napster-like  subversives  have 
sprung  up  around  the  country  to  create  interlocking 
wireless  networks  built  on  the  802.11  standard. 
Here's  how  it  works:  A  person  or  company  who  has 
a  broadband  connection  hooks  it  into  a  high-powered 
wireless  transceiver.  Then,  like  a  radio  broadcast, 
those  near  the  antenna  tap  in,  and  presto:  They  have 
a  broadband  connection.  From  there,  the  network 
grows  like  a  cell.  Someone  else  installs  an  antenna, 
and  everyone  around  that  antenna  has  a  high-speed 
connection.  Dozens  of  these  little  networks  have 
already  sprung  up,  and  more  are  coming.  These  early 
802.11  networks  currently  depend  on  charity,  goodwill 
and  open-source  revolutionary  fervor.  But  those  who 
believe  they  have  hit  on  a  hot  idea  say  that  as  use 
grows,  individuals  within  communities  will  form 
bandwidth  cooperatives,  paying  for  a  single  shared 
broadband  source. 

Admittedly,  it's  a  long  shot.  Then  again,  so 
was  Napster.  STEPHEN  P.  PIZZO 
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raised  to  the  power  of  El  Paso 


EP  Connect.  Because  no  network 
can  afford  to  be  an  island. 

El  Paso  Global  Networks  Company  introduces  EP  Connect, 
a  service  that  will  speed  your  time  to  market  through  rapid 
cross  connects  with  your  business  partners.  Feature-rich. 
NSP-neutral.  Located  where  you  do  business  today. 
EP  Connect  will  keep  you  from  becoming  a  castaway. 

That's  connectivity.  Raised  to  the  power  of  El  Paso. 

Learn  more  about  EP  Connect  and  the  future 

of  interconnection  at  www.epglobalnetworks.com. 


Global 
Networks 


The  Internet  has  good  bones  —  now  we're  building  musck 


BY  KIP  CROSBY 


he  Internet  was  originally  envisioned  as  a  good- 
faith  effort  sustained  by  a  small  community  of  ethical 
professionals.  Needless  to  say,  this  is  not  the  case 
anymore.  Hackers,  thieves,  disgruntled  employees,  and 
everyday  eavesdroppers  are  about  as  common  on  the 
Net  as  spammers. 


Next  to  the  last-mile  problem  (see  "Why  Is  Broadband  So 
Narrow?"  on  page  50),  adequate  security  is  one  of  the  major 
roadblocks  stopping  the  growth  of  the  Internet.  Companies 
such  as  VeriSign  and  RSA  Security,  as  well  as  public  and 
private  organizations  including  Internet2  and  the  Defense 
Department's  Next  Generation  Internet  Initiative,  have  laid 
the  foundation  for  safe  commerce  and  communications.  But 
much  remains  to  be  done,  particularly  if  the  Internet  is  ever 
going  to  realize  its  full  potential.  Here,  then,  is  a  roundup  of 
what  we  have,  what  we  don't,  and  what  we  wish  we  did: 

Accountability,  authorization,  and  authentication.  In  the 
security  industry,  these  buzzwords  are  intimately  related.  In 
essence,  they  address  two  fundamental  questions:  Are  you  whom 
you  say  you  are  in  cyberspace?  How  can  you  be  held  responsi- 
ble for  your  actions?  For  years,  user  names  and  passwords  pro- 
vided decent  security  for  noncommercial  transactions.  But  as 
more  money  and  goods  are  digitized,  what  is  needed  is  the 
widespread  adoption  of  some  kind  of  smart  card.  Such  cards 
would  work  in  tandem  with  personal  passwords,  as  at  an 
ATM.  In  the  future,  each  time  you  want  to  access  a  network 
or  a  PC,  you  will  swipe  a  card,  type  in  a  password,  and  the 
network  will  know  who  you  are  and  what  privileges  you 
have.  RSA  Security  has  introduced  technology  called  SecurlD, 
combining  a  hardware  tag  and  a  memorized  personal  identifi- 
cation number  that  enables  just  this  kind  of  secure  access. 

Confidentiality.  This  is  actually  several  problems,  all  of 
which  reduce  to:  Will  the  data  be  seen  and  used  only  by  those 
who  are  entitled  to  use  it?  The  answer  is  yes — if  it  is  ade- 
quately encrypted.  For  the  most  part,  encryption  is  one  of  the 
strongest,  most  mature  parts  of  our  security  infrastructure. 
Firms  such  as  PGP  Security  have  products  that  can  encrypt 
data  that  resides  on  computers  or  travels  among  them.  An 


advantage  to  encryption  is  that,  as  the  aggregate  processin] 
power  of  computers  and  networks  increases,  security  can  b 
beefed  up  by  adding  to  the  bit  length  of  the  encryption  key. 

Integrity.  Is  the  data  received  identical  to  the  data  sent?  h 
other  words,  is  anyone  hijacking  or  manipulating  the  informa 
tion  as  it  travels  across  the  network?  The  solution  to  this  prob 
lem  falls  primarily  to  the  digital  certificate,  which  works  like 
manifest  that  is  signed  for  a  physical  shipment.  Certificates  con 
tain  a  public  encryption  key  supplied  by  the  sender,  togethe 
with  the  certificate  issuer's  assurance  that  the  key  is  valid.  Fo 
several  years,  acceptance  of  certification  was  held  back  becaus 
competing  security  providers  supplied  incompatible  certificates 
The  technology  is  now  shaking  out,  and  the  strongest  compa 
nies  are  well  positioned  to  expand  their  offerings.  Certificate 
and  digital  signatures  will  become  more  important  as  Interne 
security  migrates  toward  the  establishment  of  the  public  ke 
infrastructure  (PKI),  which  is  essentially  an  encryption-basei 
security  model  for  the  entire  network. 

These  components  largely  define  Internet  security  as  it  exist 
today.  They  assure  adequate  protection  for  the  overwhelmin 
majority  of  transactions.  But  soon  this  will  not  be  the  case  as  w 
begin  to  use  the  Net  for  more  and  more  important  transactions 
Net-based  commercial  transactions  are  poised  to  grow  to  $71 
billion  by  next  year,  according  to  Gartner  Research,  posing  " 
question  of  when,  and  not  if,  the  Internet  will  become  mor 
crucial  than  the  interstate  [highway  system],"  according  ti 
Steven  Levy,  an  expert  and  author  in  the  field.  The  bottom  line 
New  sophisticated  security  systems  are  needed.  Here  are  som 
that  are  likely  to  be  part  of  the  Internet's  next  generation: 

Public  key  infrastructure  will  reach  its  full  development 
PKI,  relying  on  a  uniform  standards-based  encryption  technol 
ogy,  will  grow  to  include  certification,  certifying  authorities 
digital  signing,  hardware  tags,  and  security  applications- 
just  about  everything  businesses  use  to  buy  and  sell  goods  ii 
the  real  world.  Theoretical  work  for  this  system  is  largel 
finished  and  implementation  is  proceeding.  The  idea  of  ai 
encrypted  umbrella  for  the  entire  Internet  is  not  universall 
popular,  and  the  opposing  camp  tends  to  use  the  phras 
"technology  neutral"  to  imply  that  the  Internet  security  mode 
should  comprise  a  larger  number  of  different  techniques.  Bu 
at  this  point,  we  can  surmise  that  PKI  has  largely  won  th 
day,  although  some  details  need  to  be  worked  out. 

IPSec  will  become  an  Internet-wide  protocol  like  TCP/II 
IP  Security  Protocol,  or  IPSec,  is  a  set  of  standard  IP-laye 
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otocols  that  guarantees  secure  exchange 
packets  between  two  compliant  devices 
at  share  a  public  key.  This  protocol, 
j  believe,  will  become  widely  adopted. 

Cross-platform  authentication  will 

governed  by  standards  rather  than  by 
reement  among  enterprises.  Wouldn't  it 

great  if  we  could  do  away  with  user 
me  and  password  authentication  for 
gging  on  to  large  networks,  and 
;tead  have  embedded  methods  of  say- 
l  to  the  network,  "Don't  worry,  I  am 
is  person  and  I'm  allowed."  Shibbo- 
:h,  a  project  supported  by  IBM,  the 
iddleware  Architecture  Committee  for 
lucation,  and  the  Internet2  consortium 
ide  up  of  universities,  government,  and 
dustry,  is  working  to  do  just  this.  If 
:ure  security  takes  this  path,  it  will  no 
lger  be  the  responsibility  of  the  indi- 
iual  network  to  correctly  identify 
ers.  It  will  be  a  general  architecture, 
sed  on  open  source  code  and  available 
>m  numerous  vendors.  If  Shibboleth 
ces  hold,  it  could  facilitate  an  Internet- 
de  benchmark  for  access  and  authenti- 
tion  within  five  to  seven  years. 

Commercially  secure  processing  will 
t  its  own  markup  language  for  devel- 
ment.  A  dialect  of  XML,  Security 
sertions  Markup  Language  (SAML), 
:ates  a  common  standard  that  allows 
mpanies  to  exchange  authentication, 
thorization,  and  user  profiles  among 
;mselves — even  if  the  Internet  secu- 
y  of  the  individual  companies  is  pro- 
letary. SAML  is  meant  to  facilitate 
:ure  links  among  enterprises  and  make 
>se  cooperation  faster  and  easier.  It's 
rd  to  tell  how  quickly  this  language 
uld  spread,  but  if  it  rides  the  coattails 

XML  and  now-universal  HTML, 
pect  to  see  it  broadly  used  within  a 
v  years. 

The  rush  is  on,  then,  to  make  the  Inter- 
t  secure,  and  for  good  reason:  Gartner 
search  estimates  that  by  2004  network 
acks  will  increase  by  a  factor  of  100  or 
)re.  And  no  matter  how  much  is  accom- 
shed  in  the  next  few  years,  there  will 
vays  be  something  else  to  do.  A  fool- 
aof  system  does  not  exist.  "Being  secure 
i  the  Net]  is  a  function  of  how  hard 
u  want  to  make  it  for  the  potential 
5aulter,"  says  Peter  Salus,  technical 
ector  for  Internet  watchdog  Matrix- 
it  in  Austin,  Texas.  "In  the  last  analy- 
,  if  you're  an  Internet  participant, 
ur  security  can  be  compromised."  ■ 
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Join  the  1,441  software, 
hardware,  engineering, 
biomedical,  data, 
aerospace,  pharmaceutical, 
and  genetics  firms  that 
have  chosen  the  Inland 
Empire  for  its  beauty  and 
its  lifestyle.  We  can  help 
you  find  the  cost-effective 
business  location  that's 
right  for  you. 


INLAND  KMPIRi-  KONOM1C  PARTNFRSH1P 

Call  Ten  Ooms,  President  &  CEO 
at  1-800-500-4367 

(toom&ieep  com)  or  visit  us  online  at  ieep  .com 


Few  people  can  make  decisions  that  are  as  good  for  the 
environment  as  they  are  for  business. 

You  happen  to  be  one  of  them. 

You  make  the  decisions  that  improve  your  organization's  And  that  impresses  people  everywhere,  from  the  school 

bottom  line  Energy  Star*  makes  it  easier  The  Energy  Star  board  to  the  state  capital    More  than  700  leaders  in 

label  on  your  buildings  tells  the  world  that  you  are  government  and  education  already  reap  the  benefits 

committed  to  superior  energy  performance  and  fiscal  of  participating  in  Energy  Siar.  You 

responsibility.  That  commitment  not  only  frees  up  can  too  Call  1-888-STAR-YES  SFff. 

operating  funds  but  also  helps  prevent  air  pollution.  or  visit  energystar  gov. 


Energy  Siar  ls  ipauowd  by  ihr  U  S  Environments]  PWWttal  Agency  and  ihf  U  S  Department  of  hnrr^y 


Money  Isn't  All  You're  Saving 
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GET  OUT  OF  THE  WAYi 

America  needs  a  new  course 
to  ensure  broadband  for  all 


BY  CARL  M.  CANNON 

Washington — As  Congress  and  the  Bush 
administration  wrestle  with  how  to  restore 
momentum  to  the  new  economy,  it's  good  to 
remember  the  role  Washington  played  in  cre- 
ating the  current  crazy  environment.  Five 
years  ago,  just  as  the  Internet  was  gaining 
traction,  Congress  and  the  White  House 
decided  that  they,  not  the  markets,  knew  what  was  best  in  the 
telecommunications  industry.  The  result  was  a  fiasco;  what 
stalled  the  Internet  revolution  wasn't  only  greed  and  glitz  but 
also  a  government-induced  delay  in  providing  the  infrastruc- 
ture that  would  have  brought  Internet  II  to  Americans  — 
along  with  the  wealth,  productivity,  and  economic  activity 
that  broadband  technology  promises. 

That  wasn't  their  intention — far  from  it.  When  a  Republican- 
controlled  Congress  and  a  Democratic  White  House  enacted  the 
Telecommunications  Reform  Act  of  1996,  members  of  both  par- 
ties insisted  the  legislation  would  unshackle  the  telecom  industry, 
lower  the  prices  of  long-distance  telephone  calls,  launch  the 
Internet  ever  higher,  and  ensure  diversity  of  opinion  in  the  media. 

But  in  a  weirdly  prophetic  statement,  Republican  Congress- 
man Jack  Fields  of  Texas,  one  of  the  bill's  principal  sponsors, 
added,  "This  will  be  remembered  as  the  day  that  America 
began  a  new  course.  And  none  of  us  fully  appreciates  what 
we  are  unleashing." 

In  hindsight,  it  appears  the  federal  government  was  not 
unleashing  technology  but  rather  bottling  it  up.  What  was 
unleashed  were  the  self-protective  and  monopolistic  tendencies 
of  huge  utilities.  There  were  seven  "Baby  Bells"  in  existence 
when  the  1996  bill  passed.  The  ink  was  hardly  dry  before  there 
were  five.  Today  there  are  four.  The  deal  the  government  offered 
the  Bell  companies  was  allowing  them  to  compete  in  the  long- 
distance phone  business — where  the  big  money  had  always 
been — in  return  for  granting  "open  access,"  which  meant  letting 
competitors  use  the  Bells'  copper  wire  and  switching  equipment 
so  Americans  would  have  a  choice  of  local  phone  carriers. 


The  problem  was  that  because  of  fiber  optics  and  oth 
mobile  phone  technology,  the  days  of  huge  profits  on  lor 
distance  were  already  numbered  by  the  time  the  bill  becan 
law.  Not  surprisingly,  there  wasn't  a  rush  of  competitive  loc 
exchange  carriers  (or  CLECs)  lining  up  to  demand  their  sha 
of  yesterday's  technology.  When  CLECs  did  come  along,  th< 
were,  for  the  most  part,  Internet  companies  with  names  lil 
Covad  and  Jato.  What  they  wanted  to  share  with  the  Bel 
was  not  local  phone  service  but  something  that  didn't  ev< 
exist  in  1996:  high-speed  Internet  access,  the  elusive  bra 
ring  we  call  broadband. 

But  the  Bells  were  dragging  their  feet  in  the  sharing  depai 
ment — not  an  illogical  response.  Finding  that  their  existir 
copper  pipes  were  no  longer  enough,  the  Bells  began  spendir 
billions  to  upgrade  so  they  could  offer  customers  a  digit 
subscriber  line,  or  DSL,  the  high-speed  data  transmissic 
technology  that  would  eliminate  having  to  dial  up  to  an  Inte 
net  carrier.  This  would  usher  in  the  long  awaited  day  wh( 
moving  pictures  and  everything  else  would  be  transmits 
instantly  over  the  Net. 

The  government's  response  to  the  Bells'  refusal  to  sha 
was  to  litigate.  Just  last  year,  the  Bells  were  fined  $370  millic 
for  not  cooperating  with  their  own  demise.  Have  they  fc 
lowed  the  law?  No,  but  they  followed  economic  law.  To  I 
sure,  the  Bells  have  their  critics.  James  K.  Glassman,  a  sol 
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^-marketeer  with  the  American  Enter- 
;e  Institute,  wrote  in  the  Wall  Street 
rnal  that  if  government  holds  fast 
t  forces  the  Bells  to  comply,  Ameri- 
is  will  get  broadband.  Two  con- 
ssmen,  Republican  Billy  Tauzin  of 
lisiana  and  Democrat  John  Dingell 
Vlichigan,  have  what  they  think  is  a 
ter  idea:  Scrap  the  provisions  of  the 
>6  law  that  makes  the  Bells  share 
ir  DSL  lines  and  unleash  them  to  do 
ir  thing. 

There  is  some  concern  in  Washing- 

that  this  freedom  would  make  the 
>y  Bells  filthy  rich.  If  the  real  goal 
internet  II,  however,  this  concern 
mpts  two  obvious  responses.  The 
t  is:  So  what?  The  Bells  are  publicly 
led  corporations,  meaning  that  any- 

who  wants  to  invest  in  them  can  get 
an  the  act.  Furthermore,  Congress 
Id  exert  leverage  on  the  Bells  to  offer 
L  to  everyone  in  the  country, 
rhe  second  possibility  is  that  by 
ply  getting  out  of  the  way,  the  gov- 
ment  would  ensure  that  broadband 
:hes  the  public.  But  it  just  might  not 
1  out  to  be  the  Bells  that  provide  it. 
npetition  would  come  from  cable, 
ich  already  has  wires  capable  of 
re  megabits  than  anyone  could  possi- 

use.  It  would  come  from  satellite- 
ed  telecom  companies.  And  it  would 
le  from  wireless  fidelity  (Wi-Fi)  or 
ie  other  as-yet  unperfected  technol- 

currently  being  tweaked  and  tested 
/arious  Silicon  Valley  labs  even  as 
igress  debates  the  merits  of  a  correc- 

measure  known  on  Capitol  Hill  as 
izin-Dingell. 

But  there  is  another  school  of  thought 
t  holds  that  anything  Congress  does, 
n  if  it  is  trying  to  fix  a  bad  law,  is 
ind  to  be  wrong.  Such  economic  liber- 
ans  insist  that  government  works  best 
m  it  provides  the  seed  money  to  sci- 
e  and  technology  and  then  stands 
le.  "Lead,  follow,  or  get  the  hell  out  of 
way,"  goes  the  old  Marine  Corps  say- 
The  federal  government  certainly  led 
:n  rhe  Pentagon  helped  underwrite  the 
jntion  and  development  of  the  Inter- 
,  You  could  say  that  government  fol- 
red  when  it  obeyed  the  dictates  of 
ious  constituencies  and  passed  a  com- 
ated  telecommunications  reform  bill, 
ybe  now  is  the  time  to  just  get  out  of 
way  and  let  the  inventors,  investors — 
:,  yes,  lawyers — do  their  thing.  ■ 


THE 

AND  THE 

Spencer  Abraham  unplugged 

At  49,  Spencer  Abraham,  the  Michigan-bom,  Harvard 
Law  School-educated  grandson  of  Lebanese  immi- 
grants, found  himself  unemployed  when  he  lost  his 
U.S.  Senate  re-election  bid  last  year.  When  fellow 
Republican  George  W.  Bush  won  the  presidency, 
Abraham  figured  to  get  something  from  the  White 
House.  But  heading  the  Department  of  Energy  (DOE) 
probably  wasn't  the  first  thing  that  crossed  his  mind: 
In  his  six  years  in  the  Senate,  Abraham  had  little 
intersection  with  the  issue  of  energy  or  the  agency  he 
now  leads,  save  for  cosponsoring  legislation  to  abol- 
ish the  department  as  recently  as  1999.  In  an  inter- 
view with  Carl  M.  Cannon,  Forbes  ASAP's  Washing- 
ton correspondent,  the  energy  secretary  assesses  the 
challenges  he  and  the  Bush  administration  face  in 
meeting  the  nation's  mounting  power  needs. 
ASAP:  Mr.  Secretary,  your  agency  concluded  in  1995 
that  the  electric  power  used  to  drive  computers  and 
other  high  tech  office  machines  in  America's  commer- 
cial buildings  was  already  equal  to  that  used  to  air- 
condition  those  buildings.  You  yourself  have  cited 
studies  by  energy  consultants  Mark  P.  Mills  and  Peter 
Huber  that  between  8%  and  13%  of  all  the  electric 
power  consumed  in  this  country  is  used  to  power 
computers,  servers,  telecommunications,  and  other 
devices  related  to  the  Internet.  Is  it  fair  to  say  that  the 
economy  cannot  grow  without  significant  new — 
some  would  say  inexhaustible — supplies  of  power? 
ABRAHAM:  Unlike  previous  economic  expansions, 
new  technologies  are  revolutionizing  the  way  both 
the  commercial  and  residential  sectors  function.  That 
means  both  businesses  and  consumers  are  becoming 
increasingly  reliant  on  the  Internet  and  additional 
technologies  that  require  energy  to  run. 

And  while  these  technologies  tend  to  be  energy  effi- 
cient, the  growing  demand  for  these  products  neces- 
sarily means  America's  need  for  secure,  reliable,  and 
environmentally  friendly  electricity  is  going  to  con- 
tinue to  increase. 

ASAP:  On  June  28,  when  the  president  outlined  that 
agenda,  four  of  the  five  priorities  he  mentioned 
involved  utilizing  technology  and  innovation  to  help 
the  nation  meet  its  energy  needs.  What  facet  of  the 
administration's  blueprint  for  energy  offers  the  high 
tech  industries  immediate  help  in  ensuring  them 
access  to  the  energy  they  require? 
ABRAHAM:  The  best  thing  we  can  do  to  ensure  there 
is  energy  for  the  high  technology  sector  is  to  ensure  an 


expedited  and  certain  regulatory  system  that  will  allow 
developers  to  construct  plants  in  a  timely  fashion.  They 
must  be  able  to  quickly  respond  to  market  signals  that 
indicate  the  need  for  more  stable  power  sources.  In 
addition,  we  need  the  market  to  provide  flexible  prod- 
ucts, ones  that  can  suit  the  working  patterns  of  the  new 
economy  businesses.  Finally,  we  need  to  create  the 
environment  where  willing  entrepreneurs  are  eager  to 
risk  their  capital  on  new  products  and  innovative  ideas. 
ASAP:  You  and  the  president  have  both  indicated 
great  faith  that  the  new  economy  can  make  the  old 
economy  more  energy  efficient.  Are  you  really  envi- 
sioning "clean"  nuclear  power  in  our  future?  Or  cars 
that  get  100  miles  to  the  gallon?  And  what  incentives 
is  the  administration  offering  to  jump-start  the  research 
into  such  technologies? 

ABRAHAM:  New  technologies  hold  tremendous 
promise  for  helping  this  nation  conserve  energy.  Tele- 
visions and  other  household  appliances  use  a  fraction 
of  the  power  they  once  consumed — all  as  a  result  of 
technology.  DOE  labs  are  now  researching  and  devel- 
oping more  efficient  turbines,  fuel  cells,  and  solar 
panels  for  the  next  generation  of  gadgets.  The  presi- 
dent has  challenged  us  to  work  with  industry  to 
increase  energy  efficiency  in  everyday  products.  Auto- 
motive manufacturers  are  introducing  hybrid  vehicles 
with  significant  increases  in  gas  mileage.  And  while 
100-mpg  vehicles  may  be  further  down  the  line, 
hydrogen-powered  vehicles,  which  will  emit  no  pol- 
lutants, will  be  on  the  road  in  the  next  decade. 
Hydrogen  also  holds  tremendous  promise  for  clean 
power  production. 

The  president's  national  energy  policy  proposes  a 
host  of  incentives  to  push  research  and  development 
into  the  next  frontier.  The  policy  includes  tax  credits 
to  encourage  wind  and  solar  power  production  and  to 
help  purchase  hybrid  and  fuel-cell  vehicles.  Clean 
nuclear  energy  is  a  thing  of  today,  not  the  future. 
ASAP:  Is  a  new  emphasis  on  efficiency  the  hallmark 
of  the  new  economy,  or  is  the  only  real  long-term  solu- 
tion for  America  to  tap  vast  new  sources  of  energy? 
ABRAHAM:  It's  both.  America's  growing  demand  for 
energy  must  be  met  with  increased  efficiencies  and 
more  supply  and  conservation.  We  are  going  to  exceed 
our  capacity  for  conservation;  therefore,  new  sources 
of  energy  must  be  developed.  We  must  strive  for 
greater  efficiencies  in  our  products  to  ensure  liiat  our 
limited  resources  will  stretch  to  future  generations  ■ 
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Needed:  Upgraded 

Transportation  System 


BY  EDWARD  CLENDANIEL 


wmm      n  1939  Norman  Bel  Geddes  designed  the  massive, 
Utopian  Futurama  exhibit  for  the  General  Motors 
Pavilion  at  the  New  York  World's  Fair.  Twenty-seven 
million  visitors  came  to  see  his  visionary  network  of 
superhighways,  complete  with  teardrop-shaped  cars 
zooming  onto  entrance  and  exit  ramps,  crisscrossing 
the  country  and  the  world  beyond. 
Geddes'  vision,  coupled  with  Dwight  Eisenhower's 
admiration  for  Germany's  autobahn  system  during  his  tour  of 
duty  in  World  War  II,  is  credited  by  historians  with  paving 
the  way  for  the  interstate  highway  system,  which  in  turn  is 
credited  with  helping  ensure  America's  economic  vitality  for 
the  ensuing  40  years. 

But  when  it  comes  to  transportation  issues  today,  the  vision 
of  Bel  Geddes  and  Eisenhower  lacks  a  legacy. 

"The  transportation  business  has  been  a  little  late  in 
getting  to  the  information  age  party,"  says  Lawrence  Yermack, 
chairman  of  the  Intelligent  Transportation  Society  of  America 
(ITS  America),  created  as  a  public/private  partnership  by  the 
transportation  industry  in  1991  to  coordinate  the  planning 
and  development  of  intelligent  transportation  systems  in  the 
United  States. 

Perhaps  the  advent  of  the  Internet  makes  people  believe 
that  the  ability  to  transfer  goods  and  people  from  point  A  to 
point  B  is  becoming  increasingly  less  important. 

Think  again.  In  2000  the 
cost  to  the  U.S.  economy  of 
wasted  time  and  fuel  was 
estimated  at  $78  billion,  with 
the  vast  majority  of  that 
occurring  in  our  nation's  met- 
ropolitan business  centers. 
The  Texas  Transportation 
Institute  says  highway  backups 
in  the  nation's  10  most  con- 
gested urban  areas  accounted 
for  $43.93  billion  of  that.  Sim- 
ilar losses  are  mounting  at 

our  nation's  airports,  which  handle  more  than  a  third  of  the 
country's  exports.  More  than  25%  of  the  nation's  flights  were 


BIG  WHEEL:  Transportation  Secretary  Norman  Mineta 


delayed  or  canceled  in  the  first  nine  months  of  last  year- 
50,000  were  delayed  in  one  month  alone. 

"Our  reputation  as  a  world  economic  superpower  hing 
on  our  ability  to  provide  a  safe  and  efficient  means  of  movir 
people  and  commerce  from  one  place  to  another,"  says  U. 
Secretary  of  Transportation  Norman  Mineta,  who  acknovv 
edges  that  even  with  the  advent  of  e-business,  the  nation 
highways,  airways,  railways,  and  shipping  lanes  will  still  I 
responsible  for  ensuring  a  reliable  flow  of  goods  and  servic 
to  market  for  years  to  come. 

Yet  there  is  no  politically  acceptable  comprehensive  blu 
print  for  how  the  country  can  solve  its  current  transportatic 
woes  or  meet  its  transportation  needs  20  years  from  no^ 
much  less  five  years  from  now.  The  vast  majority  of  the  mom 
being  spent  on  transportation  by  federal,  state,  regional,  ar 
local  governments  is  targeted  at  patching  an  already  dilap 
dated  system,  one  that  received  a  woeful  grade  of  D+  for  higl 

In  2000  the  cost  to  the  U.S.  econonv 
of  wasted  time  and  fuel  was  estimate! 
at  $78  billion,  with  the  vast  majority 
of  that  occurring  in  our  nation's 
metropolitan  business  centers. 

ways  and  D  for  airports  in  a  comprehensive  repo 
released  this  past  spring  by  the  American  Society  < 
Civil  Engineers.  The  group  noted  that  58%  of  Ame 
ica's  highways  are  in  less  than  good  condition  ar 
that  highway  construction  has  increased  ju 
6%  since  1970,  while  the  number  of  vehicle  mil 
driven  has  increased  143%.  Airport  capacity  hi 
increased  1%  in  the  past  10  years,  while  air  tra 
fie  has  increased  37%. 

Despite  Mineta 's  call  to  action,  the  Bush  admii 
istration  proposed  only  a  $59.5  billion  transport; 
tion  budget  for  fiscal  year  2002.  That's  considerab 
less  than  the  $94  billion  the  Federal  Highway  Administratic 
estimates  the  nation  should  be  spending  just  to  adequate 
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maintain  its  highway  system,  let  alone 
an  additional  $40  billion  that  law- 
makers estimate  is  needed  to  meet  the 
nation's  aviation  needs. 

To  solve  this  seemingly  overwhelm- 
ing problem,  America  needs  to  take  a 
page  out  of  Eisenhower's  strategy  book. 
Unlike  others  before  him  who  failed, 
Ike  embarked  on  a  two-year  campaign 
to  sell  Congress  and  the  American  people 
on  building  an  interstate  highway  system 
by  telling  the  nation  that  it  was  crucial 
to  the  future  of  the  nation's  defense  and 
its  economy. 

The  political  argument  Eisenhower 
used  in  1954-1956  remains  no  less  valid 
today.  Nothing  is  more  important  to  the 
future  of  this  country's  defense  system 
than  maintaining  a  strong  economy.  To 
that,  as  Mineta  insists,  the  United  States  needs  to  invest  in  an 
cient  transportation  system. 

A  first  step  would  be  for  Mineta  to  make  good  on  his  idea 
:ombining  Department  of  Transportation  (DOT)  offices  to 
ate  a  transportation  policy  "shop"  and  for  Congress  to  give 
lout.  In  the  meantime,  Congress  should  also  take  a  long, 
d  look  at  the  Federal  Aviation  Administration's  10-year 
n  to  solve  the  nation's  airport  mess.  The  plan  calls  for  new 
hnology  and  outlines  other  ways  to  increase  capacity  to 
)rove  air  traffic  control,  taking  into  account  existing  plans 
13  new  runways  at  major  airports  and  new  air  routes  to 
e  the  pressure  off  congested  areas.  But  the  plan  may  not  go 
enough  in  giving  the  federal  government  authorization  to 
ve  forward  on  projects  that  have  a  pressing  national  inter- 
Critics  question  how  effective  the  new  proposal  will  be  in 
ping  local  governments  and  environmentalists  from  block- 
efforts  to  build  the  desperately  needed  runways,  which 
tally  take  about  10  to  15  years  to  construct. 
When  it  comes  to  the  nation's  highways,  the  solution  does 
:  lie  solely  in  more  concrete.  Instead,  it  starts  with  doing 
rything  possible  to  make  the  current  highways  more  efficient, 
luding  smart  cars,  smart  highways,  and  smart  mass  transit. 


According  to  a  1997  report  by  research  firm  Frost  & 
Sullivan,  the  cost  of  increasing  capacity  by  35%  in  50  cities 
by  building  new  roads  and  highways  is  estimated  at  about 
$150  billion.  But  by  utilizing  smart  technology — including 
electronic  toll  collection,  on-ramp  metering,  and  traffic  man- 
agement center  equipment — capacity  on  current  highways 
can  be  improved  by  23%  at  a  cost  of  only  $10  billion. 

The  DOT  is  increasing  its  investment  in  intelligent  trans- 
portation systems  to  $253  million  in  2002,  a  16%  increase 
over  2001 — but  still  only  a  fraction  of  the  funds  needed.  The 
primary  goal  is  to  make  the  current  system  more  efficient, 
using  information  technology  to  improve  traffic  flow  and 
provide  useful,  real-time  information  to  drivers. 

Studies  by  ITS  America  have  shown  that  incident  manage- 
ment systems  can  reduce  travel  time  on  highways  by  as  much 
as  45%.  The  studies  show  that  every  minute  of  delay  due  to 
an  accident  on  a  busy  freeway  translates  into  four  minutes  of 
congestion.  A  successful  $58  million,  5.7-mile  test  highway 
project  in  Virginia  uses  sensors  and  cameras  along  the  freeway 
to  measure  traffic  speed.  When  slowdowns  due  to  accidents  are 
detected,  emergency  vehicles  are  able  to  respond  quicker  and 
clear  traffic  faster. 

Gerald  Conover,  manager  of  external  product  and  technol- 
ogy assessment  at  Ford  Motor  Co.,  expects  that  two  years  from 
now,  American  motorists  will  have  smart-car  packages  avail- 
able as  an  option,  enabling  drivers  to  obtain  real-time  infor- 
mation about  highway  conditions.  "We  have  the  technology 
ready  and  available  to  meet  America's  transportation  needs  in 
the  future,"  insists  Conover.  "The  question  is  whether  America 
is  going  to  be  willing  to  pay  for  it."  Initial  smart-car  packages 
are  currently  offered  as  options,  costing  as  much  as  $3,000. 
Conover  believes  the  vast  majority  of  Americans  will  not  pur- 
chase the  option  until  the  cost  is  closer  to  $500. 

"I  think  what  needs  to  emerge  is  the  recognition  that  we 
are  competing  in  the  world  economic  marketplace,  and  qual- 
ity of  infrastructure  is  key  to  our  overall  global  competitive- 
ness," says  ITS  America's  Yermack.  "We  have  a  system  that  is 
tremendously  stressed,  but  we  have  a  tremendous  amount  of 
unutilized  capacity  within  the  system  today.  The  sooner  we 
can  come  to  grips  with  the  need  to  invest  in  making  what  we 
have  more  efficient,  the  better  off  we'll  be."  ■ 


3MPANIES  TO  WATCH 


nda  Motor  Co.  Ltd. 

:ation:  Tokyo,  Japan 
lirman:  Yoshihide  Munekuni 
ployees:  112,400 
renues:  $51.5  billion 
rket  cap:  $42.5  billion 
)te:  "Honda  is  very  innovative; 
y  have  the  reputation  and 
money  in  the  bank  to  make 
igs  happen.  Honda  is  on  the 
ting  edge  with  its  hybrid 
ine  technology." 

— Wes  Brown, 
auto  analyst,  Nextrend 


BMW 

Location:  Munich,  Germany 
Chairman:  Joachim  Milberg 
Employees:  100,319 
Revenues:  $33.3  billion 
Market  cap:  $22.8  billion 
Quote:  "BMW  is  pushing  the 
envelope  with  its  interior  technol- 
ogy. The  direction  they're  headed 
is  less  costly  and  much  simpler 
from  an  engineering  standpoint. 
It  could  revolutionize  the  way 
interiors  of  cars  are  done." 

— Brown 


MobileAria 

Backers:  Delphi  Automotive 
Systems,  Palm 

Location:  Mountain  View,  California 
Launched:  October  2000 
Chairman:  Michael  Orr 
What  they  do:  Hands-free  Internet 
access  service  platforms  for  cars. 
Quote:  "OnStar  is  the  dominant 
player  right  now,  but  it  won't  be 
that  difficult  to  build  a  better 
mousetrap,  and  these  guys  are  on 
to  something."  — Paul  Haelterman, 
CSM  Worldwide 


InfoMove 

Partner:  Microsoft 

Location:  Kirkland,  Washington 

Launched: 1998 

Chairman:  Peter  Holland 
What  they  do:  Develop  software 
and  services  enabling  the  delivery 
of  information  such  as  traffic  reports 
and  audible  directions  to  motorists. 
Quote:  "You  just  can't  ignore  the 
Microsoft  connection.  They  might 
well  come  up  with  the  software 
solution  that  dominates  the  market." 

— Haelterman 
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WATERHironment 

Waste  not,  want  not?  The  challenge  facing  tech  manufacturers 


Californians  will  not  easily  forget  the  six-year  drought  that  began  in 
1987  and  spawned  such  water  conservation  slogans  as  "If  it's  yel- 
low, let  it  mellow."  Water  rationing  during  the  dry  speli  put  a  damper 
on  activities  from  dish-intensive  dinner  parties  to  car  washes  and  bubble 
baths.  But  the  drought  also  prompted  innovation.  People  used  pots  of  pasta 
water  to  hydrate  their  trees.  Tech  manufacturers  churned  out  more  low- 
flush  toilets  and  automatic  sprinkler  systems. 

The  notoriously  thirsty  semiconductor  industry 
did  its  part,  devising  cutting-edge  chip  fabrication 
plants  that  now  contain  as  many  as  500  chip-run 
computers  that  monitor  water  use.  These  tabs 
now  recycle  more  than  50%  of  the  water  used 
to  make  chips.  Today,  thanks  in  part  to  such  con- 
servation techniques  and  several  years  of  abun- 
dant rainfall,  Silicon  Valley's  groundwater  basins 
are  fuller  than  they've  been  in  100  years,  accord- 
ing to  the  Santa  Clara  Valley  Water  District. 

But  whether  technology  hubs  from  Austin  to 
Albuquerque  to  Silicon  Valley  will  have  sufficient  water  supplies  to  meet 
their  future  needs  remains  in  doubt,  particularly  with  water-chugging 
power  plants  being  built  to  ease  energy  woes. 

Water  supplies  are  controlled  regionally  and  can  vary  widely,  depend- 
ing on  growth  rates,  infrastructure,  and  weather.  Even  a  short  dry  spell 
like  the  one  forecast  for  California  this  year  could  mean  rationing.  In  Sili- 
con Valley,  water  officials  say  continued  population  and  economic  growth 
could  cause  a  shortfall  of  100,000  acre-feet  by  2020,  enough  water  for  a 
million  residents  yearly. 

Californians  learned  from  the  most  recent  drought  that  conservation 
works,  both  on  corporate  and  individual  levels.  In  most  parts  of  the  coun- 
try, a  family  of  five  uses  about  one  acre-foot,  or  326,000  gallons,  of  water 
per  year.  In  Silicon  Valley's  Santa  Clara  County,  conservation  efforts  are 
so  widespread  that  the  same  amount  of  water  supplies  twice  the 
number  of  people,  officials  say. 

Regulation  works,  too.  Legislation  to  curb 
water  pollution  in  the  1970s,  culminating  in  the 
1977  Clean  Water  Act,  made  it  expensive  to 
dump  toxic  waste,  including  contaminated  water. 
Factories  had  to  come  up  with  ways  to  recycle 
water  so  as  to  dump  less. 

Indeed,  regulators  have  so  scrutinized  semi- 
conductor makers  that  the  industry  has  devel- 
oped some  of  the  most  aggressive  environmen- 
tal goals  in  high  tech.  The  goal  is  to  cut  tabs' 
water  intake  by  60%  by  2005,  according  ►  62 
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That  old  computer  sitting  in  your  basement  is  a  small  example  ol 
one  of  the  biggest  problems  facing  the  high  tech  industry.  Housec 
in  most  PCs  is  a  complicated  mix  of  more  than  1,000  chemicals,  e 
mix  that  has  created  one  of  the  digital  revolution's  least  known  legacies- 
more  than  1  billion  pounds  of  poisonous  waste. 

The  National  Safety  Council  estimates  that  by  2004  more  than  a  billior 
pounds  of  lead,  2  million  pounds  of  cadmium 
and  400,000  pounds  of  mercury  from  discardec 
PCs  will  have  piled  up  in  U.S.  landfills  and  else- 
where, possibly  leaching  into  groundwater.  How 
the  high  tech  industry  negotiates  its  forthcominc 
battle  with  the  environmental  movement  on  this 
and  related  issues  will  dictate  in  part  the  future 
success  of  Internet  II. 

The  first  major  shot  in  this  battle  was  firec 
in  June,  when  European  Union  countries 
adopted  the  Waste  Electrical  and  Electronic 
Equipment  (WEEE)  Directive,  which  require: 
manufacturers  doing  business  in  Europe  to  be  fully  responsible  for  the 
cleanup  of  obsolete  equipment. 

The  directive  not  only  threatens  American  computer  manufacturers 
interests  in  the  European  market  but  it  also  may  signal  the  future  of  U.S 
environmental  regulations,  which  are  now  relatively  minimal.  "The  higr 
tech  industry  exported  over  $50  billion  worth  of  electronics  products  tc 
Europe  last  year  that  are  covered  by  the  directive,"  says  Jason  Linnell 
assistant  manager  of  environmental  affairs  for  the  Electronic  Industrie; 
Alliance,  whose  2,300  members  include  Microsoft,  Intel,  and  Motorola 
Linnell  says  the  directive  "will  have  a  big  effect.  Companies  will  eithei 
have  to  pay  into  a  collective  system  or  take  individual  responsibility  foi 
the  eventual  collection,  transportation,  treatment,  and  recycling  of  al 
those  products." 

The  alliance  lobbied  heavily  against  WEEE  and  its  spin-off,  the  Restric- 
tion on  Hazardous  Substances  (ROHS),  which 
requires  toxic  chemicals  used  in  electronic; 
devices  to  be  phased  out.  The  American  Elec- 
tronics Association  was  also  against  removinc 
toxics  and  lobbied  for  changes  in  the  EU  direc- 
tive. Claiming  the  directive  may  break  interna- 
tional laws  of  the  World  Trade  Organization,  the 
groups  have  successfully  delayed  the  proposec 
end  date  for  the  phaseout  from  2004  to  2007. 

Ted  Smith,  executive  director  of  the  Silicor 
Valley  Toxics  Coalition,  favors  both  directives  anc 
the  standards  they  set  for  U.S.  companies  ►  62 


Nobel  laureate's  warning 
i  the  Net's  shared  resources 


BY  DANIEL  McFADDEN 


mmigrants  to  New  England  in  the  17th  century 
formed  villages  in  which  they  had  privately  owned 
homesteads  and  gardens,  but  they  also  set  aside  com- 
munity-owned pastures,  called  commons,  where  all  of 
the  villagers'  livestock  could  graze.  Settlers  had  an 
incentive  to  avoid  overuse  of  their  private  lands,  so 
they  would  remain  productive  in  the  future.  However, 
self-interested  stewardship  of  private  lands  did  not  extend 
he  commons.  As  a  result,  the  commons  were  overgrazed 
!  degenerated  to  the  point  that  they  were  no  longer  able  to 
port  the  villagers'  cattle.  This  failure  of  private  incentives 
provide  adequate  maintenance  of  public  resources  is 
iwn  to  economists  as  "the  tragedy  of  the  commons." 
Contemporary  society  has  a  number  of  current  examples 
he  tragedy  of  the  commons:  the  depletion  of  fish  stocks 
international  waters,  congestion  on  urban  highways, 
1  the  rise  of  resistant  diseases  due  to  careless  use  of  anti- 
tics.  However,  the  commons  that  is  likely  to  have  the 
atest  impact  on  our  lives  in  the  new  century  is  the  digital 
imons,  the  information  available  on  the  Internet  through 
portals  that  provide  access.  The  problem  with  digital 
irmation  is  the  mirror  image  of  the  original  grazing 
imons:  Information  is  costly  to  generate  and  organize, 
its  value  to  individual  consumers  is  too  dispersed  and 
ill  to  establish  an  effective  market.  The  information  that 
irovided  is  inadequately  catalogued  and  organized.  Fur- 
rmore,  the  Internet  tends  to  fill  with  low-value  informa- 
v.  The  products  that  have  high  commercial  value  are 
rketed  through  revenue-producing  channels,  and  the 
?rnet  becomes  inundated  with  products  that  cannot  com- 
nd  these  values.  Self-published  books  and  music  are  cases 
>oint. 

Management  of  the  digital  commons  is  perhaps  the  most 
ical  issue  of  market  design  that  our  society  faces.  Four 


major  models  exist  for  how  such  a  market  can  be  organized. 
In  the  first  model,  the  information  that  consumers  seek  is 
bundled  with  advertisements  that  companies  are  willing  to 
purchase.  In  this  model,  the  Internet  works  like  magazines  or 
supermarket  newspapers.  Advertisers  pay  the  costs  of  supply, 
and  the  price  to  consumers  is  zero,  sort  of,  except  for  the 
implicit  cost  of  screening  out  banner  ads.  This  is  the  business 
model  that  the  Internet  portals  adopted  in  the  mid-'90s.  Self- 
generated  advertising  sustained  the  model  for  a  few  years,  but 
the  bursting  of  the  dot-com  bubble  suggests  that  it  may  be  a 
long  time  before  it  happens  again. 

A  second  model  ties  information  content  and  organization 
to  Internet  access.  In  this  model,  your  ISP  account  includes  a 
monthly  fee  for  content,  a  portal,  and  personal  services,  with 
competition  among  access  providers  assuring  the  consumer  of 
attractive  services.  Market  operation  would  be  analogous  to 
that  for  cable  TV,  with  subscribers  offered  packages  that 
would  access  different  channels  of  information.  The  flaw  in 
this  model  is  that  your  ISP  has  the  same  dearth  of  incentives 
to  deliver  comprehensive  information  services  that  your  HMO 
has  to  provide  you  with  comprehensive  health  care.  To  assure 
good  delivery  of  services  to  customers  would  take  a  market 
with  many  more  choices  than  are  available. 

The  third  model  considers  Internet  information  and  organ- 
ization a  private  good,  owned  by  a  monopolist  (read:  Microsoft), 
which  has  a  direct  incentive  to  provide  and  charge  for  the 
information  that  consumers  value.  This  is  likely  to  be  an 
expensive  solution  for  consumers,  but  it  may  be  a  more  prac- 
tical and  stable  way  to  provide  essential  information  than  the 
earlier  alternatives. 

The  fourth  model  channels  the  supply  of  Internet  information 
through  a  nonprofit  corporation,  like  the  Public  Broadcasting 
System,  or  through  a  regulated  monopoly,  like  electricity  gen- 
erators operating  with  the  oversight  of  the  Federal  ►  63 
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WATER 
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M  60  to  a  "technology  road  map"  compiled 
by  International  Sematech,  a  consortium  of  13 
chip  manufacturers  that  includes  Intel,  Motorola, 
and  Texas  Instruments. 

Still,  the  biggest  fabs  use  more  than  a  million 
gallons  of  water  a  day  to  clean  and  rinse  silicon 
wafers,  which  contain  more  than  100  fingernail- 
size  microchips  that  run  everything  from  PCs  to 
power  steering.  Sounds  like  a  lot,  but  the  fabs 
were  using  the  same  amount  of  water  a  decade 
ago  when  they  were  much  smaller  and  produc- 
ing fewer,  less  powerful  chips,  says  Michael 
O'Halloran,  director  of  technology  at  Industrial 
Design  and  Construction  (IDC),  which  specializes 
in  fab  design.  "If  you  measure  water  use  not  per 
fab  but  per  functionality  on  the  chip,  it's  phe- 
nomenal," he  says. 

Still,  bringing  the  whole  industry  up  to  speed 
is  a  slow  process.  The  technology  to  recycle  up 
to  50%  of  the  water  is  now  being  built  into 
the  current  generation  of  $1.5  billion  fabs.  And 
there's  no  use  in  retrofitting  the  old  fabs  because 
they're  too  small  to  accommodate  the  latest 
roboticized  assembly  line  tools  that  clean  and 
circulate  the  chip  wafers  and  cost  between 


$500,000  and  $15  million,  O'Halloran  says. 

The  good  news  is  that  as  the  nation  moves 
from  heavy  manufacturing  to  high  teth,  water 
use  by  industry  should  slowly  diminish.  This  shift 
has  so  far  meant  "a  dramatic  reduction  in  water 
use  by  industry,"  says  Peter  Gleick,  director  of 
the  Pacific  Institute  for  Studies  in  Development, 
Environment,  and  Security.  The  electronics  indus- 
try, for  example,  uses  about  130  gallons  of  water 
per  day  per  employee.  By  contrast,  the  petro- 
leum industry  sloshes  through  18,000  gallons 
per  day  per  employee. 

"Even  in  some  old-line  industries,  we  are 
becoming  more  efficient  in  our  use  of  water," 
Gleick  adds.  In  the  1930s,  it  took  15,000  gallons 
of  water  to  produce  one  ton  of  steel  in  the 
United  States.  Today,  it  takes  one-tenth  of  that. 

The  ultimate  answer  to  water  conservation 
may  lie  in  the  continued  advancement  of  semi- 
conductors themselves.  "The  semiconductor 
chip  is  probably  the  greenest  machine  in  the 
world,"  O'Halloran  says.  "Think  of  the  electroni- 
cally controlled  faucets  in  airports.  They  alone 
are  saving  millions  of  gallons  a  day  because 
of  chip  technology."        SHELLEY  PANNILL 


60  doing  business  in  Europe.  He  argue 
that  such  models  would  create  competition  f( 
improved  environmental  friendliness  at  th 
design  stage. 

That's  all  well  and  good,  Linnell  says,  excel 
that  now,  "there  are  no  substitutes  for  some  ( 
the  materials  being  restricted." 

Ultimately,  either  the  EU  directive  will  en 
ate  a  global  standard  or  Congress  will  be  calle 
upon  to  sort  out  the  mess  in  the  United  State: 
That  eventuality  might  come  sooner  rather  tha 
later.  Local  and  city  governments  are  lobbyir 
for  manufacturers  to  take  on  the  cleanup  becaus 
the  governments  don't  want  to  be  stuck  wil 
the  problem  or  have  to  raise  taxes  to  solve  it. 

"We're  the  greatest  polluters  in  the  world 
says  Eric  Buechel,  president  of  Advanced  Reco' 
ery,  a  New  Jersey-based  computer  recycliri 
company,  who  argues  that  Americans  ai 
spoiled  and  benefit  from  too  much  land.  Europ 
and  Japan,  with  far  less  landfill  space,  have  bee 
forced  to  be  more  efficient  with  their  wasti 
"We  could  learn  a  lot  from  them,"  says  the  frj 
trated  Buechel.  "And  there's  a  long  way  to  go 
MICHAEL  BOLAN 
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61  Energy  Regulatory  Commission. 
The  free-spirited  Internet  user  may 
die  at  the  market  models  in  which 
isumers  pay  for  content  either  through 
ISP  or  monopoly  control  of  informa- 
n.  Nevertheless,  the  imperatives  of 
■vival  are  likely  to  push  the  digital 
ormation  business  in  one  of  these 
ections,  with  significant  restrictions 
the  breadth  of  information  avail- 
le,  and  costs  to  consumers  that  are 
ely  to  be  occasionally  large  and 
vays  irritating. 

The  PBS  model  is  probably  a  non- 
rter  because  few  would  want  to  have 
y  quasi-governmental  organization 
itrolling  information,  and  financing 
S-like  organizations  is  itself  a  prob- 
n  that  invites  political  mischief.  As 
■  the  virtues  of  regulation,  history 
fraught  with  examples  that  should 
suade  anyone  from  going  down  that 
th.  The  advertising-supported  bus- 
:ss  model  is  unlikely  to  attract  ven- 
e  capital  for  some  years  to  come. 


Thus,  your  fate  is  likely  to  be  deter- 
mined by  the  forthcoming  battle  between 
ISP-based  value-added  services  such  as 
AOL  and  information  channeled  through 
the  Microsoft  juggernaut  and  bundled 
into  the  license  fee  for  your  operating 
system.  All  indications  are  that  the  legal 
system  will  follow  up  the  demolition  of 
Napster  with  rulings  that  extend  intel- 
lectual property  rights  down  every  path 
that  electronic  ingenuity  can  devise  to 
return  revenues  to  providers. 

If  the  scenarios  I  have  outlined  seem 
dismal,  it  gets  worse.  One  of  the  enchant- 
ing features  of  the  Internet  over  the  past 
decade  has  been  unabashed,  free-wheel- 
ing innovation.  To  become  a  billionaire, 
start  with  a  garage.  The  evolving  infor- 
mation market  models  are  bad  news  for 
innovation.  If  you  expect  your  ISP  to 
encourage  innovation,  remember  that 
these  guys  are  your  local  telephone  or 
cable  company,  organizations  not  known 
for  their  inventiveness.  Microsoft  or 
AOL  might  do  a  little  better,  but  monop- 


olists have  little  incentive  to  innovate 
unless  they  feel  the  hot  breath  of  poten- 
tial competitors  on  their  backs.  A  mono- 
polized information  market,  tightly  bound 
with  restrictive  intellectual  property  rights 
and  exclusivity  arrangements,  is  likely 
to  present  formidable  barriers  to  poten- 
tial competitors. 

Is  the  looming  problem  of  marketing 
information  a  serious  impediment  to 
recovery  of  the  Internet  economy  and 
the  digitalization  of  commerce?  Proba- 
bly not.  The  solutions  that  resolve  the 
problem  of  the  digital  commons  are 
likely  to  be  ingenious  ways  to  collect 
money  from  consumers  with  little  notice- 
able pain,  and  these  should  facilitate  the 
operation  of  the  Internet  as  a  market 
for  goods  and  services.  Just  don't  expect 
it  to  be  free.  ■ 


Daniel  McFadden  won  the  Nobel  Prize 
for  economics  in  2000.  He  is  the  E. 
Morris  Cox  Professor  of  Economics  at 
the  University  of  California,  Berkeley. 
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KNOW  HOW 


As  he  builds  a  $1.75  billion  empire, 
a  new  Michael  Milken  reaches 
into  an  old  bag  of  tricks 


BY  STEPHEN  P.  PIZZC 


Some  geniuses  are  driven  by  an  inevitable  force.  Case  in  point:  Michae 
Milken.  Thus  we  find  the  former  junk  bond  king,  now  55  and  barred  fo 
life  from  securities  activities,  sitting  on  the  throne  of  a  $1.75  billion  privati 
education  empire  that  includes  private  and  publicly  traded  companies.  Thi 
old  suspicions  still  dog  him.  But  even  those  suspicious  of  him  say  that,  by  al 
appearances,  he  appears  to  be  doing  it  right  this  time.  So  what's  the  catch 


His  new  sovereignty,  Knowledge  Uni- 
verse, oversees  nearly  50  companies, 
many  of  them  interlocking.  Some  are 
wholly  owned  by  KU.  In  others,  KU 
holds  anything  from  a  majority  to  minor- 
ity portion.  (See  chart,  page  67.)  What 
they  all  share  is  place  and  purpose  within 
Milken's  latest  grand  vision,  one  reminis- 
cent of  his  junk  bond  kingdom  from 
which  he  made  as  much  as  $500  million 
annually.  Together,  Milken's  new  num- 
bers include  14,000  employees  worldwide. 
Though  only  5  years  old,  Knowledge 
Universe  is  already  on  the  brink  of  domi- 
nating several  sectors  of  what  is  being 
called  the  Internet's  next  killer  app: 
e-learning.  A  space  so  vast,  with  a  poten- 
tial market  of  more  than  $10  billion  a 
year,  online  learning  could  turn  out  to  be 
the  richest  truffle  since  Milken  sniffed  out 
the  untapped  potential  of  high-yield  debt. 


It's  the  latest  stunning  comeback  for 
a  man  who,  in  the  late  1980s,  was 
widely  regarded  as  the  symbol  of  finan- 
cial chicanery  and  wretched  excess,  and 
who  was  diagnosed  with  prostate  can- 
cer within  days  of  being  released  from 
prison.  Since  then,  Milken  has  worked 
frenetically  to  restore  his  health  through 
holistic  medicine  and  his  image  through 
charitable  endeavors.  But  the  gap 
between  Milken's  self-image  and  public 
image  still  dogs  him  and  all  he  touches. 
Although  many  view  him  as  little  more 
than  a  smart,  greedy  opportunist,  his 
supporters — and  there  are  many — see 
him  as  a  visionary,  a  benefactor  whose 
ideas  have  produced  far  more  value  to 
society  than  the  amount  of  money  he 
has  reaped  in  the  process.  This  compet- 
ing image  has  become  Milken's  autobio- 
graphical leitmotiv — a  central  theme  of 


leveraging  socially  responsible  innovj 
tion  that,  he  says,  explains  his  past  an 
frames  his  present. 

With  Knowledge  Universe,  Milke 
says  he  is  once  again  out  to  do  well  b 
doing  good.  Speaking  before  the  Corr 
monwealth  Club  of  California  in  199! 
Milken  framed  his  e-learning  venture 
in  a  grand  and  sweeping  social  cor 
text.  "In  a  world  economy,  we  can  n 
longer  afford  to  have  people  who  lac 
high  school  educations,"  he  said.  "W 
must  fulfill  our  promise  to  our  citizen 
and  give  them  skills  so  that  they,  toe 
can  enjoy  the  American  Dream." 

Basically,  Milken  intends  to  do  fc 
knowledge  what  he  did  for  capital  wit 
junk  bonds:  Free  it,  democratize  ii 
He  sees  himself  confronting  calcifie 
educational  institutions  that  hav 
failed  to  provide  access  to  knowledg 
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to  those  who  need  it  most,  obstructing 
not  only  social  development  but  also 
economic  expansion. 

WELCOME  TO  HIS  NEIGHBORHOOD 

The  scope  of  Milken's  education  enter- 
prise is  as  audacious  as  anything  he  has 
ever  attempted.  Knowledge  Universe 
was  born  in  1996  with  a  $250  million 
investment  from  Milken  and  his  brother 
Lowell  and  another  $250  million  from 
Oracle  Chairman  and  CEO  Larry  Elli- 
son. (Ellison,  according  to  insiders,  is 
a  passive  partner  whose  only  perk  is 


i 


access  one  hour  a  week  to  Milken's 
undivided  attention,  advice,  and  Rolo- 
dex. Ellison  declined  to  comment  for 
this  story.) 

Just  how  did  the  former  financial 
prince  of  Beverly  Hills  find  his  way  into 
the  cybercorridors  of  education?  As 
Milken  tells  the  tale,  it  all  began  in 
1965  when  he  returned  home  to  Los 
Angeles  after  his  freshman  year  at  the 
University  of  California  at  Berkeley.  His 
summer  vacation  coincided  with  the 
devastating  Watts  riots. 

"What  I  saw  and  heard  changed  my 
life  forever,"  Milken  told  the  Common- 
wealth Club  in  his  1999  speech.  "I  went 
back  to  Berkeley  and  changed  my  major 
from  mathematics  to  business  and  devel- 
oped my  little  formula  of  what  I  believe 
creates  prosperity."  That  "little  formula" 
has  guided  Milken's  career,  from  junk 
bond  king  to  liberator  of  learning: 
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P=FT(HC+SC+RA) 

Prosperity  =  the  product  of  Financial 
Technology  x  (the  sum  of  Human  Capital 
+  Social  Capital  +  Real  Assets) 

Unlike  real  assets,  which  are  tangible, 
or  social  capital,  which  reflects  political 
and  regulatory  climates,  Milken  believes 
that  human  capital  has  been  the  unsung, 
unmeasured,  untapped  component  of 
prosperity.  But  to  produce  human  capi- 
tal, you  must  have  access  to  knov/ledge. 

So,  what  is  human  capital?  The 
concept  is  the  brainchild  of  Milken's 
friend,  Nobel  Prize-winning  economist 
Gary  Becker.  According  to  Becker, 
human  capital  is  purportedly  the  value 
an  individual  adds  to  society  based  on 
the  kind  and  amount  of  particularly  use- 
ful knowledge  he  or  she  possesses;  the 
more  useful  knowledge  any  person  has, 
the  more  value  he  or  she  adds.  Milken 
claims  an  employee  should  add  any- 
where from  $500,000  to  $5  million  to 
the  value  of  a  company's  total  assets — 


OLD  MILKEN:  (Left)  Under  indictment  for  fraud  ant 
racketeering  in  1989,  Milken  still  commands  the 
limelight.  NEW  MILKEN:  (Far  left)  Mingling  with  the 
crowd  during  a  1996  charity  event.  (Bottom)  With 
Florida  Governor  Jeb  Bush  during  the  two-day  2001 
Milken  National  Education  Conference. 

value  not  currently  or  accurate 
reflected  on  any  corporate  balance  shee 
The  idea  is  gaining  credibility  amor 
some  economists.  "There  are  so  few  wai 
left  to  gain  a  competitive  advantage 
business  that  human  capital  may  repn 
sent  the  last  bastion  and  best  way  to  gai 
an  edge  on  a  competitor,"  says  Howar 
Block,  a  managing  director  at  Banc  < 
America  Securities.  The  taproot  of  huma 
capital,  and  the  object  of  Milken's  after 
tion,  is  education. 

FROM  CRADLE  TO  GRAVE 

The  knowledge  business  is  generall 
viewed  as  distinct  market  segments:  pre 
school,  kindergarten  through  grade  i 
(K-12),  postsecondary  education,  an^ 
corporate  training.  Milken  has  targete* 
all  of  them.  What's  more,  he  has  lai< 
the  framework  to  link  them,  positioninj 
his  empire  to  grab  the  lion's  share  of  thi 
lucrative  e-learning  space. 

"Knowledge  Universe  saw  this  oppor 
tunity  very  early,"  says  Peter  Stokes  o 
Eduventures.com,  which  provides  edu 
cation  research  for  nonprofit  institu 
tions  and  companies.  "And  they  ver] 
quickly  put  together  a  formidabli 
collection  of  companies.  I  would  pu 
them  right  up  there  now  with  thi 
biggest  players." 

It  is  in  early  childhood  developmen 
and  K-12  that  Milken  has  made  somi 
of  his  most  daring  and  visionar; 


quisitions.  Knowledge  Universe  has 
:her  started,  acquired,  or  invested  in 
i  array  of  preschool  through  middle 
hool  companies  that  provide  online 
rricula,  testing,  test  preparation,  tutor- 
s', and  even  management  of  schools, 
le  companies  also  share  databases  and 
sources  and  contract  among  them- 
Ives  for  value-added  services.  While 
oviding  education  services  for  its 
mpanies,  Knowledge  Universe  is  also 
lassing  what  could  become  one  of  its 
ost  valuable  assets:  a  data  bank  on 
ildhood  learning,  skill  levels,  and 
dine  learning  behavior. 
One  example  of  Milken's  deftness 
penetrating  the  education  market  at 
ound  zero — early  childhood  develop- 
;nt — is  the  little  company  LeapFrog, 
lich  makes  a  programmable,  interac- 
e  tutorial  toy  called  Turbo  Twist  that 
iks  to  online  resources  provided  by 
lowledge  Universe  companies.  The 
y  (and  other  new  LeapFrog  products) 
:ds  information  upstream  to  the  com- 
ny  database,  where  the  child's  skill 


level  and  progress  are  assessed  and 
tracked.  Then  the  server  downloads  to 
the  toy  a  new  batch  of  educational 
games  customized  to  that  particular 
child's  skill  level  and  even  his  or  her 
own  school  curriculum. 

By  integrating  LeapFrog  into  the 
Knowledge  Universe  constellation  of 
other  K-12  companies,  Milken  grew 
revenues  from  $6  million  in  1997, 
when  he  bought  the  company,  to  more 
than  $66  million  in  1999.  In  fact, 
LeapFrog  sold  more  of  its  $50  LeapPad 
learning  units  in  1999  than  Palm  Com- 
puting sold  of  its  handheld  devices. 
LeapFrog  sales  more  than  doubled  in 
2000,  reaching  $160  million,  and  the 
company  projects  sales  to  double  again 
this  year. 

While  Knowledge  Universe  is  pri- 
vate and  holds  most  details  close  to 
the  vest,  CEO  Tom  Kalinske  says  the 
firm's  business  plan  looks  20  years 
down  the  road,  from  the  time  a  child 
first  enters  a  Knowledge  Universe 
portal.  "A  child  plays  with  LeapFrog, 


then  moves  on  to  KU  software  in 
school,  then  takes  an  SAT  prep  course 
from  KU,"  he  says.  The  ultimate  goal, 
he  explains,  is  to  engage  children  in 
lifetime  learning  provided  by  Knowl- 
edge Universe — even  through  their 
careers  and  into  retirement. 

If  the  strategy  works,  the  payoff 
could  be  staggering.  The  total  amount 
spent  on  education  in  the  United  States, 
from  preschool  through  college  (and 
counting  job  training),  was  pegged  by 
analysts  at  between  $660  billion  and 
$750  billion  in  2000— twice  the  2001 
U.S.  defense  budget.  According  to  Edu- 
cause,  a  nonprofit  association  that 
studies  the  distance  learning  market, 
the  price  point  of  education  (e.g., 
tuition  and  fees)  is  far  higher  than  the 
price  points  of  the  Internet's  first  big 
e-commerce  moneymakers:  books, 
CDs,  and  flowers. 

"Knowledge  Universe  is  at  the  very 
center  of  the  storm,"  says  Stokes  of 
Eduventures.com.  "All  the  competitors 
look  to  KU  to  see  what  they  are  doing, 
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MASTER  OF  THE  UNIVERSE 

so  it  is  really  hard  to  overstate  KU's  cen- 
trality  to  this  industry." 

BIG,  BIG  BUSINESS 

Even  with  more  than  53  million  kids 
enrolled  and  its  lure  as  a  huge  potential 
customer  base,  the  K-12  space  is  not  nec- 
essarily the  ripest  fruit  on  the  educa- 
tional vine.  Real  money,  analysts  say,  is 
to  be  made  in  corporate  learning.  Last 
year  U.S.  businesses  spent  more  than  $54 
billion  training  employees.  Mindful  of 
the  impact  on  the  bottom  line,  more  and 
more  companies  are  outsourcing  their 
training.  IDC  analyst  Michael  Brennan 
predicts  that  the  amount  companies 
spend  for  outside,  online  corporate  train- 
ing and  education  will  increase  from 
$2.2  billion  in  2000  to  $11.4  billion  by 
2004.  And  Knowledge  Universe  is  well 
positioned  to  grab  a  major  portion. 

"No  one  else  has  taken  such  an  aggres- 
sive approach  as  KU.  They  have  invested  in 
a  bunch  of  companies  that  are  complemen- 
tary and  can  basically  feed  off  one  another," 
says  Brian  Ruttenbur,  an  e-learning  analyst 
for  Morgan  Keegan.  "In  a  lot  of  ways,  KU 
operates  like  a  Japanese  keiretsu"  he  says, 
referring  to  the  incestuous  interlocking 
companies  that  dominate  much  of 
Japan's  domestic  business. 

These  alliance  chains  have  been 
woven  into  Knowledge  Universe's  busi- 
ness training  division.  Those  who  remain 
skeptical  of  Milken  are  quick  to  point 


MILKEN  REDEEMED:  The  former  junk  bond  king 
presides  over  a  new  empire  of  nonprofit  cancer 
research,  think  tanks,  and  e-leaming  networks. 


out  that  it  was  such  cross-pollination  in 
the  junk  bond  markets  that  ran  him 
afoul  of  securities  laws  during  the 
1980s.  Nevertheless,  the  model  appar- 
ently appeals  to  corporations  seeking  a 
turnkey  solution  to  corporate  training. 
"Enterprises  are  looking  for  vendors 
who  have  established  alliance  chains 
so  they  can  get  all  their  e-learning 
solutions  from  a  single  source,"  says 
independent  analyst  Elise  Olding,  who 
monitored  KU  when  she  was  with  the 
Hurwitz  Group. 

ON  THE  DEFENSIVE 

Still,  the  biggest  challenge  facing  Knowl- 
edge Universe  may  not  be  its  business 
plan,  or  executing  against  it,  given  the 


vagaries  of  the  market.  Instead,  it  ma] 
be  what  to  do  about  the  wizard  behim 
the  company  curtain.  It's  the  yin  an< 
yang  of  doing  business  with  Michae 
Milken,  who  represents  Knowledge  Uni 
verse's  greatest  asset  and,  according  tfl 
diehard  skeptics,  its  biggest  liability. 

While  most  companies  court  press 
attention  and  even  beg  for  it,  not  s<j 
Knowledge  Universe.  "They  are  very  skit- 
tish about  the  press,"  says  Joe  Costello 
who  briefly  served  as  vice  chairman  ol 
Knowledge  Universe  in  late  1997. 

"It's  a  kind  of  paradox,"  says  Edu- 
ventures. corn's  Stokes.  "The  more  the 
company  refuses  to  talk  about  itself,  and 
the  less  they  say  about  Milken,  the  more 
present  Milken  is.  You  go  to  education 
conferences  and  everyone  there  knows 
about  KU  and  that  Milken  is  behind  it." 

While  journalists  and  analysts  are) 
kept  at  bay,  those  who  have  cast  their  lot 
with  Knowledge  Universe  are  unsparing 
in  their  praise  of  Milken,  lending  a  kindl 
of  schizophrenic  management  image  to| 
Knowledge  Universe.  Some  say  Milken  is 
the  company's  driving  force.  Others  say 
he  is  distracted  and  simply  too  busy  with 
his  pet  charities  to  carve  out  time  for  hisl 
emerging  company. 

Former  insider  Costello  says  the  image 
of  Milken  being  only  half-interestedl 
is  mistaken.  "It's  always  about  control 
with  Milken,"  Costello  insists.  "The 
company  likes  to  downplay  Mike's 


BARBARIANS  AT  THE  UNIVERSITY  GATE    End  run  lands  online  accreditation 


Michael  Milken's  sweep  into  the  K-12 
and  corporate  training  markets,  while 
both  swift  and  aggressive,  occurred 
with  little  controversy.  This  was  not  the 
case  when  Knowledge  Universe  brought 
its  checkbook  onto  university  turf. 

Plan  A  had  called  for  Knowledge 
Universe  subsidiary  Knowledge  Univer- 
sity, an  entity  owned  mostly  by  Milken, 
to  enter  into  contracts  with  a  half 
dozen  of  the  world's  most  prestigious 
universities.  Under  the  contracts,  pro- 
fessors at  those  universities  would 
produce  online  course  materials  to  be 
marketed  through  Knowledge  Univer- 
sity. In  return,  Milken  promised  double- 
digit  millions  in  revenue  to  each  of  the 
participating  universities. 


But  as  soon  as  some  administra- 
tors and  faculty  members  learned  that 
Milken  was  behind  Knowledge  Uni- 
versity, they  balked.  Some  professors 
were  outraged  that  their  course  mate- 
rials and  their  university's  prestige 
would  be  sold  to  and  then  resold  by  a 
notorious  white-collar  criminal. 

Never  mind.  A  solution  was  at 
hand — a  solution  that  personified 
Milken. 

The  man  spearheading  Knowledge 
University  for  Milken  was  an  old  friend 
and  business  acquaintance,  Andrew 
Rosenfieid,  who  also  happened  to  be 
a  trustee  of  the  University  of  Chicago. 
Back  in  the  '80s,  when  Milken  was  at 
Drexel  Burnham  Lambert,  Rosenfieid 


and  Daniel  Fischel  (who  was  recently 
dean  of  the  University  of  Chicago  Law 
School)  were  partners  in  Lexecon,  an 
economics  consulting  firm  that  had 
been  bullish  on  Milken's  junk  bonds. 

While  Lexecon  was  never  charged 
with  wrongdoing,  the  company  was 
briefly  dragged  into  the  scandal  when 
angry  bondholders  sued  Charles  Keat- 
ing and  Lincoln  Savings  and  Loan.  Lex- 
econ had  produced  a  controversial 
report  for  Keating  defending  Lincoln 
Savings'  junk  bond  investments,  many 
of  them  purchased  through  Milken  and 
Drexel.  (Lincoln  invested  more  than 
$800  million  of  its  federally  insured 
deposits  in  junk  bonds  before  it  was 
declared  insolvent  and  seized.) 


When  Milken's  majority  ownership 
of  Knowledge  University  became  an 
issue  on  campus,  a  simple  game  of 
corporate  musical  chairs  was  put  into 
play  Through  Nextera  Enterprises,  a 
company  it  owned.  Knowledge  Uni- 
verse purchased  Lexecon  from  Rosen- 
field,  Fischel,  and  their  partners  for  $60 
million.  Rosenfieid  formed  a  new  com- 
pany, UNext.com,  which  purchased 
majority  interest  in  Knowledge  Univer- 
sity from  Knowledge  Universe  for  an 
undisclosed  sum.  Milken  retained 
a  20%  nonvoting  stake  in  UNext. 
com.  Knowledge  University  soon  was 
replaced  by  a  new  school,  Cardean 
University,  owned  and  operated  by 
UNext.com  (now  called  UNext). 
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volvement,  but  I  know  for  a  fact  that 
;  was  very  involved  during  the  time  I 
as  there." 

Milken's  hands-on  approach  may 
Dt  be  entirely  positive  for  Knowledge 
niverse,  says  Costello,  who  says  he 
ill  believes  that  Milken  remains  an 
lfettered  deal  junkie. 

"The  day  I  arrived  at  the  company, 
like  presented  me  with  a  list  of  40 
>mpanies  he  wanted  to  acquire.  Many 
f  the  companies  were  simply  not  a 
>od  fit,  in  my  opinion,"  Costello  recalls, 
ne  company  in  particular  bothered 
m,  and  he  says  he  told  Milken  why. 
rwo  weeks  later  Mike  phoned  and 
ild  me  he  had  acquired  the  company 
lyway  and  that  I  should  start  fixing  it 

0  right  away.  So  much  for  my  veto 
jwer  as  vice  chairman." 

IRROUNDED  BY  FRIENDS 

ostello  lasted  three  months  at  Knowl- 
Ige  Universe.  He  says  that,  as  an  out- 
der,  he  was  never  trusted  by  Milken, 
tie  inner  circle  at  Knowledge  Universe 
id  longer-standing  ties,  several  of  them 
)ing  back  to  Milken's  junk  bond  days. 

1  1984,  when  Kalinske  was  CEO  of 
oubled  toymaker  Mattel,  Milken 
ranged  a  $231  million  bailout.  Steven 
nk,  who  heads  Nextera  Enterprises, 
le  of  Knowledge  Universe's  six  public 
>mpanies,  has  been  by  Milken's  side 
nee  1987  and  is  one  of  his  most 


KNOWLEDGE  U.  CEO:  Tom  Kalinske  holds  LeapPad, 
Knowledge  Universe's  top-selling  educational  toy. 
Kalinske  once  headed  Mattel,  the  toy-making  giant, 
which  Milken  helped  bail  out  financially. 


trusted  confidants.  UNext  CEO  Andrew 
Rosenfield  worked  with  Milken  during 
his  junk  bond  days  through  his  consult- 
ing firm  Lexecon. 

And  what  of  Milken  himself?  Is  he 
about  to  become  a  revered  leader  in  the 
21st  century  knowledge  revolution  or 
remain  a  PR  liability  to  be  managed? 

"Mike  is  less  of  the  double-edged 
sword  than  some  people  think  he  is," 
insists  Kalinske.  "I  just  wish  he  had  more 
time  to  help  us,  but,  unfortunately,  he 
spends  a  majority  of  his  time  raising 
money  for  cancer  and  education." 

There  appears  to  be  little  disagree- 


ment on  the  matter  of  Milken's  genius; 
he  is  one.  Or  that  once  again  he  has 
identified  a  genuine  need  and  an  enor- 
mous reservoir  of  potential  profit;  he 
has.  Whether  the  theory  of  human  capital 
is  really  a  new  idea  or  just  a  repackaging 
of  age-old  common  sense  matters  little. 

The  question  most  want  to  ask  but 
seldom  voice  is,  Just  what  is  Milken 
really  up  to  now?  By  all  appearances, 
the  new,  philanthropic  Mike  is  just 
plain  happy  to  be  alive.  He  is  bald  and 
proud  of  it,  is  what  he  eats,  and  is  in 
touch  with  all  facets  of  his  inner  self. 
And  someone  who  now  wants  to  be  the 
CEO  as  well  as  chancellor  of  the  biggest 
educational  network  in  existence. 

While  many  wondered  why  former 
President  Clinton  considered  fugitive 
financier  Marc  Rich  more  worthy  of  a 
pardon  than  Milken,  who  has  con- 
tributed millions  to  charities,  the  snub 
may  have  been  because  no  one  has  ever 
heard  Michael  Milken  utter  a  mea  culpa 
for  his  transgressions  of  more  than  a 
decade  ago.  Quite  the  contrary.  When 
asked  by  a  reporter  in  1999  why  con- 
troversy continues  to  dog  him,  Milken 
shrugged  off  the  question,  saying,  "It 
takes  time  for  people  to  not  be  emo- 
tional about  things."  ■ 


Stephen  P.  Pizzo  is  coauthor  of  Inside 
Job:  The  Looting  of  America's  Savings 
and  Loans  (McGraw-Hill,  1990). 


"It  became  clear  that  some  of  the 
ititutions  we  wanted  to  be  affiliated 
th  were  uncomfortable  with  Mike's 
sjority  interest,"  Rosenfield  says, 
stead,  UNext.com  bought  Knowl- 
ge  University  in  January  1999.  That 
is  the  same  month  that  Lexecon  was 
rchased  bv  Knowledge  Universe. 

With  Knowledge  University  morph- 
j  into  Cardean  University,  UNext.com 
mt  on  to  sign  deals  with  the  cream  of 
siness  school  academia:  Columbia, 
anford,  Carnegie  Mellon,  the  Uni- 
rsity  of  Chicago,  and  the  London 
hool  of  Economics.  While  Rosenfield 
ys  contracts  with  each  university 
jre  confidential  and  differed,  it  was 
jorted  that  they  were  each  offered  at 
ist  $20  million  over  five  to  eight  years. 


But  there  was  another  obstacle. 
Although  accredited  universities  pro- 
duced the  course  materials,  any  degree 
students  earned  would  be  from 
Cardean  University.  Therefore,  Cardean 
had  to  be  accredited. 

Here  is  another  example  of 
Milken's  deftness.  Accreditation  for 
online  schools  can  be  obtained  from 
the  Distance  Education  and  Training 
Council.  The  DETC  has  been  accredit- 
ing correspondence  and  distance 
learning  courses  since  1956.  But 
the  DETC's  accreditation  guidelines 
require  that  aspiring  schools  "must 
document  two  continuous  years  of  eth- 
ical operation  as  a  bona  fide  distance 
education  institution." 

A  quick  fix  was  in  order.  UNext 


purchased  an  established  correspon- 
dence school,  ISIM  University  (pro- 
nounced ICE-um),  for  an  undisclosed 
sum.  Established  in  the  1960s  under 
the  name  International  Academy,  ISIM 
University  had  won  accreditation  in 
1993.  By  purchasing  ISIM,  Cardean 
became  "associated  with  an  accredited 
institution."  Under  the  DETC's  rules, 
Cardean  was  then  conditionally  accred- 
ited. (The  DETC's  published  accre- 
ditation standards  also  require  that 
owners,  principals,  and  executive  staff 
of  an  applying  school  "show  a  record  of 
integrity  and  ethical  conduct  in  their 
business  relations,"  something  that 
Milken's  six  felony  convictions  might 
have  weighed  heavily  against.) 

It  was  only  when  Forbes  ASAP 


phoned  the  DETC  to  ask  whether 
Cardean  was  accredited  that  we 
learned  about  the  ISIM  gambit.  No- 
where does  UNext's  ownership  of  ISIM 
appear — not  on  any  of  its  literature 
or  on  its  Web  site  or  Cardean's.  Like- 
wise, ISIM  makes  no  mention  of  its 
new  owner,  UNext.  or  its  sister  univer- 
sity, Cardean,  even  under  a  section 
entitled  "Accreditation  and  Affilia- 
tions" on  its  Web  site. 

It  would  appear  that  UNext  got 
all  it  wanted  out  of  ISIM:  quick  and 
hassle-free  accreditation  for  Cardean. 
It's  the  kind  of  practical  end  run  that, 
while  unthinkable  in  academia,  is 
the  everyday  stuff  of  business  — 
especially  when  Michael  Milken  is  in 
the  game.      STEPHEN  P.  PIZZO 
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gt5od  life 

Enabling  genomics  to  deliver  on  its  promises 


BY  KAREN  SOUTHWICK 


NE  OF  THE  MOST  AMBITIOUS 

agendas  for  the  new  millen- 
nium is  not  only  to  prolong 
life  but  to  improve  its  quality. 
Ideally,  we  want  to  be  com- 
fortable and  productive  until 
everything  just  wears  out  and 
we  die  peacefully  in  our  beds. 

Pharmaceuticals  are  play- 
ing an  increasingly  important 
role  in  that  effort,  helping  avert  the  need 
for  surgery  and  hospitalization.  Two 
recent  health  care  studies  prove  the  the- 
sis: The  first  reported  that  spending  on 
pharmaceuticals  surged  40%  in  the  past 
two  years.  The  second  found  that  the 
number  of  older  people  who  become 
severely  disabled  is  declining. 

Now,  with  the  mapping  of  the  human 
genome,  we're  entering  a  new  era  in  drug 
design,  one  in  which  reforming  the  produc- 
tion pipeline  from  discovery  to  commer- 
cialization is  of  paramount  importance 
in  determining  how  soon  and  how  many 
people  will  be  helped.  The  genomics 
revolution  is  heralded  as  the  genesis  of  a 
generation  of  drugs  that  will  be  more 
effective,  have  fewer  side  effects,  treat 
more  diseases,  and  be  individually  tailored 
for  each  person's  unique  genetic  makeup. 

This  revolution  will  be  enabled  by  pow- 
erful technological  tools.  For  instance, 
emerging  knowledge  of  the  genomes 
of  everything  from  humans  to  pathogens 
can  identify  molecular  targets  that  we 
want  drugs  to  affect.  At  the  same  time,  high 
throughput  screening  can  comb  through 


libraries  of  millions 
of  chemical  com- 
pounds for  entities 
that  might  interact 
with  these  targets. 

Advocates  pre- 
dict that  these 
efforts  will  expo- 
nentially expand 
the  number  of  effec- 
tive drugs  to  treat 
human  maladies. 
One  proponent  is 
former  Microsoft 
CTO  Nathan  Myhr- 
vold,  who  now  invests  in  biotech/genomics 
at  his  new  company,  Intellectual  Ventures. 

"Most  drugs  today  were  born  out  of 
ignorance  rather  than  knowledge,"  Myhr- 
vold  says.  Researchers  discovered  a  chem- 
ical that  has  certain  properties  and  began 
testing  it  against  diseases  on  a  hit-or- 
miss  basis.  Now,  however,  high  tech  tools 
such  as  DNA  chips,  genetically  based 
diagnostics,  and  more  accurate  chemical 
assays  "give  you  a  lot  more  information 
about  how  [a  drug]  works  before  you  put 
it  into  the  body." 

Consequently,  Myhrvold  forecasts  a 
revolutionary  surge  in  biotech/genomic 
drugs  akin  to  the  explosive  growth  of 
high  tech's  capacity  predicted  by  Moore's 
Law.  Some  of  the  statistics  seem  to  bear 
him  out.  For  example,  existing  drugs 
affect  an  estimated  500  molecular  targets. 
Thanks  to  genomics,  the  universe  of  tar- 
gets has  expanded  from  5,000  to  10,000. 


Experts  agree  there  will  be  an  explo- 
sion in  the  number  of  drug  candidates 
over  the  next  five  to  10  years.  But  there's 
no  guarantee  that  a  tenfold  increase  in 
drug  candidates  equates  to  a  tenfold 
increase  in  effective  drugs. 

"Mapping  the  genome  lays  out  the 
component  parts,  but  it  doesn't  tell  you 
what  those  parts  do,  and  which  ones  might 
make  good  targets,"  notes  George  Scangos, 
president  and  CEO  of  Exelixis,  a  genomics- 
based  drug  discovery  company.  Even  when 
a  drug  affects  a  target,  "what  impact  does 
that  have  on  the  disease  itself?"  he  asks.  To 
get  those  answers,  "you  can't  do  it  in  silico. 
You  need  a  biological  model." 

Currently,  that  biological  model,  as 
dictated  by  the  Food  and  Drug  Admin- 
istration, enlists  human  subjects  in  clini- 
cal trials  that  pit  drug  candidates  against 
a  placebo  or  an  existing  treatment.  It's 
hard  to  see  how  this  process  can  be 
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ieeded  up  to  the  extent  that  Myhrvold 
edicts.  The  FDA  typically  approves  only 
)  to  35  new  drugs  and  biologies  a  year. 

"There's  no  [drug]  firm  on  Earth  that's 
[uipped  to  handle  the  huge  increases  in 
e  number  of  candidates  going  through 
e  development  pipelines,"  says  Kenneth 
aitin,  who  directs  the  Center  for  the  Study 

Drug  Development  at  Tufts  University, 
fou  can't  take  a  pipeline  that's  set  up  for 
handful  of  products  and  say  we'll  in- 
ease  the  products  going  in  by  tenfold, 
le  pipeline  is  the  limiting  factor." 

Yet  there  are  ways  to  improve  the  effi- 
:ncy  of  the  pipeline  and  subsequent  drug 
>provals,  ranging  from  new  approaches 
r  drugmakers,  increased  outsourcing  of 
>ecialized  aspects  of  development,  and 
bigger  FDA  budget  to  attract  more 
nomics  expertise. 

Genentech,  which  kicked 
f  the  biotech  revolution  with 
e  first  gene-spliced  product 
>  years  ago,  also  produced 
e  first  genomics  drug:  Her- 
ptin,  a  monoclonal  antibody 
at  targets  breast  cancer 
mors  that  overproduce  a 
otein  called  HER2. 

Dr.  Gwen  Fyfe,  Genentech's 
nior  director  of  oncology, 
ys  Genentech  first  developed 
chemical  assay  that  could 
entify  women  whose  tumors 
'erexpressed  HER2 — about 
1%  of  breast  cancer  patients — 
ther  than  aiming  Herceptin 

the  entire  population.  Since 
e  overproduction  of  HER2 
oved  to  be  directly  tied  to  an 
■gressive  tumor,  Herceptin 
as  effective  for  this  class 


of  patients.  Another  recent  genomics 
drug,  Gleevec,  from  Novartis,  works  in 
a  similar  fashion:  It  suppresses  a  protein 
expressed  in  chronic  myelogenous  leu- 
kemia, causing  patients'  blood  counts  to 
revert  to  normal  and,  in  some  cases,  can- 
cerous cells  to  disappear. 

With  other  genomics  drugs,  the  parame- 
ters aren't  so  clear  cut.  For  instance,  Genen- 
tech is  researching  a  product  that  inhibits 
epidermal  growth  factor  (EGF),  which  ex- 
presses in  lung,  head,  and  neck  cancers. 
With  Herceptin  and  Gleevec,  suppression  of 
a  single  mutant  protein  led  to  the  desired 
clinical  outcome.  But  with  EGF,  researchers 
haven't  figured  out  what  impact  a  drug 
should  have  or  in  what  population. 

It's  going  to  be  a  long  road  to  better 
drugs  through  genomics.  Biotech  analyst 
Rachel  Leheny  of  Lehman  Brothers  pre- 
dicts that  "significant  volumes"  of  geno- 
mics drugs  are  six  to  10  years  away.  Adds 
Fyfe,  "We  will  get  there,  but  it  will  require 
changes  in  the  pattern  of  medicine,"  such 
as  more  monitoring  of  patients  to  un- 
derstand the  effects  of  new  drugs. 

Dr.  Richard  D.  Klausner,  director  of  the 
National  Cancer  Institute,  agrees.  "We 
need  to  redefine  our  clinical  trials,  so  that 
only  individuals  with  appropriate  targets 
are  enrolled,"  thus  allowing  diseases  to  be 
diagnosed  and  treated  earlier.  The  NCI  is 
reengineering  clinical  trials  to  incorporate 
a  feedback  loop  in  which  the  drug's  design 
is  adjusted  as  new  information  becomes 
available  from  molecular  monitoring.  "It's 
like  continuous  quality  improvement," 


Klausner  says,  "but  it's  a  very  expensive 
process."  Almost  all  of  the  NCI's  annual 
budget  of  $3.8  billion  goes  to  research, 
which  includes  monitoring  as  many  as 
200,000  patients  in  trials. 

"The  hope  of  being  able  to  predict 
what  drugs  will  do  without  clinical  trials 
won't  go  away,"  says  Dr.  Philip  D. 
Noguchi,  director,  Division  of  Cellular 
and  Gene  Therapies,  in  FDA's  Center  for 
Biologies  Evaluation  and  Research,  but 
neither  will  the  need  for  trials.  Even  if  the 
FDA  accepts  "surrogate  endpoints," 
such  as  suppression  of  HER2,  as  a  stand- 
in  for  disease  treatment,  "we've  still  got 
to  have  people  in  clinical  trials,"  he  says. 

Noguchi  sees  a  two-step  evolution  as 
genomics  unfolds:  First,  companies  will  be 
able  to  define  more  precisely  what  their 
drugs  do  and  whom  they  should  be  tested 
on.  Then  comes  the  buildup  of  knowledge 
and  resources  within  the  FDA,  "but  at 
some  point  we  will  have  to  grapple  with 
the  fact  that  there  will  be  things  we  just 
can't  afford  to  do,"  he  cautions.  Not 
only  will  there  be  an  expanding  universe 
of  products,  but  their  mechanism  of 
action  will  be  more  complicated. 

Still,  no  one's  wringing  their  hands 
about  the  prospect  of  better  drugs,  even 
if  they  do  challenge  the  existing  struc- 
ture. As  the  NCI's  Klausner  notes,  "The 
explosion  of  genomic  knowledge  is  cre- 
ating an  enormous  number  of  infra- 
structural  bottlenecks,  but  that's  always 
what  happens  when  there  are  funda- 
mental changes  in  underlying  science."  ■ 
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Company 

Employees 

Revenues 
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Market 
Cap 

Specialty 

Genomics 
Products 

Genomics  Drugs 
in  Development* 

Curagen 
ICRGN) 

New  Haven,  CT 

358 

S20.8M 

$1.78 

Bioinformatics,  gene  sequen- 
cing, develops  protein-based 
therapeutics 

No  genomics  drugs 
on  the  market 

All  preclinical 

Genentech 
IDNA) 

S.  San  Francisco 

4,459 

S1.6B 

S29.4B 

Develops  protein-based 
human  therapeutics.  In- 
licenses  and  develops  drugs 

Herceptin  (for  breast 
cancer) 

Apo2  ligand  (Phase  II) 
and  Anit-2c4  (Phase  II), 
both  for  cancer 

Human 
Genome 
Sciences 
IHGSI) 

Rockville,  MD 

720 

$22M 

$7.5B 

Develops  protein-based 
therapeutics  based  on 
knowledge  of  human  genome 

No  genomics  drugs 
on  the  market 

Repifermin  (Phase  II)  for 
venous  ulcers;  Mirostepin 
(Phase  II)  for  breast  cancer, 
BLyS  (Phase  1)  for 
immunodeficiency 

Millennium 
IMLNM) 
Cambridge,  MA 

1,330 

S196M 

$7B 

Develops  protein-based  and 
small-molecule  therapeutics 

No  genomics  drugs 
on  the  market 

All  preclinical 

Myriad 
(MYGN) 

Salt  Lake  City,  UT 

338 

S34M 

SUB 

Gene  discovery,  diagnostics, 
drug  development 

Diagnostics  for 
breast,  colon,  and 
endometrial  cancer 

MCP-7869  (Phase  ll/lll) 
for  prostate  cancer 

Zymogenetics 
(Private) 
Seattle,  WA 

300         Private  Private 

'Drugs  in  Phase  II  are  likely  to  launch  ir 

Develops  protein-based            No  genomics  drugs       All  preclinical 
human  therapeutics                on  the  market 

2004  or  2005.  Drugs  earlier  in  development  are  likely  to  launch  after  2005.  Source:  Lehman  Brothers 
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-hour  flight  can  be  a  life-enhancing  experience,  especially  if  the  food's 
I.  That's  why  our  new  World  Business  Class*  features  meal  service  that 
?s  airline  standards.  And  for  your  entertainment  pleasure,  a  new  digital 
o  system.  Together  with  KLM,  our  entire  fleet  now  provides  55%  more 
jom  and  150-degree  recline.  The  way  we  see  it,  you  can't  have  too 
y  comforts  on  a  long  flight.  We're  clearing  the  way  for  more  of  them. 
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100  Years  Young 

In  two  years  Harley- Davidson  will  celebrate 
its  100th  anniversary.  But  as  you'll  learn  in 
our  cover  story  on  page  8,  the  venerable  mo- 
torcycle company  is  anything  but  set  in  its 
ways.  We  sent  Senior  Editor  Missy  Sullivan  to 
Harley's  secretive  Product  Development  Center  in  Wauwatosa, 
Wis.,  where  she  learned  about  the  company's  recent  supply- 
chain  overhaul.  Though  Harley  has  made  significant  invest- 
ments in  new  software  and  a  Web  portal,  the  most  critical 
factor  in  the  company's  new  internal  efficiency  is  the  deep 
strategic  relationship  it  has  formed  with  key  suppliers. 
Relationships  are  driving  technology  and  not  the  reverse,  as 
some  Web-economy  proselytizers  would  have  you  believe. 

The  theme  of  "relationships  before  tech"  runs  throughout 
this  edition  of  BEST  OF  THE  WEB's  B2B  guide.  Starting  on  page 
33,  you'll  find  profiles  on  more  than  150  of  the  most  promis- 
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ing  companies  in  Web  commerce.  Like  Harley,  many  i 
list — from  General  Electric  to  Fannie  Mae  to 
Exchange — are  adapting  new  applications  to  existing  \ 
doing  business.  Using  new  technologies  is  not  just 
cutting  out  middlemen  or  slashing  costs,  it  also  provide 
to  strengthen  existing  ties. 
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W  It's  my  job  to  be  an  excellent  judge  of 
character... to  determine  when  someone 
is  telling  the  truth  and  when  they're 
committing  insurance  fraud.  Of  course, 
most  people  are  honest,  but  the  ones 
that  aren't  cost  businesses  and  workers 
$25  billion  a  year.  That's  why  I'm  available 
at  a  moment's  notice  to  throw  my  gear 
in  the  trunk  and  discover  the  truth. 
I  talk  to  witnesses,  follow  tire  tracks 
down  muddy  roads... whatever  it  takes 
to  make  sure  the  good  guys,  and  the  bad 
ones,  get  exactly  what  they  deserve.  // 


Consider  forming  an  in-house 
safety  team  in  order  to  evaluate  and  record  accidents  as  they 
happen.  Also,  report  accidents  immediately  to  insure  accuracy. 


Liberty 
Mutual 


Forbes 

Besto/The  Web 


Who's  more  passionate  abc 
Harley-Davidson  than 
motorcycle  rider 
The  tight-knit  members  of 
$1  billion  supply  cha 


BY  MISSY  SULLIVAN 

THE  RUMORS  HAD  BEEN  FLYING  FOR  MONTHS  ABOUT 
Harley- Davidson's  top-secret  new  bike.  So  when  dealers 
gathered  at  the  Los  Angeles  Convention  Center  on  July  12 
for  the  company's  long-awaited  announcement,  the  place  was 
packed  to  the  gills  with  more  than  4,000  devotees.  The  cav- 
ernous room  went  black.  The  engines  roared  in  the  darkness. 
Spodights  clicked  on  and  followed  two  glinting  new  hot- rods  as 
they  roared  onto  center  stage. 

Harley  was  introducing  the  V-Rod,  a  sexy  anodized- 
aluminum  dragster  with  an  all-new  engine,  chassis  and 
suspension.  It  is  by  far  the  most  radically  changed  motorbike 
Milwaukee-based  Harley-Davidson  has  produced  since  1952, 
the  year  the  company  introduced  the  bike  that  would  become 
its  popular  Sportster.  This  new  Harley  has  a  liquid-cooled 
V-twin  l,130cc  engine,  developed  with  Porsche,  that  runs  at 
1 1 5hp.  It's  capable  of  going  a  cool  zero  to  120mph  in  1 1.5  sec- 
onds. "This  bike  looks  fast  when  it's  sitting  still,"  crooned  a  re- 
viewer from  Cycle  World  magazine.  Indeed,  this  is  the  first  "hog" 
ever  that  doesn't  sacrifice  performance  for  styling. 

An  unwillingness  to  sacrifice  performance  for  styling  is 
the  new  mantra  at  the  98-year-old  company.  Since  1997 
Harley-Davidson  has  been  steeped  in  an  internal  makeover 


that  has  little  to  do  with  marketing.  After  all,  Harley  has 
ready  firmly  established  itself  as  one  of  the  great  global  brar 
much  like  Tiffany  or  Disney.  Its  comeback  from  the  brinl 
the  mid-1980s  is  by  now  the  stuff  of  B-school  case  stud 
The  company  has  cultivated  a  large  audience  of  fierce  lo] 
ists — from  nomadic  outlaw  bikers  to  leather-clad  senior 
ecutives — who  all  share  a  passion  for  its  classic  American  r 
torbikes  and  merchandise.  The  $2.9  billion-revenue  comp 
has  posted  15  straight  quarters  of  record  earnings  increa 
And  its  stock  has  defied  any  downturn.  Since  1991  it  has  b 
on  a  long  climb  from  $3  to  the  current  $50. 

The  company's  biggest  challenge  today  is  not  generat 
demand  for  its  bikes;  it's  meeting  it.  Harley  factories  are  stn 
ing  to  keep  up.  Part  of  this,  of  course,  is  intentional.  The  scar 
of  certain  hogs  helps  maintain  Harley's  cachet. 

But  according  to  analysts  like  Bear  Stearns'  Joe  Yurm 
Harley  hasn't  been  able  to  maintain  its  market  share.  Last ) 
new  U.S.  registrations  of  heavyweight  motorcycles  rose  % 
but  Harley's  share  fell  from  50.2%  to  47.4%.  That  me 
competitors  like  Honda  have  been  taking  impati 
customers  away  from  Harley. 

Some  dealers  are  even  charging  20%  premiums  over  M 
or  forcing  customers  to  wait  up  to  18  months.  "Harley's  t 
earnings  and  cash  flow  generating  power  are  held  back  by  p 
duction,"  says  Yurman. 

Given  that  over  half  of  the  parts  that  go  into  Harley  pr 
ucts  come  from  the  $1  billion  it  pays  to  350  outside  suppli 
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aging  its  supply  chain  efficiently  is 
:al  to  increasing  production.  Though 
1't  publicized,  Harley- Davidson  has 
ts  supply  chain  through  a  thorough 
haul  over  the  past  four  years, 
t  has  cut  its  supplier  base  by  80%, 
i  4,000  to  800.  The  company  has 
ed  $40  million  off  its  materials  costs 
:  1996.  Product-development  time  is 
n  30%.  Defect  levels  on  bike  parts 
:  plummeted  from  an  average  of 
30  to  48  parts  per  million  for  over 
of  its  suppliers. 

Tiis  has  translated  into  a  vast  reduc- 
in  waste  and  assembly-line  slow- 
ns.  Harley's  operating  margins  have 
rising,  from  15%  in  1997  to  18.4% 
y.  The  company  is  set  to  ramp  up 
luction  from  its  current  estimate  of 
)00  motorcycles  this  year.  It  recently 
mnced  it  would  be  expanding  plants 
Milwaukee  and  York,  Pa. 
nhe  unsung  hero  of  Harley-David- 
5  supply-chain  makeover  is  an  in- 
:  procurement  expert  named  Garry 
yman,  48,  vice  president  of  materi- 
lanagement/product  cost.  He  came 
[arley  by  way  of  John  Deere  and 
da  Motors. 

Vhen  Berryman  arrived  at  Harley 
?95,  its  supply-chain  management 
been  sorely  neglected.  There  were 
different  purchasing  departments 
ating  from  different  plant  locations, 
?parate  sets  of  representative  terms 
conditions  and  nearly  4,000  suppli- 
mgineers  with  no  expertise  in  sup- 
nanagement  were  doing  the  bulk  of 
?uying.  To  top  it  off,  "the  voice  of 
)ly  management  was  buried  three 
s  deep  in  the  corporate  hierarchy," 
Berryman. 

Vhile  at  Honda,  Berryman  had  been 
dent  of  Japan's  keiretsu — huge,  verti- 

integrated  companies  that  foster 
,  trusting  (and  often  incestuous)  re- 
nships  with  suppliers.  His  idea  was 
irm  equally  deep  strategic  alliances 
Harley's  top  suppliers,  bringing  them 
the  design  and  planning  process.  He 
an  idea  that  new  technology  and  the 

would  make  it  easier  than  ever  to 
l  these  bonds  and  collaborate, 
md  when  it  came  to  using  technol- 
he  made  it  clear  that  relationships 


and  strategy  should  drive  applications, 
not  vice  versa.  As  Dave  Cotteleer,  the 
company's  manager  of  planning  and 
control,  explains,  "We're  using  technol- 
ogy to  cut  back  on  communication  times 
and  administrative  trivia,  like  invoice 
tracking,  so  we  can  focus  the  relation- 
ships on  more  strategic  issues.  We're  not 
saying,  'Here's  a  neat  piece  of  technology. 
Let's  jam  it  into  our  model.'  " 

Firms  like  Nike  learned  that  lesson 
the  hard  way.  Its  $400  million  investment 
in  12  supply-chain  software  ended  in  dis- 
aster after  its  inventory  system  went  hay- 
wire. By  contrast,  last  year  Harley  backed 
away  from  an  agreement  to  buy  Oracle's 
iProcurement  package.  The  bikemaker 
realized  that,  until  it  did  the  hard  internal 
work  of  consolidating  its  nine  different 
purchasing  systems,  the  program  would 
be  ineffective. 

The  company  is  gradually  rolling  out 
its  own  Harley-Davidson  Supplier  Net- 
work (www.h-dsn.com).  The  portal  will 
Web-enable  its  legacy  systems,  like  prod- 
uct-development program  Metaphase 
PDM,  and  will  use  newer  systems,  like 
Manugistics'  Networks  Collaborate,  to 
let  suppliers  view  inventory  and  order  in- 
formation in  real  time. 

Before  Berryman  applied  any  new 
technology  to  Harley's  supply  chain,  he 
first  cut  the  number  of  relationships 
being  managed.  He  whittled  down  some 
3,000  "indirect"  (or  MRO)  suppliers  to 
three  primary  ones.  Direct  suppliers — 
those  that  provide  the  parts  that  go  into 
making  motorcycles  and  accessories — 
were  cut  from  1,000  to  350. 

One  of  the  three  lucky  indirect  sup- 


pliers to  make  Harley's  cut  is  Georgia- 
Pacific  division  Unisource,  which  has 
been  making  packaging  for  Harley's  bikes 
and  parts  for  the  past  20  years.  Since  be- 
coming a  preferred  supplier,  Unisource's 
business  with  Harley  has  grown  tenfold, 
from  $1.5  million  in  1998  to  between  $15 
million  and  $20  million  this  year. 

Once  the  supply  base  became  more 
manageable,  Berryman  invited  his  key 
suppliers  to  place  staffers  at  Harley's  fa- 
cilities, integrating  them  not  only  into 
purchasing,  but  also  into  product  design 
and  manufacturing.  These  resident  sup- 
pliers— currently  numbering  close  to 
80 — have  access  to  Harley's  intranet, 
called  Ride,  making  them  privy  to  meet- 
ing minutes,  schedules,  plans  and  other 
internal  systems. 

Bringing  suppliers  into  the  design 
process  early,  for  example,  cuts  down  the 
chance  of  accessory  knockoffs  beating 
them  to  market. 

When  developing  the  electronic  fuel- 
injected  (EFl)  engine  for  the  new  V- Rod, 
supplier  Delphi  Automotive  sent  its  vet- 
eran engineer,  Eric  Norppa,  to  work  with 
the  technical  team  at  Harley's  Product 
Development  Center  outside  Milwaukee. 
The  effort  drew  expertise  not  only  from 
Delphi,  but  European  firms  Porsche  and 
Magneti  Marelli. 

When  Delphi's  initial  attempts  to 
adapt  an  automotive-based  system  to  a 
motorcycle  failed,  the  team  had  to  do  a 
redesign  from  the  ground  up.  Working 
on  site  with  Harley  engineers,  Norppa 
took  on  the  role  of  technical  leader  of  the 
V- Rod's  fuel-injection  group,  coordinat- 
ing input  from  suppliers  as  far  away  as 


HARLEY-DAVIDSON  SUPPLY  NETWORK 
www.h-dsn.com 

Where  suppliers  come  to  plan,  collaborate  and  transact.  Still 
in  the  early  phases  of  rollout,  it  offers  secure  access  to  their 
full  six-month  billing  history,  as  well  as  52-week  forecasts  of 
total  demand  for  parts  from  each  of  Harley's  five  plants. 
Suppliers  can  also  look  up  detailed  information  on  topics  ranging  from  packing  and  shipping 
requirements  to  quality-assurance  standards  to  EDI  implementation.  In  the  pipeline: 
transaction  capabilities,  collaborative  design  and  development  tools,  supplier  performance 
reporting  and  collaborative  forecasting. 

Harley  also  uses  the  Web  to  communicate  with  its  dealers.  At  www.hdnet.com,  Harley 
dealers  can  log  on  for  tech  tips,  service  bulletins  and  sales  information.  They  can  also  place 
orders,  process  warranties,  research  a  bike's  service  history  or  find  a  replacement  headlamp 
for  a  customer's  1995  Fat  Boy.  Its  Harley-Davidson  University  will  soon  offer  tests  online. 
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North  Carolina  and  Germany.  The  engi- 
neers used  e-mail  to  send  plans,  pictures, 
audio  and  video  clips,  and  pulled  up  files 
while  teleconferencing.  Not  many  big 
companies  would  trust  the  development 
of  a  critical  component  to  an  outsider. 
But  Berryman  figured  trust  breeds  inno- 
vation and  loyalty.  Scott  Barry  of  Credit 
Suisse  First  Boston  agrees:  "Suppliers  will 
lie  down  on  the  train  tracks  for  Harley." 

Case  in  point:  When  Harley's  chief 
designer,  Willie  G.  Davidson,  asked  for  a 
special  finish  on  the  V-Rod's  aluminum 
panels,  supplier  Stolle  Products  spent  two 
years  adapting  its  anodizing  process.  "If 
you  trust  your  customers,  you  give  them 
the  best  technology,"  says  Stolle  President 
Mike  Purdy. 

Another  key  to  supplier  allegiance: 
Harley's  openness.  In  the  interest  of  full 
disclosure,  Berryman  asks  important 
suppliers  to  sign  a  detailed  contract 
spelling  out  expectations  and  obligations 
on  both  sides  of  the  relationship.  He's 
also  set  up  a  Supplier  Advisory  Council 
for  top-level  suppliers  and  Harley 
staffers.  Minutes  of  meetings  are  avail- 
able via  e-mail  and  sent  to  the  entire  sup- 
ply community. 

Purdy  has  sat  on  similar  groups  for 
the  big  three  automakers.  "These  councils 
talk  about  partnership,  but  it's  really  very 
one  way.  At  Harley,  you  feel  like  it's  mu- 
tual. The  council  is  actually  trying  to  im- 
prove the  systems  and  coordination,  and 
to  reduce  costs  on  both  sides." 

It's  not  all  warm  and  fuzzy  meetings 
and  teleconferences.  Harley  requires  con- 
tinuous evidence  from  its  suppliers  on 
three  goals:  doubling  quality,  cutting 
product  development  time  in  half  and 
lowering  the  cost  of  goods.  When  it 
comes  to  indirect  items,  that  cost-cutting 
goal  is  explicit:  Over  four  years  Harley 
wants  to  save  80%  of  what  it  spends,  or 
more  than  $50  million. 

Cost  reductions  are  encouraged 
through  innovation  and  efficiency, 
rather  than  by  squeezing  the  suppliers' 
margins.  In  developing  the  V-Rod,  one 
supplier  came  up  with  the  idea  to 
reroute  the  water  in  the  new  liquid- 
cooled  engine  design,  converting  from 
an  integrated  bottle  component  to  a 
simpler,  overflow  one.  "That  saved  us  a 


good  $50  per  bike,"  says  Harley  Pur- 
chasing Engineer  Connie  Stewart. 

In  another  example,  an  in-house 
supplier  from  Unisource  learned  that 
Harley  was  spending  $1  million  a  year 
processing  returns  of  damaged  engine- 
head  covers.  Unisource  developed  a  thin 
piece  of  adhesive-backed  foam  that, 
when  slipped  under  the  chrome  during 
assembly,  prevents  slippage  and  costs 
only  pennies  per  unit.  Now  the  problem 
costs  Harley  only  $100,000. 

Ultimately,  Harley  hopes  to  leverage 
these  relationships  even  more  as  it  de- 
velops its  supplier  Web  portal, 
H-dsn.com.  Launched  in  July  2000,  it 
has  primarily  been  an  accounts- payable 
network.  Suppliers  can  log  on  and  re- 
view their  accounts  and  do  their  own 
reconciliation.  Harley's  payables  de- 
partment reports  that  since  the  portal 
was  launched  it  has  seen  a  90%  drop  in 
supplier  phone  calls  from  users. 

Currently,  83  suppliers  are  using  the 
portal.  They  click  in  to  review  shipping 
specifications  or  access  forms  for  prod- 
uct testing.  Next  year  the  site  will  post 
1 2  months'  worth  of  forecasted  volumes 
and  schedules  for  all  suppliers.  Also 
coming  to  H-dsn.com  will  be  transac- 
tion capabilities.  This  will  be  especially 
helpful  for  smaller  suppliers  that  have 
been  unable  to  hook  up  to  Harley's  ex- 
isting EDI  systems. 

Supply-chain  software  firm, 
Manugistics,  is  providing  real-time  ac- 
cess to  detailed  order  and  inventory  data. 


"Our  goal,"  says  Cotteleer,  "is  to  have  t 
suppliers  doing  their  own  replenishir 
using  the  site.  They  can  see  what  our  co 
sumption  rates  are,  rather  than  trying 
project  based  on  historical  informatioi 

Harley  already  employs  in-house  pi 
formance-tracking  software  that  repo 
defect  rates.  Once  included  on  its  W 
portal,  it  should  eliminate  the  current  I 
day  lag  in  feedback,  greatly  reduci 
Harley's  risk  of  having  two  weeks  of  b 
components  in  its  manufacturi 
pipeline.  Eventually  Harley's  portal  v 
allow  engineers  to  exchange  and  mark 
drawings  online. 

While  there  are  plans  for  publishi 
certain  suppliers'  catalogs  electronica 
on  virtual  private  networks,  you 
never  see  a  reverse  auction  at  Harle 
supplier  site. 

"There  was  a  point  where  I  was  g 
ting  1 5  or  20  calls  a  week  from  Joe's  Ai 
tion  Exchange.com,"  says  Cotteleer.  "\ 
always  said  it  doesn't  fit  our  strategy.  V 
can  get  these  big,  quick  wins  that  have 
immediate  impact  on  the  bottom  lii 
but  it  would  destroy  the  trust  we  bi 
into  our  supplier  relationships  and  tl 
would  put  quality  at  risk." 

Sound  thinking  for  anyone  looki 
to  the  latest  "e-software"  as  a  suppl 
chain  cure-all.  Thanks  to  Berrymai 
hard  work,  that  zealous  rider  devotion 
Harley's  motorcycles  is  spreading  to 
suppliers.  And  that  should  help  Harl 
get  more  of  its  bikes  rolling  off  t 
assembly  line. 
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att.com/networksecurity 

he  capacity  to  exchange  vast  amounts  of  proprietary  data  with  your  employees,  clients  and  suppliers 
und  the  world  instantly.  And  multiple  layers  of  security  to  keep  it  from  going  any  further  than  that 
With  AT&T  Data  and  IP  Networks,  the  secret  of  your  e-business  success  is  safe  with  us. 


AT&T  BOUNDLESS 


Pipe  Dreamer 


Companies  and  their  bankers  are  scrambling 
for  financing  alternatives.  That's  good  news 
for  DirectPlacement. 

BY  LUISA  KROLL 

RAISING  CAPITAL  THESE  DAYS  IS  ALMOST  IMPOSSIBLE. 
Venture  capitalists  are  still  licking  their  Web  wounds — 
and  forget  about  the  public  equity  markets.  So  where  can 
all  those  once  hot  IPOs  go  to  find  fresh  funding?  To  Direct- 
Placement,  a  small  San  Diego-based  firm  that  specializes  in 
something  called  Pipes. 

Pipe  stands  for  private  investment  in  public  equities.  In 
this  market,  public  companies  in  need  of  cash  arrange  pri- 
vately for  big  investors  to  buy  millions  of  dollars  of  their  stock 
at  some  discount,  typically  about  15%. 

Of  course,  institutional  investors  getting  discounts  on  pur- 
chases  of  large  blocks  of  stocks  is  nothing  new.  I  lowever,  until 
recently  Pipes  were  shunned  because  they  were  the  domain  ot 
opportunistic  offshore  hedge  funds  that  used  them  to  exploit 
troubled  companies.  Using  so  called  death-spiral  Pipes,  a  hedge 
fund  would  privately  agree  to  buy,  say,  $20  million  worth  of 
convertible  debentures  in  lieu  of  straight  common  stock.  When 
the  time  came  to  convert  to  common,  the  fund  would  be  en- 
titled to  get  in  at  a  predetermined  discount  to  the  market.  Pre- 
sumably, the  hedge  funds  would  short  the  troubled  issuers 
stock,  driving  the  price  clown.  This  would  increase  the  number 
of  cheap  shares  the  fund  would  get,  creating  a  huge  gain  on 
the  short  sale.  EToys  agreed  to  a  $  1 00  million  death-spiral  Pipe- 
before  it  went  out  of  business. 

In  these  times  of  tight  capital,  the  Pipe  market  has 
emerged  from  its  murky  past.  Well-known  companies  like 
Rite  Aid,  Amazon.com  and  VerticalNet  now  use  them.  Pipes 
are  also  attracting  established  investors.  Buyout  group 
Iorstmann  Little  recently  invested  $100  million  in  competi- 

Pipcline 

Not  long  ago  Pipe  financing  was  used  by  only  the  most  desperate  companies. 
Last  year  more  than  1,200  companies  tapped  Pipes  for  capital.  Below  is  a 
sampling  of  recent  deals  and  the  discounts  at  which  they  sold  stock. 


Company/Ticker 

Daio 

Proceeds  1  Srnii) 

Discount 

SonoSitc/SONO 

Aug  8 

$25  0 

9.6% 

Women  First  HealthCare/WFHC 

Aug  7 

31.5 

168 

Take-Two  Interactive/TTWO 

Jul  31 

22.2 

137 

Acclaim  Entertainmcnt/AKLM 

Jul  30 

336 

125 

Espcrion  Therapcutics/ESPR 

Jul  27 

239 

89 

Capital  Environmental  /CERI 

Jul  27 

330 

24.8 

Penwcst  Pharmaceuticals/PPCO 

Jul  9 

30  0 

176 

RailAmcrica/RAIL 

Jun25 

409 

8.7 

Sahx  Pharmaccuticals/SLXP 

May  29 

29.4 

21.3 

WebEx  Communicalions/WEBX 

May  18 

21.5 

17.7 

Restoration  Hardwarc/RSTO 

May  16 

24  5 

10.4 

BioMarm  Pharmaceulical/BMRN 

May  16 

46.0 

12.3 

Concurrent  Computer/CCUR 

May  14 

25.9 

20.5 

Source:  PlacomonlJracker.com. 
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tive  local  exchange  carrier  (CLEC)  McLeodUSA,  using  a  Pi 
Since  January  2000  the  State  of  Wisconsin  Investment  Bo; 
has  invested  $240  million  in  more  than  30  Pipes. 

So  far  this  year  there  have  been  460  Pipe  deals  raising  $ 
billion,  compared  to  162  secondary  offerings  and  55  IPOs.  L 
year  $24.5  billion  was  raised  through  1 ,230  Pipes. 

DirectPlacement  has  gathered  information  on  4,069  Pi| 
and  5,571  investors,  including  how  deals  are  structured,  w 
the  average  discount-to-share  price  is  and  the  names  of 
vestors  by  industry.  It  also  tracks  which  investors  specializt 
death  spirals  (New  York-based  Promethean  Asset  Mana; 
ment,  for  example),  in  case  issuing  companies  want  to  kn 
which  firms  to  avoid.  For  a  fee,  you  can  read  all  this  detai 
information  on  its  Web  site,  PlacementTracker.com. 

Though  not  aimed  at  individual  investors,  the  site  carri< 
wealth  of  useful  investing  information.  Do  shareholders 
Priceline.com  know  that  it  sold  $50  million  worth  of  its  st< 
in  February  at  an  estimated  23%  discount  to  the  market?  Q 
versely,  if  you  think  Capital  Research  &  Management  is  a  sm 
adviser,  you  can  track  the  moves  of  its  SmallCap  World  Fui 
which  recently  bought  a  million  shares  of  RailAmerica  stoci 
a  $10.75  per  share,  about  a  dollar  under  the  market  price.  1 
site  even  ranks  investors  by  their  Pipe-picking  performano 

DirectPlacement's  founder,  Brian  Overstreet,  29,  learr 
about  these  deals  from  his  stepfather,  then  an  active  investor 
1995,  after  attending  UC  Berkeley,  Overstreet  figured  that  if 
created  a  database  of  deals  that  disclosed  performance  infi 


ion,  he'd  have  an  easier  time  pitching 
is  to  small  companies.  So  he  began 
ecting  data  on  any  transaction  he 
Id  find,  digging  through  SEC  filings, 
)mberg  and  the  Internet.  When  his 
(making  business  slowed  in  1999, 
rstreet  decided  to  put  his  database 
he  Web  and  sell  subscriptions  to  it. 
DirectPlacement's  Placement- 
:ker.com  launched  in  December 
?,  charging  $20  per  report  for  trans- 
m  details  and  $110  for  investor  in- 
nation.  In  the  first  month  the  com- 
y  sold  a  mere  $600  worth  of  reports, 
rhen,  the  Nasdaq  crash  began  in 
il  2000.  Suddenly,  the  easy-money 
ot  was  turned  off  and  Pipes  surged, 
•rstreet  raised  $1.5  million  from 
;1  investors  and  beefed  up  his  Web 

Surprisingly,  it  isn't  the  cash- 
pped  companies  that  are  using 
ementTracker.com  the  most.  It's  in- 
ment  bankers  looking  for  new  ways 
merate  fees  in  a  slow  market. 
'DirectPlacement  is  capturing  the 
that's  helping  this  market  develop," 
Leonard  Brooks,  of  UBS  Warburg's 
ate  Equity  Placements.  Subscriber 
mon  recently  arranged  a  $412  mil- 
Pipe  for  Rite  Aid  at  a  9%  discount. 
DirectPlacement  is  also  doing  deals. 
)mpleted  five  deals  in  the  past  year, 
biggest  a  $17.75  million  Pipe  for 
ibridge,  Mass.-based  energy  tech- 
)gy  company  SatCon.  Moneylosing 
]on  approached  Overstreet  after  it 
ldrew  its  secondary  stock  under- 
:ing  last  fall.  So  DirectPlacement 
1  its  database  to  screen  for  investors 
had  a  history  of  buying  energy  and 
mology  stocks.  Overstreet  located 
itsche  Bank  and  six  others,  negoti- 
I  a  12%  discount  to  the  market  for 

Pipe  and  earned  a  3.5%,  or 
3,000  fee. 

rhat  $620,000  accounted  for  the  bulk 
le  firm's  $842,000  in  second-quarter 
nues.  The  rest  come  from  data  sub- 
?tions.  Ultimately,  Overstreet  would 
to  create  a  boutique  investment 
k.  His  biggest  risk  is  that  a  roaring 
k  market  will  dry  up  Pipe  deal  flow. 
>ays  Overstreet,  "It  won't  come  roar- 
back.  And  if  it  does,  the  bankers  will 
iack  to  the  big  companies."  F 


Only  Bombardier  Flexjet*  offers  the  complete  range  of  new  Learjet.8 
Challenger*  and  Global  Express*  jets,  each  equipped  with  advanced  safety 
systems  and  flown  by  highly  experienced.  well-trained  pilots.  as  the  world 
leader  in  business  aviation.  value  just  may  be  what  we  do  best.  for  more 
information.  visit  www.flexjet.com,  or  call  1-800flexjet. 

BOMBARDIER  FLEXJET 


To  Someone 
Who  Stutters, 
It's  Easier  Done 
Than  Said* 

The  fear  of  speaking  keeps  many  people  from  being  heard. 
If  you  stutter  or  know  someone  who  does,  write  or  call 
toll-free  for  our  free  informative  brochures  on  prevention 
and  treatment  of  stuttering. 


1-800-992-9392 

www.stutteringhelp.org 


Stuttering 
Foundation 

of  America  

A  Nonprofit  ( }rganization 

Since  1947 — Helping  Those  Who  Stutter 


3100  Walnut  Grove  Road,  Suite  603  •  P.O.  Box  11749  •  Memphis,  TN  381 1 1-0749 
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Taking  Care  of  Business 
Smarter,  Faster  & 
More  Efficiently 


When  technology  research  experts 
analyze  the  advantages  of  online  busi- 
ness banking,  two  major  motivations  to 
use  Web  banking  always  emerge:  the 
convenience  of  Web-delivered  cash 
management  capabilities  for  instant 
account  access  and  wireless  banking. 

Financial  e-forecasters  also  predict 
substantial  increases  in  online  business 
banking  activity  in  the  next  two  years  as 
the  introduction  of  Electronic  Invoice 
Presentment  and  Payment  (EIPP)  allows 
the  small  business  to  achieve  freedom 
from  expensive,  technology-driven  Elec- 
tronic Data  Interchange  (EDI).  Experts 
predict  that  EIPP  will  outstrip  EDI  trans- 
action volume  by  2003. 

Charter  One  Bank,  F.S.B.,  recog- 
nizes the  importance  of  bringing  top- 
tier  online  technological  functionality 
to  your  small  business  and,  best  of  all, 
we  offer  the  services  you  need  FREE. 

At  charterone.com,  the  business 
owner  receives: 

•  FREE  online  access  to  transactions, 
real  time  balances,  the  ability  to  trans- 
fer funds,  apply  for  a  loan  and  more 

•  FREE  online  bill  payment  and  e-billing* 

•  FREE  wireless  access 

Charterone.com  was  recently  rec- 
ognized by  Gomez™,  the  noted  Inter- 
net measurement  firm,  as  one  of  the 
top  10  bank  Internet  sites.  For  more 
information  about  online  business  bank- 
ing, please  visit  charterone.com. 

•  Pricing  subject  to  change. 

f=T  FD/C 

EQUAL  HOUSING       f  _»  _  -  -  Jk 

lender  insured 


Coulda 
Been  a 
Contender 

BY  DOLLY  SETTON 

THE  BURSTING  OF  THE  WEB  STOCK 
bubble  has  put  an  end  to  the 
funding  madness.  Venture-capital 
investments  hit  a  record  $100  billion 
last  year  but  amounted  to  only  $20  bil- 
lion in  the  first  half  of  this  year.  Not  all 
casualties  of  the  pullback  were  deserving. 

Eazel  Inc. 

Killer  App:  Nautilus 

In  August  1999  former  Apple  developer 
Andrew  Hertzfeld  helped  launch  Eazel 
to  develop  software  that  would  make 
Linux  easy  to  use.  Once  Linux  took  off, 
Eazel  would  make  money  as  an  ASP  that 
would  back  up  data,  upgrade  software 
and  fix  bugs  for  Linux  users.  The  first 
version  of  the  promising  software,  called 
Nautilus,  was  completed  but  Eazel  ran 
out  of  money  and  shut  its  doors  in  May 
2001.  Nautilus  has  been  downloaded  by 
hundreds  of  thousands  of  people. 

Scout  Electromedia 

Killer  App:  Modo 

A  cigarette-pack-size  wireless  appliance 
that  delivered  daily  entertainment  con- 
tent using  an  existing  pager  network.  This 
hip,  user-friendly  gadget  was  launched  in 
September  2000  and  targeted  young  peo- 
ple, who  could  access  music,  museum 
and  restaurant  reviews  on  the  go.  Each 
Modo  device  cost  $99;  there  was  no  sub- 
scription fee.  The  company  hoped  to 
make  money  through  advertising,  but 
shut  down  three  weeks  after  it  was  intro- 
duced despite  thousands  of  orders. 

Qtiickdot  Cnrp. 
Killer  App:  Quickdot 

Quickdot  combined  e-mail  and  instant 
messaging.  It  allowed  groups  to  collabo- 
rate easily  via  e-mail,  wireless  gadgets 
and  its  Web  portal.  Says  former  Chair- 


When  tech  funding  evaporate 
some  promising  babies  got 
thrown  out  with  the  bathwate 

man  John  Wang:  "It  took  Lotus  Notes 
step  further."  When  a  Quickdot  messag 
came  in  an  e-mail,  it  would  actually  ru: 
the  application  in  the  e-mail  clien 
Within  18  months  of  its  June  199 
launch,  it  had  signed  up  9  million  user; 
It  hoped  to  make  money  by  licensing  th 
application  to  wireless  firms  like  Sprin 
Quickdot  folded  in  May. 

Digital  Harbor  International.  Inc. 

Killer  App:  WAV 

This  software  seamlessly  combined  wor 
processing  and  page  layout  with  the  in 
teractive  elements  of  the  Web.  With  WA 
you  could  drag  and  drop  text  and  im 
ages  from  files  created,  for  example,  i 
Word,  Excel,  Photoshop  or  Web  applet 
Written  in  Java,  it  was  platform  inde 
pendent  and  worked  on  any  PC,  ce 
phone  or  PDA.  After  Apple  decided  not  t 
buy  it  in  1998,  it  was  shelved.  The  sofi 
ware  has  been  incorporated  into  Piil 
which  adds  more  capabilities  and  i 
backed  by  the  Department  of  Defensi 
Will  relaunch  in  January. 

Lernout  &  Hauspie  Speech 
Products  N.V. 

Killer  App:  Dragon  NaturallySpeakinf 

Belgium-based  L&H  produced  a  leadin 
voice  recognition  dictation  produc 
Voice  Express.  In  June  2000  L&H  bougl 
its  biggest  competitor  Dragon  System: 
putting  L&H  on  top  of  the  market.  Ur 
fortunately,  it  fell  victim  to  greedy  mar 
agers  who  cooked  its  books  and  inflate 
results  during  the  Web  boom.  Last  Nc 
vember  L&H  filed  for  Chapter  11.  I 
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business  Banking        unnne  Banking 


FREE  Online  Bill  Payment 
FREE  E-Billing 
FREE  UJireless  Recess 


charterone.c 


ou  to  Charter  One's  totally  free  Small  Business  Online  Banking. 

le  business  of  banking  done  faster,  easier  and  smarter  than  ever  before  with 
online  bill  payment  and  e-billing*  FREE  wireless  access  and  real  time  balances/ 
me  account  transfers.  Plus  you  can  apply  for  loans,  lines  of  credit  and  much  more. 
:are  of  business  with  just  one  click  —  sign  up  today  at 

arterone.com. 


m 


FREE  ONLINE  ACCESS  (3 
&  BILL  PAYMENT 


>/C 
;ured 


GiSmez  -  Certified 


Rated  one  of  the  top  10  bank 
internet  sites  by  Gomez,™  Winter  2000 


II  payment  and  e-billing  services  are  currently  offered  at  no  charge,  pricing  is  subject  to  change. 


CHARTER  ONE 
BANK 

charterone.co 


For  MIT's  Tom  Knight,  B2B  means  "bacteria- 
to-bacteria."  If  his  theories  are  correct, 
E.  coli  and  other  bacteria  may  one  day 
replace  modern  factories. 

BY  DOLLY  SETTON 

COMPUTERS  TODAY  ARE  POWERED  BY  CHIPS  MADE  OF 
silicon.  But  how  about  harnessing  bacteria — the  stuff 
you  might  find  growing  in  a  jar  at  the  back  of  your  re- 
frigerator— to  do  some  computing?  That's  the  vision  of 
Thomas  Knight,  a  computer  scientist  at  MIT. 

Bacteria  that  compute?  It's  not  as  crazy  as  you  might 
think.  Knight  isn't  talking  about  running  Windows  in  a  petri 
dish.  PCs  already  work  fine,  so  there's  no  need  for  a  replace- 
ment, especially  since  bacterial  computers  will  probably  run 
much  more  slowly. 

Knight's  idea  is  that  bacteria  could  serve  a  different  pur- 
pose: The  tiny  organisms  can  actually  be  programmed  to  com- 
pute with  genes.  Bacteria,  after  all,  are  microfactories:  their 
metabolisms  digest  substances  and  produce  others  as  byprod- 
ucts. They  can  produce  an  enormous  variety  of  compounds, 
from  yogurt  to  antibiotics  such  as  tetracycline.  Knight  thinks 
that  they  should  also  be  able  to  execute  programs,  controlling 
what  is  produced.  This  would  be  accomplished  by  switching 
genes  inside  a  bacteria  from  on  to  off — the  equivalent  of 
switching  a  chip's  transistors  from  on  to  off. 

Consider  the  way  a  transistor  works  today.  Logic  gates  on  a 
transistor  operate  on  signals  with  only  two  possible  values,  such 
as  true  and  false  or  1  and  0.  The  simplest  gate  takes  a  signal  and 
turns  it  into  its  opposite,  turning  true  into  false  and  vice  versa. 

An  organic  logic  gate  would  do  the  same  thing,  but  would 
involve  proteins,  which  are  components  of  bacteria,  that 
could  turn  a  gene  on  or  off  in  a  predictable  way.  For  example, 
the  lac  repressor  protein  only  turns  on  the  enzymes  to  absorb 
and  metabolize  lactose  when  no  glucose  is  present.  From  the 


point  of  view  of  the  bacterial  computer  engim 
this  is  a  logic  gate  that  computes  a  logical  functii 
One  appeal  of  bacterial  computing  is  that  bac 
ria  are  very  cheap  to  manufacture.  Scientists  c 
grow  trillions  of  bacteria  in  a  lab  for  a  few  dollar: 
material  costs.  So  instead  of  building  expensive  f 
tories,  companies  could  use  cheap  programmed  b 
teria  that  grow  in  giant  vats  to  manufacture  drt 
fuel  and  plastics.  Then,  different  programs  could 
run  on  different  bacteria  for  tailored  results. 

It's  an  appealing  prospect,  given  how  exp< 
sive  computing  is  today.  It  costs  about  $2  billior 
build  a  new  semiconductor  fabrication  pla 
where  people  in  space  suits  work  with  robots 
build  the  chips  that  go  into  personal  computer 
In  the  world  of  bacterial  computing,  si 
sterility  and  precision  aren't  important.  "Inst< 
of  building  factories  whose  job  is  to  do  every  th 
perfectly,  with  bacteria  it  doesn't  pay,"  says  Knig 
"It's  so  cheap,  you  just  make  another  factory." 
In  fact,  bacterial  computing  is  similar  in  some  ways  to 
way  the  human  brain  functions.  It  can  produce  a  reliable  o 
come  despite  unreliable  parts.  Our  brains  function  relia 
even  though  individual  neurons  constantly  misfire  or  < 
Also,  like  neurons,  the  computing  power  of  each  bacterii 
small  compared  to  silicon  transistors,  but  the  sheer  numi 
overcomes  lack  of  speed. 

Knight,  who  also  teaches  computer  science  at  MIT,  s 
bacterial  computing  could  eventually  control  chemi 
processes,  regulating  production  to  change  with  demand 
climate.  Within  a  few  decades  he  envisions  that  scientists  \ 
program  plant  cells  as  well  as  bacteria.  "You  could  progr 
when  crops  will  ripen  and  give  them  information,  like  t 
there's  a  drought  coming,"  explains  Knight.  "Or  you  mi 
program  them  to  mature  in  a  staggered  way,  so  they  are  h 
vested  during  the  week  and  farmers  get  the  weekend  off." 

This  isn't  all  just  pie-in-the-sky  stuff.  Already,  DuPoi 
bacterial  genomics  group,  led  by  Ethel  Jackson,  is  combin 
enzymes  from  different  bacteria  to  create  new  experimer 
bacteria  that  can  turn  cheap  molecules  into  valuable  or 
Jackson's  group  has  shown  that  refitted  bacteria  can  \o\ 
the  cost  of  making  complex  polymers,  such  as  animal  f< 
and  components  of  nylon  and  polyester. 

Knight's  research  is  so  promising  that  one  of  the  origi 
hinders  of  the  Internet,  Defense  Advanced  Research  Proje 
Agency  (DARPA),  has  provided  Knight  with  a  $5  million  gr 
to  develop  a  library  of  proteins  that  catalogs  which  gei 
each  protein  turns  on  and  off.  The  library  would  serve  a 
guide  for  engineers  who  want  to  program  reactions, 
telling  them  which  proteins  they  can  mix  and  match. 

Of  course,  there  are  obstacles  to  realizing  Knight's  gra 
vision.  The  speed  at  which  bacteria  can  process  is  uncle 
Even  a  billion  bacteria  can't  match  the  speed  of  a  Pentii 
processor.  And,  if  a  bacterial  culture  dies,  there's  no  way 
reboot  it. 
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Chicago 


Miami  Beach 


Washington,  D.C. 


New  Orleans 


Las  Vegas 

"A  steakhouse  to  end  all  arguments." 

-  NY  Times 

"The  quintessential  New  York  City  steakhouse." 

-  Gourmet 


"...perhaps  the  best  sirloin  of  my  life..." 

-  Chicago  Tribune 


Smith  &  Wollensky 

49th  St.  &  3rd  Ave.  (212)  753-1530 

vww.smithandwollensky.com 


Smith  &  Wollensky  warmly  welcomes  the  American  Express®Card. 


Cards 


FreeMarkets'  Glen 
Meakem  has  developed 
an  immunity  to 


few  years  ago  amid 
overblown  hopes  they'd 
transform  business 
overnight.  Then  came 
pessimism  that  they 
wouldn't  change  anything 
ever.  Wrong  again. 


BY  NEIL  WEINBERG 

SUCCESS  OFTEN  COMES  TO  THOSE  WHO  DO  WHAT'S 
not  supposed  to  work.  Consider  how  bond  exchange 
TradeWeb  fell  into  it.  For  decades  pension,  mutual 
fund  and  other  institutional  money  managers  in  the 
market  for  bonds  had  to  work  the  telephone,  calling  several 
brokerage  firms  for  prices.  These  salespeople  contacted  their 
trading  desks,  which  relayed  prices  back  to  the  salespeople, 
who  passed  them  on  to  the  investor.  The  process  often  took 
so  long  the  prices  were  no  longer  current  by  the  time  the  in- 
vestor received  them. 

TradeWeb,  by  contrast,  enables  a  bond  buyer  to  request 
quotes  for,  say,  $50  million  in  Treasuries  from  five  brokers  si- 
multaneously. Prices  pop  up  in  ten  seconds  on  average  and 
are  updated  1  million  times  a  day.  The  fund  manager  clicks 
on  the  most  appealing  offer  and  receives  confirmation  a  sec- 
ond later.  Monthly  cost  to  buyers:  as  little  as  $100  per  user — 
less  than  it  costs  to  buy  many  of  them  a  fancy  lunch. 

Convenient  as  it  is  for  buyers,  TradeWeb  came  to  life  as 
much  out  of  fear  as  out  of  efficiency.  For  brokers,  electronic 
ordering  systems  threatened  to  squeeze  already  thin  margins 
even  further.  But  unlike  the  new  digital  startups  that  sought  to 
eliminate  established  intermediaries,  TradeWeb  was  created 
with  the  aim  of  maintaining  the  status  quo.  TradeWeb  helps 
existing  bond  brokers  and  dealers  do  their  jobs  faster.  The  site 
was  launched  in  1998  as  the  brainchild  of  James  Toffey,  a  no- 
nonsense  former  head  of  e-commerce  at  Credit  Suisse  First 
Boston,  with  financing  from  his  former  employer,  Lehman 
Brothers  as  well  as  Salomon  Smith  Barney  and  Goldman  Sachs. 

Since  its  inception,  the  firm,  housed  half-way  up  New 
York's  World  Trade  Center,  has  done  over  $6  trillion  in  vol- 


ume. It  now  handles  $25  billion  in  bonds  a  day  in  Treasur 
agencies,  mortgage-related  products  and  commercial  paj 
The  site  accounts  for  10%  to  15%  of  the  customer  marke 
some  800  buy-side  institutions — and  volume  is  growing  o 
300%  annually.  More  impressive  still,  nine  dealers  who 
not  own  equity  in  it,  including  Bear  Stearns  and  UBS  W 
burg,  are  trading  there. 

"We  knew  from  the  start  the  risk  was,  on  the  one  ha 
that  nobody  would  have  a  vested  interest  in  doing  busir 
here  and,  on  the  other,  that  the  interest  would  be  so  ves 
only  the  owners  showed  up,"  says  Toffey. 

It  wasn't  supposed  to  be  this  way.  When  business-to-bi 
ness  Web  commerce  arrived  a  few  years  ago,  hard-and-l 
rules  arrived  with  it.  Neutral  exchanges,  tied  to  neither  bu> 
nor  sellers,  were  the  rage.  Set  one  up,  charge  users  tolls  £ 
retire  by  30,  went  the  thinking. 

When  many  of  these  exchanges  starved  for  business, 
thinking  shifted:  Lure  liquidity  by  dishing  out  equity  to 
industry  players.  Many  of  the  exchanges  have  either  collap 
or  are  still  struggling.  It  is  no  easy  matter,  it  turns  out,  to 
vise  a  system  in  which  archrivals  share  power  and  feed  tr 
trade  secrets  into  a  set  of  commonly  used  computers. 

As  the  hype  peters  out,  the  survivors  have  taken  a  more 
alistic  view  of  business  on  the  Web.  Instead  of  creating  disri 
tive  Internet  marketplaces,  industry-backed  and  neutral 
changes  are  now  pitching  themselves  merely  as  Net  chanr 
for  distribution.  Many  are  also  using  their  software  exper 
to  streamline  supply  chains,  as  at  Dell  and  Cisco.  Or  they 
mixing  and  matching  models  to  fit  their  markets.  TradeVN 
for  example,  is  seller-owned  but  neither  makes  markets  it 
nor  limits  the  rights  of  nonowners  to  do  so. 
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MANY  LEADING  BANKS 
REPRESENT  THEMSELVES  AS  SAFE,  STABLE 
FINANCIAL  INSTITUTIONS. 


AND  THEN  THEY  DISAPPEAR. 


OVER  5,900  HAVE  DISAPPEARED  SINCE  1985. 

Big  batik  mergers  may  benefit  stockholders,  but  management  services  to  wealthy  families  for 
what  about  substantial  clients  concerned  with  the  nearly  a  century.  We  are  privately  owned,  with  a 
continuity  of  their  relationship  unique  breadth  of  investment, 

that  will  span  generations? 

Such  individuals  are  better 
served  by  the  stability  of  private 
ownership,  long-term  focus  and  a 
commitment  as  substantial  as 
their  fortunes. 

Bessemer  has  offered  wealth 


NUMBER  OF  l\M  K!  I)  COMMERCIAL 
BANKS  &  TRUST  COMPANIES 


16000 

1/1/86 

12/31/99 

12000 

9000 

85    87    89  91 

93  95 

97  99 

fiduciary  and  tax  expertise. 

If  you  have  $10  million  or 
more  to  invest  and  would  like  to 
learn  more  about  Bessemer  and 
receive  a  copy  of  "A  Guide  to 
Investing  for  the  Wealthy, "  please 
write  or  call. 


Bessemer  Trust 

ENHANCING  PRIVATE  WEALTH  FOR  GENERATIONS 


New  York 

Wendy  Mills 
(212)  708-931  "5 

Dallas 

David  Holmes 
(214)  981-9401 


Woodbridge,  NJ 

Anthony 
Campanile 
(732)  694-5469 


Washington,  D.C. 

Thaddeus  Shelly 
(202)  659-3330 


Palm  Beach 

Jo  Ann  Engelhardt 
Russell  O'Brien 
(561)  655-4030 


Miami 

leffrey  Pfleger 
(305)  372-5005 


Chicago 

David  McNeel 
Bruce  Wojack 
(312)  220-9898 


San  Francisco 

Robert  Vanneman 
(415)  291-1810 


Menlo  Park 

Suzanne  Killea 
Chris  Hawkins 
(650)  233-9202 


Naples 

Stanley  Bodell,  )r. 
(941)  435-0034 

Los  Angeles 

Jack  Walston 
(213)  892-0900 


Atlanta 

William  Rau 
Darren  Wilcox 
(404)  965-9300 

London 

Al(  hi  Kasha 
011-44-207-290-9300 


630  Fifth  Avenue,  New  York,  New  York  101 1 1 
www.bessemer.com  •  wealth@bessemer.com 


Despite  the  carnage  in  B2B  stocks, 
IDC  estimates  that  the  real  value  of 
goods  and  services  bought  and  sold  on- 
line will  grow  83%  this  year,  from  $282 
billion  a  year  ago  to  an  estimated  $516 
billion — and  this  figure  excludes  the 
value  of  futures,  multiyear  contracts 
and  financial  products,  like  those  sold 
on  TradeWeb.  Stand-alone  market- 
places are  expected  to  do  just  one-tenth 
of  the  business  this  year. 

Toffcy  attributes  TradeWeb's  success 
to  a  clear  focus  on  being  an  online 
bond  exchange  where  broker-dealers 
and  institutional  clients  can  meet,  pe- 
riod. That  has  meant  shunning  the 
temptation  to  overinvest,  overdiversify 
or  let  costs  spiral  out  of  control. 

"We're  three  years  old  and  100  peo- 
ple, and  handling  hypergrowth  is  our 
biggest  challenge,"  he  says.  "I  can't  imag- 
ine how  sites  that  went  from  zero  to  300 
people  almost  overnight  thought  they 
could  cope  with  it  and  not  lose  focus." 

Another  universal  B2B  rule:  Work 
with,  not  against,  the  existing  order.  Give 
an  industry  a  way  to  share  the  spoils  of 
new  efficiencies  and  an  exchange  stands 
a  fighting  chance  of  surviving.  But  try  to 
disrupt  existing  market  relationships 
and  displace  participants  with  new  tech- 
nology, and  you're  likely  doomed.  That's 
why  many  early  neutral  sites,  including 
stalwarts  VerticalNet  and  Ventro,  have 


man  uploaded  his 
data  to  the  Web. 
Clients,  already  used 
to  reading  his  credit 
(axes,  hopped  on  the 
Net  in  droves  to  get 
the  same  data  faster. 

The  response  was 
so  rousing,  Workman 
thought  he  could 
trade  seafood  itself 
online.  He  brought  in 
$42  million  in  venture 
capital  and  hired 
programmers  to  de- 
velop a  trading  sys- 
tem. But  shortly  after 
GoFish.com  actually 
opened  for  trading 
business,  his  exchange 
was  like  a  ghost  town. 
Many  seafood  firms 
and  restaurants  admitted  that  they  ini- 
tially signed  up  out  of  fear  or  curiosity. 
They  never  actually  wanted  to  eliminate 
the  salespeople,  credit  analysts  and  other 
support  staffers  GoFish.com  would  have 
made  redundant.  In  the  end,  old  ways 
won  out  over  efficiency. 

"It's  incredibly  frustrating.  We  de- 
veloped a  way  to  save  the  industry  tons 
of  money,  but  there's  just  no  way  to 
force  it  to  change,"  admits  Workman. 
"Fear  of  extinction  wasn't  the  way  to  get 


Neal  Workman's  Gof ish.ct 
offered  efficiency,  but  m 
end  up  sleeping  w 
the  f  ish< 


"Fear  of  extinction  wasn't  the  way  to  get 
long-term  buyers  in  this  business." 


recast  themselves  as  process  improve- 
ment software  vendors. 

In  this  way,  Amazon.com  may  find 
its  greatest  success  in  B2B,  not  B2C.  Toys 
"R"  Us  uses  Amazon.com's  infrastruc- 
ture to  sell  toys  online;  Borders  does  the 
same  with  its  books  and  CDs.  Instead  of 
trying  to  put  retailers  out  of  business, 
Amazon  may  be  better  off  serving  as 
their  Web  distributor. 

Improving  processes  is  not  always 
welcomed  either,  as  GoFish.com 
founder  Neal  Workman  discovered.  His 
fresh-fish  B2B  marketplace  grew  out  of 
the  credit-report  fax  service  he  founded 
in  Portland,  Me.  in  1985.  In  1997  Work- 


long-term  buyers  in  this  business." 

Now  GoFish  itself  faces  extinction. 
Workman  has  shut  down  the  exchange 
and  laid  off  30  of  his  91  staffers.  Al- 
though his  old  credit-data  service,  now 
online,  is  profitable,  outside  investors 
want  a  return  on  their  money,  and 
Workman  has  put  GoFish  up  for  sale. 

Glen  Meakem,  founder  of  FreeMar- 
kets,  one  of  the  biggest  successes  among 
exchange  operators,  struggled  with  sim- 
ilar demons  early  on. 

When  he  set  up  FreeMarkets  in 
1995,  its  first  customer  got  her  appli- 
ance firm  to  test  FreeMarkets'  auction 
software  on  a  $4  million  materials 


order.  It  cut  18%,  or  $700,000,  fr< 
what  the  appliance  maker  expected 
pay.  Meakem  figured  he  and  his  cli 
would  be  heroes.  Instead,  higher-up: 
the  client  cut  FreeMarkets  off. 

"The  antibodies  from  purchas: 
attacked  us,"  recalls  Meakem.  "A  lol 
people  felt  very  threatened." 

Refining  his  model,  Meakem  n 
works  with  buyers,  charging  them 
to  3%  of  the  value  of  what  they  soui 
Then,  to  prove  its  worth,  FreeMark 
helps  clients  benchmark  wl 
they  pay  for  materials  throu 
its  exchanges  against  histori 
and  prevailing  prices.  The  co 
pany  claims  to  have  saved  clie 
20%  on  $21  billion  in  purchases. 

FreeMarkets  is  the  antithesis  of 
dot-com  that  puts  up  a  Web  site  a 
waits  for  business  to  roll  in.  It  empl 
600  people  to  find  and  qualify  new  si 
pliers,  send  out  requests  for  propo< 
and  help  users  learn  its  system.  Its  pi 
lie  auctions  are  complex  undertakir 
It  supplies  coal  companies,  for  examj 
with  algorithms  to  calculate  whethe 
pays  to  bid  a  bit  more  for  coal  tl 
burns  more  efficiently  in  their  boil 
and  uses  fewer  emissions  credits. 

Ultimately,  FreeMarkets  lets  ci 
tomers  decide  how  to  use  its  technolc 
whether  in  public  auctions  or  priv 
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ARBAl )( )S 

The  Investor's  Paradise 


Financial  Services 
Information  Technology 

Manufacturing 


Seeking  a  prime  location,  BARBADOS  offers 

Low  tax  regime 

Modern  telecommunications  network 
Highly  skilled  and  productive  workforce 
Reliable  infrastructure 
Excellent  quality  of  life 
Pro  business  government 


ply  chains.  Then  it  implants  itself 
p  into  a  client's  infrastructure  to 
ce  it  work. 

[n  working  with  industrial  equip- 
lt  maker  Eaton  Corp.,  FreeMarkets 
s  private  auctions  with  suppliers.  It 
ws  Eaton  to  preselect  trading  part- 
,  eliminating  the  risk  of  striking  deals 
i  unreliable  firms  and  helping  the 
1  save  3%  to  30%  in  procurement 
s.  Says  Stanley  Mickens,  Eaton's  vice 
;ident  of  purchasing,  "These  tech- 
nics are  enabling  us  to  reach  out  and 
the  best  suppliers,  not  only  in  Ohio 
he  Midwest  but  globally.  They're 
nking  the  world  for  procurement." 
3ne  of  the  failings  of  early  B2B  ap- 
ations  was  that  they  focused  too 
:h  on  transactions  and  lowering 
s.  An  Ariba  catalog-entry  system, 
example,  only  provided  space  for  a 
-character  description.  And  there 
no  product  presentment  or  post- 
saction  information-sharing  capa- 
y.  That  might  have  worked  for  buy- 
paper  clips  and  spare  parts  but  was 
ily  the  way  to  bond  with  strategic 
pliers.  According  to  Jupiter  Media 
rix's  Jon  Gibs,  the  software  worked 
ommoditize  the  supplier  and  actu- 
eroded  buyer-seller  relationships. 
Rusty  Braziel,  founder  of  successful 
rgy  exchange  Altra,  now  heads  a 
tpany  called  Netrana,  whose  soft- 
s,  called  SpotMaker,  uses  a  peer-to- 
'  system  to  foster  buyer-seller  inter- 
ns. Rather  than  focus  on  execution, 
srs  and  sellers  essentially  haggle  on- 
,  pushing  "transactions"  back  and 
h  until  a  deal  is  struck,  just  as  you 
ild  in  a  face-to-face  negotiation.  Un- 
most  B2B  exchanges,  there  is  no  cen- 
server  in  the  middle,  and  neither 
ty  controls  the  technology  or  the 
is  of  the  deal  from  the  outset. 
Df  course,  having  a  loyal  set  of  cus- 
ers  before  you  introduce  technol- 
is  a  big  plus. 

Monroe  (Moe)  Jubitz  got  the  idea 
Dial-A- Truck  Inc.  23  years  ago, 
:hing  drivers  use  a  bulletin  board  at 
Oregon  truck  stop  to  match  rigs 
l  cargo.  In  the  1980s  he  set  up  a  sys- 
in  truck  stops  that  used  airport 
lge  screens.  A  fax  service  followed. 


The  Internet  was  a  natural  fit.  So  nat- 
ural that  a  slew  of  rival  sites  popped  up. 
Some  started  from  scratch.  Others  threat- 
ened to  eliminate  the  brokers,  who  for 
decades  had  matched  trucks  with  cargo. 

In  contrast,  Dial-A- Truck,  renamed 
DAT  Services,  had  truckloads  of  orders. 
Its  vision  for  the  Internet  was  evolution- 
ary: Use  it  to  give  truckers,  customers 
and  brokers  a  quick  and  cheap  way  to 
pair  up.  Web  rivals  like  GoCargo,  Trans- 
portal  and  Freightwise  have  run  out  of 
gas.  Now  the  vast  majority  of  DAT  Ser- 
vices' 100,000  daily  load  matches,  by 
17,000  customers,  are  via  DAT.com. 

Energy  company  Enron  is  another 
successful  B2B  entrant  that  was  well  es- 
tablished before  it  went  online.  The 
Houston-based  firm's  Web  site,  Enron- 
Online,  lists  13  commodities  it  trades  in, 
ranging  from  electricity  to  weather  de- 
rivatives, and  more  than  1,600  products. 
Rather  than  serve  as  matchmaker,  Enron 
is  either  the  buyer  or  seller  for  each  trans- 
action. The  Web  is  merely  a  new  way  for 
Enron  to  transact  business  in  markets 
the  company  already  has  interests  in. 

It  also  helps  that  Enron  has  $100  bil- 
lion in  revenues  and  $32  billion  in  mar- 
ket capitalization.  To  get  its  pulp-and- 
paper  market  off  the  ground,  Enron 
bought  paper  and  newsprint  mills.  With 
a  physical  supply  in  place,  EnronOnline 
has  begun  offering  spot  and  futures 
prices  where  none  existed  before. 

EnronOnline  has  done  more  than 
1.3  million  transactions  to  date.  Trading 
volume  is  now  running  at  about  5,600 
transactions  a  day,  worth  $3.5  billion.  "A 
lot  of  B2B  exchanges  just  launched  them- 
selves into  the  Internet  cloud  and  hoped 
they'd  attract  liquidity,"  says  Greg  Piper, 
chief  executive  of  Enron  NetWorks.  "We 
already  had  people  calling  us  for  bids 
and  offers,  so  EnronOnline  just  super- 
charged the  whole  system." 

The  most  enduring  lesson  from  the 
rise  and  fall  of  B2B  mania  is  that  the 
rules  of  business  really  haven't  changed 
much  at  all.  This  comes  as  no  surprise 
to  those  who  are  actually  making  Web 
commerce  work.  Now  these  companies 
may  soon  surprise  the  rest  of  the  world 
with  how  much  they  can  accomplish 
when  they  do  things  right.  F 
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•  First  Paycheck 


How  many  recessions  and  tax  law  changes  will  occur  between  your  first  job  and  your  last?  Who  knows?  How  d 

offer  such  a  diverse  range  of  investment  and  plai 
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It's  All  Geek  to  Me 


Do  the  phrases  coming  out  of  your 
ClO's  mouth  leave  you  nodding  in 
agreement,  without  a  clue?  Here's  a 
guide  to  the  technobabble. 


L 


BY  NIKHIL  HUTHEESING 

ARRY  KINDER,  THE  GLOBAL  CHIEF  INFORMATION  OFFICER 
of  Cendant,  remembers  well  die  confusion  he  caused  when 
I  he  addressed  some  of  Cendant's  25  business  unit  leaders  re- 
cently to  talk  about  capital  expenditures  for  technology. 

"I  mentioned  that  we  would  be  opening  up  Cendant's  tech- 
nical architecture  to  wireless  platforms,"  says  Kinder.  The  room 
fell  silent,  and  concern  washed  over  the  meeting.  Architecture? 
Wireless  platforms?  Instead  of  asking  for  an  explanation,  the 
business  leaders  and  Cendant's  CFO,  interpreted  "architecture" 
to  mean  "infrastructure,"  something  completely  different  in 
technology  vernacular.  "They  thought  I  was  talking  about 
something  expensive,"  says  Kinder.  "They  thought  I  wanted  to 
design  a  La  La  Land  project  that  would  be  a  money  pit." 

But  Kinder  was  using  the  word  "architecture"  to  refer  to 
developing  an  overall  strategy  and  design  that  didn't  involve 


big  expenditures  on  new  servers  and  software.  His  pi; 
would  utilize  existing  systems  and  actually  lower  the  cost 
running  the  company's  network. 

Such  misunderstandings  are  one  reason  why  30%  of  tec 
nology  projects  begun  by  companies  in  the  U.S.  are  cancell 
before  completion,  costing  the  American  economy  more  th 
$75  billion  per  year.  How,  for  instance,  can  a  chief  executi 
decide  whether  to  invest  capital  in  a  "routing-switch  platfoi 
(RSP)  that  has  an  MPLS-enabled  ATM  core  switch"  if  he  or  s 


When  the  CIO  says: 
3G  


He  means: 


The  third  (next)  generation  of  wireless  networks  designed  to  carry  video  and  other  data  to  handheld  device 

Technology  used  to  transfer  voice  and  data  over  the  same  line. 

A  software  provider  that  rents  software  to  you  through  a  Web-based  service. 

Not  the  10th-century  Viking  king,  but  a  wireless  short-range  networking  technology. 

Refers  to  people  who  carry  handhelds  and  are  bombarded  by  information. 

Software  that  analyzes  purchases  and  sales  calls  to  get  insight  into  customer  behavior. 

Fiber-optic  cables  that  have  been  laid  but  are  not  yet  being  used. 

A  networking  protocol  that  allows  Internet  addresses  to  be  dynamically  allocated  to  Windows  PCs. 
Computing  that  involves  multiple  PCs  running  applications  over  a  network,  usually  without  a  central  server 
Using  software  to  sift  through  a  list  of  e-mail  addresses  to  find  potential  customers. 
A  Web  site  that  offers  data  analysis  tools. 

Software  that  connects  a  company's  internal  computer  systems  with  those  of  their  suppliers. 

A  desktop  computer  that  handles  most  of  the  processing,  as  opposed  to  a  server  on  a  network. 

A  portal  that  offers  general  services  and  information,  such  as  Yahoo. 

The  ability  of  the  wireless  carrier  to  rapidly  identify  the  physical  location  of  its  users. 

E-commerce  via  a  wireless  network. 

A  wireless  device,  such  as  a  cell  phone  or  a  Palm  PDA. 

Developing  prototypes  for  software  development. 

Switching  your  corporate  network  from,  say,  a  Microsoft-based  system  to  a  Sun-based  system. 
Making  sure  a  client  gets  one  of  the  top  result  listings  when  a  consumer  uses  a  search  service. 
A  way  for  applications  to  communicate  over  the  Internet  regardless  of  the  application's  software  or  hardwar 
Getting  visitors  to  a  Web  site  to  use  a  number  of  services  or  products. 

The  standard  for  building  an  electronic  directory  to  locate  customers  and  suppliers  over  the  Internet. 


AOSL(  asymmetric  digital  subscriber  line)  

ASP  (application  service  provider)  

Bluetooth  

Continuous  partial  attention  

CRM  (customer  relationship  management) 

Dark  fiber  

DHCP  (dynamic  host  configuration  protocol)  . . 

Distributed  computing  

E-mail  prospecting  

Enterprise  information  portal  

ERP  (enterprise  resource  planning)  

Fat  (or  thick)  client  

Horizontal  portal  

Location-based  services  

M-commerce  

Mobile  client  

RAD  (rapid  application  development)  

Replarforming  systems  

Search-engine  optimization  

SOAP  (simple  object  access  protocol)  

Touchpoints  

UDDI  (universal  description  

discovery  and  integration) 

Vertical  marketplace  

Vertical  service  provider  

WAP  (wireless  application  protocol)  

WASP  

XML  (extensible  markup  language)  

Zettabyte  

For  more  CIO  speak,  visit  www.forbesbest.com 


A  B2B  exchange  for  a  particular  industry. 

Like  an  ASP  except  that  the  products  and  services  it  offers  are  specialized  to  specific  industries. 
A  communications  standard  for  the  wireless  Web. 
An  ASP,  but  one  that  provides  its  services  wirelessly. 

A  language  that  lets  you  customize  existing  Web-programming  languages.  It's  the  current  standard. 
IDC  says  that  by  2010  companies  will  need  a  zettabyte  (I  sextillion  bytes)  of  disk  storage. 
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n't  understand  those  terms? 

argon,  of  course,  has  always  been  a  problem  when  it 
es  to  communication  between  companies  in  different 
istries.  But  the  prevalence  of  desktop  technology  and 

usage,  coupled  with  the  rise  of  technology  officers  in- 
companies,  has  unleashed  the  dreaded  technobabble 
1  the  back  office  into  the  executive  suite, 
tow  companies  employ  consultants  like  Joan  Lowery,  di- 
>r  of  media  training  at  San  Rafael,  Calif.-based  Executive 
lmunications,  to  teach  CIOs  how  to  speak  in  English,  and 
ach  top  executives  how  to  understand  what  the  CIOs  are 
lg.  "Over  the  past  two  years  my  business  has  tripled,"  says 
ery.  "Many  executives  really  feel  that  they  need  to  under- 
i  what  all  this  technology  jargon  means." 
toil  Dipple,  Internet  protocol  development  manager  at 
tel  Ebusiness  Solutions  (Internet  protocol  is  the  method 
rhich  data  is  sent  from  one  computer  to  another  over 
nternet),  can't  keep  himself  from  speaking  in  jargon.  As 
We  develop  switched  networks  with  dedicated  copper 
ie  desk  and  run  Ethernet  from  there  on  in."  After  a  few 
nents  of  silence,  he  explained  that  what  he  meant  to  say 
that  Alcatel  builds  high-speed  computer  networks, 
tinuing  the  conversation,  Dipple  said,  "Even  wireless 
>hones  can  run  on  a  converged  network."  Translation: 
:ompany's  network  can  run  voice  and  data  at  the  same 

on  the  same  system. 

)ipple  says  that  most  of  the  nontechnical  executives  he 


deals  with  won't  admit  they  don't  know  the  lingo.  They're 
too  embarrassed  to  ask  for  explanations,  so  they  never  get 
up  to  speed.  That  can  be  dangerous.  A  few  years  ago,  for  ex- 
ample, banker  SG  Warburg  was  screening  the  products  of  a 
number  of  technology  vendors.  During  their  presentations, 
the  SG  Warburg  executive  asked  each  vendor  if  its  router 
supported  the  ATCF  protocol.  The  salespeople  all  answered 
"Of  course,  it  supports  every  protocol."  All  except  Dipple. 
He  had  a  technical  background  and  so  he  told  the  executives 
he  would  have  to  find  out. 

That  answer  got  Alcatel  the  business.  Turns  out  that 
ATCF  didn't  stand  for  any  protocol,  but  rather  for  "as  the 
crow  flies."  SG  Warburg  chose  Alcatel  because  it  wanted  a 
vendor  that  wouldn't  try  to  keep  it  in  the  dark  by  hiding  be- 
hind technical  lingo. 

Sometimes  even  IT  people  are  bewildered  by  it  all.  An- 
drew Borrows,  the  chief  marketing  officer  at  Apogee  Net- 
works, surveyed  IT  managers  at  its  client  companies,  asking 
them  questions  about  specific  types  of  software  and  hard- 
ware. He  found  that  67%  of  the  IT  executives  he  polled  ad- 
mitted they  often  didn't  know  the  meaning  but  pretended 
to  understand,  rather  than  confess  ignorance. 

But  it's  better  to  be  ignorant  than  broke.  The  dot-com 
disasters  should  make  it  easier  for  nontechnical  managers 
to  ignore  the  latest  techno-talk.  Drinking  the  Kool-Aid  and 
then  speaking  in  tongues,  we  now  know,  can  be  hazardous 
to  your  company's  financial  health.  F 


In  September  2001 , 

private  elevators  will  run  from  exclusive  suites 

to  a  place  where  meetings  flow  effortless  It),  a  dedicatee!  concierge  meets 
evertj  need  and  even  the  most  serious  GEO  flash  es  a  smne. 


A  CON  RAD"  HOTEL 


[£  Executive  Meeting  Center  &  Starlight  Roof.  A  towering  city  block-wide  venue.  100  East  50th  Street,  New  York 
For  your  next  meeting,  contact  the  Towers  Sales  Manager  at  212-872-4800. 
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WEB  LAB 


EDITED  BY  DOLLY  SETT 


TEST: 


Monitor  activity  in  your  home  via  the  Web. 


 o 
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methodology:  Xanboo  wants  to 
make  Big  Brothers  of  us  all  bv  provid- 
ing a  Web -based  home  surveillance 
system  that  allow  s  you  to  see  and  hear 
activity  in  vour  home  over  any  com- 
puter. Fventuallv  you  will  also  be  able 
to  use  Xanboo  to  turn  on  lights,  set  the 
thermostat  and  close  your  garage 
door.  We  set  up  its  system  in  about  ten 
minutes.  We  plugged  the  small  camera 
into  a  control  console  that  linked  to 
our  computer,  then  activated  three 
sensors  we  d  placed  on  a  door,  window 
and  under  the  kitchen  sink  Uo  check 
for  leaks).  Next,  we  set  up  an  account 
for  $10  a  month,  which  cave  us  our 


era 


own  Web  page  from  which  to 
monitor  the  activity  and  motion- 
detection  devices  on  the  cameras. 
The  next  day  we  waited  at  the  of- 
fice  for  a  "trigger  event."  Sure 
enough,  when  the  housepainter 
came  into  our  kitchen  to  pick  up  a 
i heck  we'd  left  for  him,  we  re- 
ceived an  e-mail  that  said  "Clam 
I  motion  sensoi  triggered,"  with  a 
hvperlink  to  a  series  of  video  captures 
of  the  event.  ( Notifications  can  also  be 
sent  to  cell  phones,  pagers  or  PDAs.) 
l  ater,  we  watched  our  son  come  home 
from  school. 
EXPERIENCES: 
Pros: 

►  Inexpensive:  The  basic  system,  in- 
cluding color  camera,  control  console 
and  three  sensors  (all  sold  individu- 
ally), costs  $lt>0.  Annual  $120  fee  is  less 
than  most  home-surveillance  systems. 

►  You  can  program  cameras  and  sen- 
sors to  activate  and  connect  to  the  Web 
ten  minutes  into  the  future,  so  when 


vou  run  in  for  your  forgotten  car  k< 
you  won't  set  off  the  motion  detect! 

►  Notifications  oi  "trigger  events" 
sent  instantly. 

►  Video  snapshots  can  be  captured  . 
downloaded,  then  forwarded  by  e-n 
to  family  or,  it  need  be,  the  police 
your  insurance  company. 

Cons: 

►  It  \  on  don't  have  a  high  speed  phi 
line  or  cable- modem  connection,  y» 
computer  must  be  lett  on  and  onlin 

►  Eyesore:  The  cameras  have  th 
wires  that  run  from  the  place  you  w 
to  monitor  to  the  control  console. 

►  Audio  Sensor  didn't  register  a  chi 
scream  a  tew  teet  away. 
RECOMMENDATION: 

As  a  security  system,  Xanboo  lea 
much  to  be  desired.  Those  that  alert 
police  directly  are  more  effective  tl 
its  e-mail  alert  system.  New  appli 
tions  may  make  Xanboo  more  de: 
able:  In  the  meantime,  voyeurs  can  1 
a  Webcam  for  $30.  — Celm  Bh 


►  TEST: 


View  a  digital  photo  on  a  PalmPilot. 


METHODOLOGY: 

FireYiewer's  free  software  lets  vou  convert  diagrams,  archi- 
tectural plans,  photos  or  even  v  ideos  for  viewing  on  a  PDA. 
The  software  works  with  images  saved  in  popular  file  for- 
mats, like  GIF  or  1PHG.  First,  we  went  to  www.tireviewer.com 
and  downloaded  the  software  to  our  Palm  111,  via  our  iMac. 
lo  convert  the  1PFG  tile  of  a  digital  photo  from  our  vacation 
in  Alberta  to  a  Palm-compatible  rile,  we  clicked  on  the  Con- 
vert tab  on  the  top  of  the  home  page.  The  site  lets  v  ou  search 
your  local  driv  e  for  the  IPEG  and  after  clicking  Convert  and 
Download,  the  new  Palm-compatible  version  is  transferred 
to  vour  desktop.  Then  we  simply  HotSvnced  the  tile  to  our 
Palm  and  opened  it  with  FireYiewer.  Total  time:  3  minutes. 
EXPERIENCES 
Pros: 

►  Can  view  images  as  large  as  44-bv -44  feet.  Allows  vou 
to  mov  e  around  the  image  bv  dragging  vour  stvlus  across  the 
screen,  showing  a  small  part  at  a  time.  You  can  also  click  on 
an  icon  on  the  top  of  the  image  to  make  it  screen  size. 

►  Cood  picture  resolution — almost  as  good  as  on  our  iMac. 

►  Can  beam  images  to  another  PDA. 


►  100  free  maps  av  ailable  to  dow  nload  from  the  site. 

►  You  can  share  riles  with  others  via  die  Web  site. 

►  User's  manual  is  available  as  a  PDF  file. 
Cons: 

►  Fats  up  memorv:  282 
kilobytes,  plus  picture 
files  that  are  often  large. 

►  The  conv  ersion  soft- 
ware didn't  work  for 
some  formats,  such  as 
Microsoft  Word  docu- 
ments or  E-Fax  riles. 

►  It's  tedious  scrolling 
around  verv  large  images  on  a  small  screen. 
RECOMMENDATION: 

Fun  for  viewing  and  beaming  personal  photographs,  but 
difficult  to  navigate  large  plans  and  maps  on  the  small  sere 
Parent  Firepad  sells  a  business  version  that  has  the  abilitv 
send  images  and  streaming  video  wirelesslv  to  multiple  e 
ployees'  PDAs.  It  costs  $3,000  for  a  ten-user  license,  or  $2,: 
for  a  per-CPl"  license.  — Chana  Schoenbei 
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There's  no  better  word  for  the 
purchasing  power  you'll  acquire 
when  you  access  Thomas  Register 
online  at  wwwThomasRegister.com. 
More  than  just  an  information 
source,  ThomasRegister.com  is  an 
all-in-one  tool  that  lets  you  make 
your  TRansactions  online! 

^J^ith  a  proven  TRack  record  of 
success  dating  back  to  1906,  the 
world's  most  comprehensive 
industrial  resource  directory  is 
now  the  world's  most  TRusted 
industrial  purchasing  tool... 
year  after  year. 

No  other  single  source  gives 
you  information  this  current  and 
complete.  Only  Thomas  Register 
brings  you  all  the  manufacturers 
and  suppliers,  all  the  products 
and  services,  all  the  catalogs  and 
contacts... and  now  you  can  access 
them  all  online  —  FREE! 


Thomas  Register 

industry,  answers,  results.  ^ 


Find  it.  Source  it.  Buy  it  at  www.ThomasRegister.com 
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B2B:  The  Best  is  Yet  to  Be 


BY  ALBERTO  VILAR 

jfjjffft    \  I  R  I  HE  NEX  l  Dl  <  A I  »E,  UP  I  ( )  I  )NE  HA1  F  01  Mi 

business  between  businesses  is  likely  to  be  clone 
H  over  the  Internet,  which  will  link  companies  with 
«i  JEB  their  suppliers  and  customers  in  a  highly  efficient 
^mjpr  way.  B2B  is  where  the  action  will  be,  creating  vast 
cost  savings  for  businesses.  Companies  that  learn  how  to  use 
the  Internet  effectively  will  prosper;  those  that  don't,  will  fall 
by  the  wayside. 

B2B  software  is  the  natural  evolution  of  enterprise  soft- 
ware, which  has  long  been  used  to  improve  business  processes 
and  reduce  inefficiencies.  But 


Focusing  on  the  short 
run,  the  market  is  giving 
farsighted  investors  an 
opportunity  to  cash  in 
on  the  B2B  future. 


even  bigger  inefficiencies  re- 
main, in  that  much  business 
is  still  done  the  old-fashioned, 
nonelectronic  way  between 
different  companies  within 
the  same  industry.  This  is  one 
of  the  big  problems  that  B2B 
software  will  attack. 

Early  stage  B2B  software 
was  used  to  electronically 
match  buyers  and  sellers  of  nonoperating  resources,  such  as 
office  supplies.  The  new  generation  of  B2B  software  will 
reach  into  every  aspect  of  a  company's  value  chain  and  sig- 
nificantly improve  operations  by  electronically  streamlining 
product  design,  demand  planning,  strategic  sourcing,  fi- 
nancing, logistics,  contract  management  and  settlement.  The 
savings  in  clerical  and  managerial  costs  will  be  tremendous. 

B2B  starts  with  strategic  sourcing  to  help  buyers  determine 
what  they  need,  from  whom  and  under  what  conditions.  It 
moves  to  e-procurement,  which  optimizes  prices  for  materi- 
als, and  to  supply  chains  that  process  raw  materials  through 
manufacturing,  warehousing,  distribution  and  final  sale. 

B2B  software  implementation  is  quickly  becoming  a  valu- 
able strategy.  It  is  likely  that  the  auto,  chemical,  computer, 
consumer  products,  paper  and  semiconductor  industries 
will  be  among  the  first  to  adapt  B2B  strategies. 

In  the  past  four  decades  each  new  wave  of  automation 
has  exceeded  the  prior  one  by  a  very  large  factor.  Following 
this  trend,  B2B  should  significantly  exceed  enterprise  re- 
source planning  (ERP),  which  dominated  the  1990s.  It  is  es- 
timated that  the  1,000  largest  U.S.  companies  currently 
spend  over  $3.5  trillion  on  external  supplies  and  raw  materi- 
als. This  huge  marketplace  will  create  a  rich  investment  op- 
portunity in  B2B  software,  with  anticipated  growth  rates  of 
more  than  40%  over  the  next  four  to  five  years. 

When  business  conditions  improve,  hopefully  by  early 
next  year,  B2B  software  should  be  the  first  sector  to  take  off,  al- 
though full  B2B  implementation  will  not  be  complete  until  a 
new  fiber-optic  telecom  network,  which  will  dramatically  in- 


crease data  speeds,  is  deployed 
All  this  creates  a  tremendc 
opportunity  for  investors.  T 
B2B  sector  has  given  back  all 
its  post-IPO  gains  and  more  di 
ing  the  past  18  months,  w 
many  stocks  having  dropp 
more  than  80%.  This  drama 
cally  exceeded  the  typi 
40%-50%  correction  emergi 
growth  stocks  have  tended 
undergo  approximately  ev< 
two  years.  Focusing  on  the  short  run,  the  market  is  giving  f 
sighted  investors  an  opportunity  to  cash  in  on  the  B2B  futu 
The  early  winners  will  be  B2B  applications  and  inf: 
structure  software  vendors  that  can  demonstrate  high  reti 
on  investment.  The  following  four  stand  out  as  exceptioi 
values  for  sizeable,  intermediate-term  capital  gains: 

Agile  Software  (AGIL)  is  a  leader  in  collaboration  sc 
ware,  believed  to  be  the  most  dynamic  new  sector  of  B 
The  shift  by  manufacturers  toward  outsourcing  to  multi 
partners  increases  supply-chain  complexity  and  drives  1 
need  for  real-time  collaboration  with  business  partners. 

FreeMarkets  (FMKT)  combines  its  industry-leading  te< 
nology  platform  with  unparalleled  sourcing  informatic 
commodity-specific  domain  knowledge,  world-class  servi 
and  purchasing  scale  to  deliver  fast,  measurable  savings  to  a 
tomers.  FreeMarkets'  easy  installation  is  helping  the  compa 
gain  traction.  The  company  specializes  in  reverse  auctions 
which  it  lines  up  multiple  suppliers  for  client  (buyer)  needs 
has  executed  more  than  14,500  online  auctions,  with  cost  s; 
ings  averaging  15%— 20%.  The  company  raised  its  guidai 
for  auctions  and  EPS  for  the  second  half  of  2001 . 

Vignette  (VIGN)  recently  brought  in  a  new  president  an 
worldwide  head  of  sales,  both  with  very  strong  backgroun 
to  turn  the  company  around.  Its  second  quarter  was  very  strc 
relative  to  the  group,  and  it  is  a  leader  in  content  manageme 
quickly  becoming  a  fundamental  aspect  of  B2B  applicatic 
software.  This  software  is  used  to  aggregate  information  fn 
within  a  client  company  and  then  personalize  it  for  external  c 
tribution  to  business  partners  and  prospective  clients. 

12  Technologies  (iTWO).  I  recommended  12  in  the  last  is< 
of  BOTW  and  it  has  since  fallen  by  48%.  At  $8.50  this  stock  i 
real  value.  Still  the  premier  brand  in  supply-chain  applicatio 
12  is  more  than  twice  as  large  as  its  nearest  competitor.  It  v 
soon  launch  a  new  distributed  order  management  (OMx)  pre 
uct  to  address  a  broader  set  of  collaborative  e-business  ne( 
and  allow  companies  to  present  a  single  face  to  the  custon 
and  to  enhance  visibility  across  the  extended  enterprise. 

Alberto  Vilar  is  president  &  founder  of  Amerindo  Investment 
Advisors  Inc. 
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As  the  sputtering  lunge  of  the  stalling  motor  was 
replaced  with  a  single  loud  pop,  then  a  chilling 
stillness,  the  pilot  suddenly  had  an  idea. 

i 

"You  handle  this,"  he  told  the  copilot. 
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/hen  you've  got  Aquila  as  a  partner,  you  always  know  where  to  turn  when  things  get  interesting.  Our 
ustomized  risk  management  tools  help  you  handle  the  dangerous  uncertainties  your  business  must  face  -  from 
andwidth  issues  to  soaring  energy  prices  to  plummeting  demand.  So  you  always  stay  on  course. 


d  find  out  how  Aquila  can  take  your  business  to  a  higher  level, 
ive  us  a  call  at  1-800-891-3687  or  visit  us  online  at  www.aquila.com. 


Aquila 


■■mmmmmm.- 


A  UtiliCorp  United  Company 


There  is  a  huge  discon- 
nect between  current 
prices  and  the  value  of 
these  companies' 
underlying  assets. 


Telecom  Tag  Sale 

BY  CHARLES  LEMONIDES 

THERE  IS  NO  SECTOR  MORE  UNLOVED  IN  TODAY'S 
market  than  telecommunications.  It  wasn't  long 
ago  that  most  investors  viewed  these  companies  as 
pure  growth  plays.  The  truth,  now  painfully  appar- 
ent, is  that  telecom  equipment  is  a  capital  good,  and 
in  a  softening  economy,  capital  budgets  get  slashed.  It's  pure 
Econ  101:  telecom  equipment  is  cyclical.  As  for  the  telecom 
service  providers,  they  are  suffering  from  the  hangover  of  a 
rapid  expansion  followed  by  overcapacity. 

The  selling  has  been  indiscriminate.  It's  my  belief  that 
this  mind-set  among  investors 
is  as  unbalanced  as  the  eu- 
phoric enthusiasm  expressed 
for  1999's  "new  paradigm."  As 
a  result,  there  is  a  huge  discon- 
nect between  current  prices 
and  the  value  of  these  compa- 
nies' underlying  assets.  That's 
a  value-buyer's  playground. 

The  opportunities  are  not 
just  in  the  stocks.  Some  of  the 
best  buys  today  are  in  the  distressed  bonds  and  convertibles 
of  these  companies. 

Equity  investors  in  telecom  equipment  maker  Lucent,  for 
example,  have  seen  some  mind-numbing  losses  over  the  past 
18  months.  The  stock  has  fallen  to  $6.50  from  its  $79  peak. 
But  even  at  today's  price,  the  company's  common  equity  is 
valued  at  $22  billion.  That  prices  the  stock  at  roughly  the 
equivalent  of  one  times  sales.  A  bargain,  perhaps,  but  the 
bonds  are  even  more  compelling.  From  a  balance  sheet  per- 
spective, Lucent  is  not  leveraged.  Long-term  debt  is  a  modest 
$3  billion,  versus  tangible  assets  of  $35  billion  and  net  work- 
ing capital  of  $6.4  billion  as  of  June  30.  So  long  as  the  com- 
pany's business  is  worth  anything  at  all,  bondholders  should 
be  more  than  covered. 

Lucent  has  a  6.45%  debenture  due  Mar.  15,  2029  that 
trades  at  64%  of  par  to  yield  10.4%  to  maturity.  Given  where 
Treasuries  trade,  this  kind  of  yield  is  usually  reserved  for  com- 
panies on  the  brink  of  a  bankruptcy  filing.  I  think  in  a  year  in- 
vestors will  again  warm  to  Lucent  and  the  yield  will  drop  to 
8%.  That  would  translate  to  a  price  of  83  on  the  bonds.  Add 
the  coupon  payments  and  you  would  see  a  total  value  of  90 
and  a  gain  of  40%.  Since  the  bonds  are  NYSE-listed,  it's  easy 
enough  to  buy  them  today  and  sell  them  once  they  reach  a 
target  price,  so  don't  worry  about  that  long  maturity. 

Conexant  is  a  semiconductor  firm  spun  off  from  Rockwell 
International  in  1999.  It  makes  things  like  chip  sets  for  cable 
modem  boxes.  A  year  and  a  half  ago  the  company  was  a  blue- 
blood  tech  highflier  set  to  benefit  from  the  exploding  demand 
for  "connectivity."  The  common  shares  traded  at  $120  per, 


--e^-ifrML     -  valuing  the  company  in  the  $2 

■B     t  ''■  ''Hi         billion  to  $30  billion  range. 
■M^^^^^^^l  Today  broadband  is  out  and  il 

.*'<?.  stock  trades  for  under  $10;  the  e< 

l^F  fJZ-  **1  uity  is  valued  at  $2.3  billion.  But  ii 
stead  of  the  stock,  I  like  its  4%  coi 
vertible  bond  that  trades  at  45%  i 
par,  for  a  yield  to  maturity  < 
21.5%.  Conexant's  balance  sheet 
solid  despite  nine  months'  worl 
of  bruising  losses  and  writedowns.  Specifically,  cash  stan< 
at  $377  million,  current  assets  at  $862  million,  and  total  tai 
gible  assets  at  $1.7  billion.  That  stacks  up  against  $267  mi 
lion  in  current  liabilities  and  $709  million  in  long-term  det 
The  market  value  of  the  debt  is  $3 1 9  million,  or  less  than  tl 
amount  of  cash.  Arguably,  you  are  buying  cash  at  a  discour 
I  expect  a  yield  of  close  to  10%  within  a  year,  and  a  price  i 
78.  That  would  generate  an  82%  gain. 

On  the  network  side,  Level  3  has  built  one  of  the  large 
and  most  advanced  fiber-optic  telecom  backbone  networl 
in  the  world.  From  a  standing  start,  they  have  investc 
roughly  $10  billion  in  this  network,  which  is  already  up  ar 
running.  Level  3  still  has  $4  billion  in  cash  and  marketab 
securities,  versus  outstanding  debt  trading  at  53%  of  par,  f< 
a  market  value  of  $3.9  billion.  Our  target  yield  on  the  9%' 
due  May  1,  2008  is  1 1.5%.  That  would  mean  a  price  of  \ 
and  a  total  return  of  88%. 

Among  the  depressed  telecom  common  stocks,  I  lil 
AT&T  and  Sprint.  What's  left  at  AT&T,  in  a  nutshell,  is  tl 
consumer  long-distance  business,  which  is  in  decline  ar 
worth  perhaps  five  times  cash  flow,  or  roughly  $45  billio 
The  business  services  unit  is  worth  about  $60  billion  and  tl 
broadband  cable  business,  which  is  in  play,  is  worth  $65  bi 
lion.  Take  away  $50  billion  in  debt  and  you  are  left  with  $L 
billion  in  value  for  common  holders,  or  $31  per  share.  Thai 
over  50%  higher  than  the  current  $19.50  stock  price. 

Sprint  represents  another  classic  sum-of-the-parts  ii 
vestment  story.  According  to  my  calculations,  the  value  of  i 
old  land-line  phone  business  alone  is  over  $22  billion.  It  h 
8.3  million  local  access  lines  that  are  generating  operatir 
cash  flow  of  $3  billion  per  year.  I  put  a  7.5  multiple  on  the 
Debt  is  inconsequential  and  its  common  equity  sells  for  $] 
billion  at  current  prices.  If  you  buy  the  stock  at  $22,  you  g 
the  long-distance  business  as  well  as  the  faster  growing  Ii 
ternet  backbone  and  data  business  for  free. 

When  I  can  buy  assets  at  a  discount,  at  companies  wil 
good  long-term  growth  potential  and  strong  management 
wonder  what  more  I  can  ask  for.  Better  business  conditions 
suppose.  But  by  the  time  that  happens,  it's  usually  too  late. 

Charles  Lemonides  is  the  Chief  Investment  Officer  of  New  York 
City-based  money-management  firm  M&R  Capital 
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Power.  To  The  People. 


Whatever  your  business,  whatever  your  size,  Teradata  is 
there  for  you,  with  the  analytical  applications  and  scalability 
to  help  your  company  know...  and  help  your  company  grow. 
Talk  about  Power.  To  the  People. 
www.teradata.com 


a  division  of  QD  NCR 


In  a  stop  and  go  world, 

your  communication  doesn't  have  to  yield. 


We're  driving  Bluetooth'"  wireless  technology 
to  you.Visteon  is  leveraging  its  vast  automotive 
electronics  and  systems  integration  expertise  to 
bring  Bluetooth  wireless  technology  into  the  vehicle. 
This  wireless  technology  offers  drivers  many  promising 
and  practical  applications.  By  integrating  Bluetooth 
wireless  technology,  Visteon  is  making  the  connection 
between  your  life  and  your  vehicle  simple. 

Through  this  revolutionary  technology,  Visteon 
creates  effortless  data  exchange  and  hands-free 
operation.  Wireless  synchronization  between 
in-vehicle  and  portable  devices  means  information 
is  accessible  when  you  need  it  and  mobile  phone 
communications  can  be  routed  through  the  vehicle's 


audio  system.  Visteon  is  incorporating  these  features 
into  vehicles  that  will  be  on  the  road  as  early  as  next 
year.  So  take  a  ride  into  the  world  of  seamless 
integration.  And  when  you  think  about  Bluetooth 
wireless  technology  merging  with  your  vehicle, 
think  Visteon. 

Call  us  or  visit  visteon.com  and  enter  the  code 
"bluelOf"  in  the  VISTconnect  field  on  our  homepage. 


^1;  Visteon 

.  *  %*  - 

See  the  possibilit 


tm  The  BLUETOOTH  trademarks  are  owned  by  Telefonaktiebolaget  L  M  Ericsson,  Sweden 


www.visteon  .com 


VISTconnect  code:  blue  1  Of 


1.800.VISTEON 


NYSE: 


Sixteen  months  ago  when  BEST  OF  THE  WEB  began  compiling  information  on  business-to-business  companies,  the  "space"  was 
red  hot.  In  the  past  year  the  U.S.  Bancorp  Piper  Jaffray  B2B  stock  index  has  fallen  88%,  and  the  giant  market  capitalizations 
of  B2B  blue  chips,  like  VerticalNet,  have  withered.  Of  the  original  200  firms  we  profiled  in  July  2000, 35  have  either  folded  or 
been  acquired.  But  don't  be  discouraged  by  the  pain  and  suffering  among  B2B  companies.  Web-enabled  commerce  is  alive  and 
well.  IDC  estimates  that  B2B  e-commerce  will  hit  $516  billion  this  year,  up  from  $282  billion  in  2000.  The  consolidation  in  B2B 
ill  continue.  Our  current  survey  features  the  most  promising  companies  in  31  categories,  judged  on  their  strategy,  execution 
d  financial  staying  power.  We  also  used  New  York-based  Pegasus  International  to  check  the  cash-burn  rates  of  public 
ipanies  on  our  list.  For  hundreds  more  B2B  company  profiles,  visit  our  Web  site,  www.forbesbest.com. 


tables  have  turned  for  last  year's  technology  heavyweights.  Since  few 
lie  exchanges  are  being  built,  the  focus  is  on  supplying  software  to 
ipanies.  That's  good  news  for  corporate  vendors  like  SAP.  But  once-hot 
biers  like  Ariba  and  Commerce  One  are  struggling.  —Ken  Yamada 


ba 


(AREA) 


w. ariba  com 

(interim):  Keith  Krach 
:  Craig  Federighi 
:  Robert  M.  Calderoni 
r  the  past  year  Ariba  has  suffered  mas- 
layoffs,  earnings  disappointments  and 
d  alliances,  such  as  one  with  Agile  Tech- 
nics. Its  chief  executive  of  three 
iths,  Larry  Mueller,  quit  in  July.  But 
e  is  hope:  Chairman  Keith  Krach  has 
ared  that  Ariba  will  now  narrow  its 
is.  Instead  of  pro- 

m 


ng  a  complete 
platform  it  will 
dop  procure- 
lt  and  sourcing 
ware  and  beat  a 
i  to  the  private  e-marketplace  business. 
NTS:  FedEx,  Dell  Computer,  Raytheon. 
NCIALS:  For  the  six  months  ending  in 

Ariba  lost  $2.07  billion  on  revenues  of 
%  million.  The  company  has  $296  mil- 

in  cash  on  hand.  The  stock,  which 
es  around  $4,  has  plummeted  from  its 
veek  high  of  $242. 


actions  and  collaboration.  It  recently 
formed  an  alliance  with  Intel  to  expand 
its  WebLogic  software  to  Intel  Itanium 
processors.  Already,  BEA  is  the  market 
leader  in  software  based  on  the  Java  2 
Enterprise  Edition  (J2EE)  architecture, 
designed  for  creating  collaboration, 
supply-chain  and  many  other  Web -based 
applications. 

CLIENTS:  Citibank,  Marsh  &  McLennan, 
NTT  DoCoMo,  UPS. 

FINANCIALS:  Over  the  past  six  months,  BEA 
earned  $39.6  million  on  revenues  of 
$513  million.  It  has  $700  million  of 
cash  and  its  stock,  which  traded  as  high 
as  $89  last  October,  now  trades  at  $2 1 . 


A  Systems 


(BEAS) 


h.  bea.com 

:  William  T.  Coleman  III 
:  Terence  Dwyer  CFO:  Bill  Klein 

-growing  BEA  provides  commerce  ap- 
ations  and  software,  which  automate 
iness  processes  like  e-commerce  trans- 


(BVSN) 


QflJ  BroadVision 

www.broadvision.com 

CEO:  Pehong  Chen 

CTO:  Shin-Yuan  Tzou  CFO:  Randall  Bolten 
Sales  are  down  and  Randall  Bolten,  the  CFO, 
has  announced  that  he  will  quit.  But 
BroadVision  still  ranks  ahead  of  IBM, 
Oracle,  SAP  and  Siebel  when  it  comes  to 
market  share  for  sales  and  marketing  appli- 
cations. The  company  also  makes  software 
to  create  Web  portals  and  online  market- 
places, streamline  B2B  processes,  deploy  on- 
line billing  and  various  other  functions. 
Over  the  past  year  its  customer  base  more 
than  doubled  to  1,200. 
CLIENTS:  GE  Supply,  Rockwell  Automation, 
Hallmark  Cards. 


FINANCIALS:  In  the  first  half  of 
2001,  BroadVision  lost  $348  mil- 
lion,  while  posting  revenues  of 
$149  million.  The  company  has 
$138  million  in  cash  and  its  stock 
trades  at  $3,  down  from  $40  in  October. 


Commerce  One 


(CMRC) 


www.commerceone.com 
CEO:  Mark  Hoffman 

CTO:  Satyendra  Rana  CFO:  Peter  Pervere 
Commerce  One  took  a  one-time  $2.3  bil- 
lion hit  last  quarter,  mostly  because  it 
has  focused  on  providing  software  and  ser- 
vices for  building  exchanges — a  slow  busi- 
ness these  days.  Now  Commerce  One  is  re- 
focusing  its  products  to  serve  companies. 
An  alliance  with  SAP,  for  instance,  will  allow 
Commerce  One  to  offer  not  only  market- 
place building  tools,  but  also  collaboration 
and  supply-chain  applications.  It  is  also 
forging  alliances  with  Microsoft  and  Intel, 
further  strengthening  its  appeal  to  big  cor- 
porate clients. 

CLIENTS:  Boeing,  Citibank,  Credit  Suisse 
First  Boston,  Siemens,  Boise  Cascade. 
FINANCIALS:  Commerce  One's  revenues 
were  $271.5  million,  but  it  lost  $2.3  billion 
during  the  first  half  of  the  year.  Its  shares 
have  plummeted  to  $3.80  from  a  high  of 
$84.  But  it  has  cash  of  $219  million,  and  in 
June  SAP  agreed  to  invest  $225  million. 


12  Technologies 


UTWO) 


www.i2.com 

CEO:  Gregory  Brady 

CTO:  Pallab  Chatterjee  CFO:  Bill  Beecher 
Unlike  Ariba,  12  isn't  giving  up  any  ground. 
The  company  is  known  for  its  supply-chain 
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management  software  that  helps  manufac- 
turers plan  and  schedule  production.  But 
it's  suffering  from  fizzling  demand  for  its 
high-priced  software,  so  12  plans  to  focus  on 
smaller  deals  to  help  it  weather  the 
downturn. 

CLIENTS:  Northrop  Grumman,  Caterpillar, 
Whirlpool,  Lego  Systems,  RR  Donnelley. 
FINANCIALS:  Revenues  over  the  past  six 
months  totaled  $597.5  million,  but  12  lost 
$1.6  billion  during  that  time.  Its  $625.3  mil- 
lion in  cash  should  help  it  get  through 
tough  times.  The  stock  has  fallen  to  around 
$10  from  a  high  of  nearly  $100. 


IfiM 


(IBM) 


www-3.ibm.com/e-business 
CEO:  Louis  V.  Gerstner  Jr. 
CTO:  Nicholas  Donofrio 
CFO:  John  R.  Joyce 

Big  Blue's  WebSphere  application  server 
is  ranked  a  close  second  to  BEA's  Web- 
Logic.  It  has  formed  key  strategic  alliances 
with  many  top  soft- 
ware specialists,  from 
Siebel  Systems  and  12 
to  Retek,  a  Min- 
neapolis-based soft- 
ware company  fo- 
cused on  serving  retailers. 
CLIENTS:  McDonald's,  Charles  Schwab,  Delta 
Air  Lines,  Mercedes-Benz. 
FINANCIALS:  In  the  first  two  quarters  of 
2001,  IBM  made  $3.8  billion  on  $42.6  bil- 
lion of  revenue.  The  stock  trades  around 
$106,  up  from  its  52-week  low  of  $80  in 
December. 


Oracle 


(CRCLj 


www.oracle.com 
CEO:  Lawrence  J.  Ellison 
CTO:  Gary  Roberts  CFO:  Jefferey  O.  Henley 
Oracle's  application  software  business  is 
struggling.  While  Siebel  and  SAP  had  gains, 
sales  of  Oracle's  applications — which  in- 
clude its  1 1  i  software  package  that  allows 
everything  from  payroll  processing  to  in- 
ventory tracking — were  down  24%  in  its 
quarter  ending  in  May.  Also,  high  hopes 
for  Oracle's  Java-based  application  server 
have  been  dashed — sales  lag  behind  BEA 
Systems,  IBM  and  Sun.  Still,  Oracle  is  pow- 
erful, and  it  recently  posted  impressive  fi- 
nancial results. 

CLIENTS:  Ford,  Wine.com,  Airbus  Industries, 
Bank  of  Montreal,  GE  Capital. 
FINANCIALS:  Oracle  generated  a  six-month 
profit  of  $  1 .4  billion  on  revenues  of  $5.9  bil- 
lion. The  stock  has  recovered  slighdy  to  $18 
off  a  high  of  $46. 


SAP 


(SAP) 


Microsoft 


(MSFT) 


www.microsoft.com 
CEO:  Steve  Ballmer 

CTO:  Bill  Gates  CFO:  John  Connors 

Microsoft's  .Net  platform  takes  a  swipe  at 
Sun's  Java.  .Net  allows  applications  to 
share  data  over  the  Web  regardless  of  their 
operating  system  or  programming  lan- 
guage. To  build  on  this  XML-based  plat- 
form, Microsoft  is  creating  new  software 
for  building  e-business  infrastructure  and 
applications.  Its  offerings  include  enter- 
prise server  software,  communications  and 
portal  software. 

CLIENTS:  .Net  clients:  Dollar  Rent  A  Car, 
ESkye,  Verizon. 

FINANCIALS:  In  the  first  six  months  of  this 
year,  Microsoft's  revenues  were  $13  billion 
and  it  made  a  profit  of  $2.5  billion.  Its  stock 
trades  around  $65,  down  from  its  52-week 
high  of  $76  in  June. 


www.sap.com 

CEO:  Hasso  Plattner  &  Henning 
Kagermann 
CFO:  Werner  Brandt 

i  t  SAP  is  back  in  demand.  It  sells  tools 

that  tie  enterprise  systems  together  with 
Web  applications.  Lately,  it  has  focused  on 
its  customer  relationship  management 
business  and  now  has  hundreds  of  CRM 
customers.  Its  mySAP.com  platform  offers 
CRM,  supply-chain  management  and  pro- 
curement. SAP  recently  bought  a  20%  stake 
in  Commerce  One  for  $225  million  and  an- 
nounced alliances  with  IBM  and  Palm 
Computing  to  broaden  its  offerings. 
CLIENTS:  Chevron,  Kodak,  Pfizer,  Bertels- 
mann, Gillette,  Pirelli. 
FINANCIALS:  Half-year  revenues  for  SAP  were 
$3  billion  and  its  net  income  was  $285  mil- 
lion. SAP  stock  is  trading  at  $35,  down  from 
$68  in  the  past  year. 

Sun  Microsystems  (sump 

www.sun.com 
CEO:  Scott  McNealy 
CTO:  Greg  Papadopoulos 
CFO:  Michael  Lehman 
Sun  has  given  its  Java  technology  a  boost  by 
forming  a  venture  with  AOL/Netscape 
known  as  IPlanet. 


applications.  Its  commerce-services  proc 
uct  line  includes  software  for  buying,  sel 
ing,  enabling  marketplaces  and  trade  facil 
tation.  It  also  broadened  an  alliance  wit 
EDS,  which  strengthens  service  support  fc 
its  products. 

CLIENTS:  IPlanet's  customers:  Bank  of  Ame 
ica,  First  Union,  France  Telecom. 
FINANCIALS:  Sun  made  $270  million  on  re 
enues  of  $8  billion  in  the  first  half  of  th 
year.  Sun  shares  have  fallen  to  just  undi 
$18  off  a  high  of  nearly  $65. 


Tibco  Software 


(tib; 


www.tibco.com 
CEO:  Vivek  Ranadive 
CTO:  Thomas  Joseph 
CFO:  Christopher  O'Meara  (interim) 
Tibco  has  slashed  its  payroll  and 
focused  on  increasing  sales  to  companii 
such  as  Hewlett-Packard,  Accentui 
and  Deloitte  Consulting.  It  sells  infr; 
structure  software  that  ties  together  dat 
applications  and  business  processes  sue 
as  supply-chain  management.  It  offers 
platform  and  applications  such  as  ele< 
tronic  trading,  exchange  automation  an 
communications.    Reuters  holds 
60%  stake  in  Tibco,  and  Cisco  also  owi 
equity. 

CLIENTS:  Adidas,  AT&T,  Bechtel,  Delta  A 
Lines,  Ericsson,  Levi  Strauss,  Musicland. 
FINANCIALS:  In  the  six  months  ending  i 
May,  Tibco  posted  a  loss  of  $18  million  c 
revenue  of  $166  million.  The  company  h 
$90  million  in  cash.  The  stock  trades  at  $ 
down  from  $  1 1 1  last  year. 


WebMethods 


(WEB! 


The  venture  devel- 
ops applications 
for  building  a  Web 
platform  for  both 
wired  and  wireless 


as 


Over  the  Top 


www.webmethods.com 
CEO:  Phillip  Merrick 
CTO:  R.  James  Green  CFO:  Mary  Drii 
Like  others,  WebMethods  has  laid  off  sta 
and  suffered  earnings  disappointments.  Bi 
the  company  also  signed  up  some  impre 
sive  customers.  It  offers  software  for  at 
tomating  business  processes  such  as  pr< 
curement,  order  processing,  inventoi 
management,  shipping  and  fulfillment, 
also  sells  middleware  products,  which  pr< 
vide  integration  between  ERP  systems  an 
the  Web. 

CLIENTS:  Boeing,  Ford  Motor,  Chase  Mai 
hattan  Bank,  Citigroup. 
FINANCIALS:  Over  the  first  half  of  200 
WebMethods  lost  $67  million  on  re' 
enues  of  $117  million.  It  has  $72.4  mi 
lion  in  cash  and  its  stock,  which  trade 
near  $120  in  September,  is  now  at  $14. 
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a  Wharton 


~ '    ■  ■■■>'■••••.'..•»' 

/e  Don't  Teach  |y 

the  New  Rules 


f  Business 


We  Write 


http://wh-exeCed.whartOn.Upenn.edu/27 


xecutive  Education  That  Works 


cutive  Development  Program 

jmber  4-16,  2001 

ary  20-February  i,  2002 

5-17,  2002 

entials  of  Management 

?mber  25-30,  2001  (week  one  of  two) 
ary  6-n,  2002  (week  two  of  two); 

19-24,  2002  (week  one  of  two) 
23-28,  2002  (week  two  of  two) 

itegic  Alliances 

?mber  25-30,  2001 
19-24,  2002 

cutive  Negotiation  Workshop: 
gaining  for  Advantage 

:mber  9-14,  2001 
:h  3-8,  2002 


Our  course  consultants  can  answer  questions 
and  provide  information  on  additional  dates 
and  programs.  Please  call: 

215.898.1776  or  800.255.3932  ext.  2766  phone 
215.898.2064  fax  (attn.  2766) 
execed@wharton.upenn.edu  e-mail  (subject  2766) 
wh-execed.wharton.upenn.edu/2766.cfm  web 


Knowledge  Wharton 

A  Free  Business  Websource.  Register  today. 
http://knowledge.wharton.upenn.edu 


Wharton 


Aresty  Institute  of 
Executive  Education 

The  Whatton  School 
University  of  Pennsylvania 


Most  of  the  big  players  in  the  $400  billion  aerospace  and  defense  business 
are  embracing  the  Web.  Boeing,  United  Airlines  and  KLM  have  launched 
consortiums.  They  are  also  hedging  their  bets  by  signing  up  as  customers 
with  other  exchanges.  —Ann  Marsh 


Aer ox change 


IPrivate) 


www.aoroxchangc.com 
CEO:  R.  Terrence  Rendleman 
CTO:  Mark  Tedone  CFO:  Mark  Williams 
Aeroxchange  streamlines  the  purchase  of  air- 
line supplies  and  spare  parts  and  allows  mem- 
bers to  see  one  another's  inventories.  Launched 
in  February,  its  33  members  include  Northwest 
Airlines  and  Federal  Express,  representing  a 
total  of  $50  bil- 


lion in  annual 
purchases. 
CLIENTS:  Drag- 
onair,  Virgin  At- 
lantic, Mexicana. 
FINANCIALS:  $53  million  initial  investment 
in  October. 


everyone  agrees,  ergo  the  emergence  of  air- 
line-dominated marketplace  Aeroxchange. 
CLIENTS:  BFGoodrich,  United  Parcel  Ser- 
vice, United  Technologies,  British  Airways. 
FINANCIALS:  Raised  more  than  $100  million 
in  seed  money  in  March. 


Exostar 


(Private) 


Cordiem 


(Private) 


www.cordiem.com 

CEO:  David  Linton 
CTO:  Robert  Hyland 

All  eyes  are  on  Cordiem,  which  launched  in 
June,  because  it  marries  airlines  and  their  sup- 
pliers in  one  exchange.  Cordiem  is  the  result 
of  the  merger  of  two  other  exchanges:  MyAir- 
craft.com  run  by  Honeywell,  United  Tech- 
nologies and  Goodrich  Aerospace;  and 
AirNewCo,  founded  by  nine  airlines  includ- 
ing United,  American,  Delta  and  British  Air- 
ways. "It's  become  apparent  that  mating  buy- 
ers and  sellers  on  neutral  ground  is  a  good 
thing,"  says  Cordiem's  David  Linton.  Not 


www.exostar.com 
CEO:  Kenneth  Possenriede  (acting) 
CTO:  Christopher  Borneman 
CFO:  Kenneth  Possenriede 
Geared  toward  the  defense  side  of  the  indus- 
try, Exostar  is  run  as  a  separate  company  by 
BAE  Systems,  Boeing,  Lockheed  Martin, 
Raytheon  and  Rolls-Royce.  Launched  in  June 
2000,  the  company  says  it  has  signed  up 
nearly  5,000  trading  partners. 
CLIENTS:  Founding  companies'  5,000  suppliers. 
FINANCIALS:  $100  million  in  seed  money  since 
March.  The  found- 
ers' combined  pro- 


CFO:  )ohn  Falconi 
GE's  $10.8  billion  aircraft  engil 
unit  lets  some  300  customer 
including  all  major  airlines,  use  j 
site  to  buy  engine  parts,  review  servii 
manuals  and  submit  and  track  warran 
claims.  GE  has  added  cost-saving  feature 
such  as  allowing  its  customers  to  s» 
photographs  of  repairs  on  their  engine 
Suppliers  can  also  log  into  its  network 
buy  parts  and  materials  and  participate  : 
auctions. 

CLIENTS:  All  major  airlines:  Delta  Air  Line 
American  Airlines,  Continental  Airlines. 
FINANCIALS:  Backed  by  GE,  this  site  ha 
conducted  over  $  1  billion  in  business  by  Di 
cember  2000.  GE's  stock  trades  around  $4 
down  from  $60  in  September. 


IISmart.com 


(Priy»t 


curement  budgets 
top  $70  billion,  over 
40%  of  nongovern- 
mental aerospace 
and  defense  spending. 


General  Electric  Aircraft 
Engines  (ge) 

www.geae.com 

CEO:  David  L.  Calhoun 

CTO:  Russ  Mayer 


www.ilsmart.com 

CEO:  Bruce  Langsen 

CTO:  Bert  Seaton  CFO:  Cynthia  Messi< 
The  granddaddy  of  aerospace  exchanges,  1 
Smart  came  to  the  Web  in  1999,  offering 
|  new  way  to  use  Inventory  Locator  Servia 
now  23-year-old  electronic  marketplace- 
still  the  largest  and  most  widely  used  e: 
change.  Unlike  new  consortia,  which  a 
largely  supply  management  tools  for  prii 
cipal  owners,  IlSmart.com  is  market  nei 
tral.  The  company  is  profitable,  with  mo 
than  3,800  companies  that  both  buy  and  se 
Lists  5  billion  aircraft  and  marine  parts. 
CLIENTS:  200-plus  airlines  and  more  the 
45  government  procurement  centers. 
FINANCIALS:  Parent  company,  Aviall  Inc.,  r 
cendy  invested  an  additional  $  1 7  million. 


Web  entrepreneurs  rushed  into  the  fragmented  ag  business  to  make  it 
more  efficient.  Most  of  them  were  rejected  by  farmers  and  other  key 
players,  and  many  have  already  failed.  The  entities  below  have  survived 
either  by  finding  a  niche,  or  thanks  to  deep-pocketed  backers.  —Rob  Wherry 


Data  Transmission  Network  (Private) 

www.dtn.com 

CEO:  Greg  Sloma 

CTO:  Scott  Fleck  CFO:  Brian  Larson 

Think  Bloomberg  for  farmers.  For  17  years 
DTN  has  been  supplying  real-time  crop, 
weather  and  pricing  information  to  farmers, 
processors  and  market  makers  through  leased 
terminals,  and  more  recendy  via  the  Web.  A 
new  DTNSpeed.Net  broadband  service  deliv- 
ers high-speed  information  to  rural  cus- 
tomers via  radio  towers.  In  March  DTN 
merged  with  Tradingproduce.com  to  form 
ITradeNetwork.com,  a  B2B  supply-chain  site. 


CLIENTS:  166,000  subscribers. 
FINANCIALS:  Merchant  bank  Veronis  Suhler 
bought  the  company  in  April  2000  for  $45 1 
million,  including  $91  million  in  debt. 

EMerge  Interactive  cemro 

www.emergeinteractive.com 

CEO:  Tom  Tippens 

CTO:  Allison  Heinen  CFO:  Reid  Johnson 
In  the  second  quarter  this  beef-auction  com- 
pany sold  667,000  head  of  catde  and  gener- 
ated revenues  of  $326  million.  Still  its  stock 
has  fallen  below  $1  from  a  high  of  $70. 
EMerge  now  describes  itself  as  a  supply-chain 


management  company.  It  hel] 
ranchers  track  herds  from  the  fie 
to  slaughter.  Its  Catdelog  produ 
acts  as  a  kind  of  health -certificatic 
program  tracking  vaccinations. 
CLIENTS:  Great  Bend  Feeding,  English  Cattl 
Circle  Five  Feedyards. 
FINANCIALS:  Recendy  secured  a  $30  millic 
line  of  credit  from  CIT  Group/Busine 
Credit.  Credit  Suisse  First  Boston  predic 
EMerge  could  have  its  first  profitable  quart 
later  this  year. 


Farms.com 


(Privat 


www.farms.com 
CEO:  Doug  Maus 

CTO:  Jay  Gibbs  CFO:  Graham  Dy 

Portal  for  the  agriculture  business, 
wealth  of  resources  for  farmers,  from  nev 
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[  pricing  to  learning  how  to  use  com- 
ers. Farms.com  has  exchanges  for  cat- 
swine  and  crops.  An  alliance  with 
rks  Co.  lets  users  access  research  and 
isulting  services  in  these  key  areas, 
rged  with  Eharvest  last  year,  and  re- 
try bought  Cybercrop.com. 
:NTS:  Medium  to  large  farms  including 
odlynn  Farms,  VL4  Farms,  L.L.  Parks  Ltd. 
UNCIALS:  Current  management  bought 
k  the  shares  this  year. 


iostcr.com 


(Private) 


w. rooster. com 

is  Founders  committee 
pite  Rooster's  deep-pocketed  backers — 
gill,  ADM.  Cenex  Harvest,  DuPont  and 
lis  Dreyfus — this  ag  marketplace  is  off  to 
aw  start.  It  took  the  site  almost  a  year  to 


offer  transactions.  It  recently  suffered 
layoffs  and  the  company  is  being  run  by 
a  committee.  Rooster  aims  to  make 
money  by  getting  grain  elevators  to  sub- 
scribe to  the  site.  In  turn,  farmers  can 
sign  on  and  see  which  elevator  is  offer- 
ing the  best  price.  Rooster  will  also  offer  per- 
sonalized sites  for  each  elevator. 
CLIENTS:  Large  grain  elevators:  Minnesota 
Ports  FSG,  Brown's  Feed  &  Chemical. 
FINANCIALS:  A  mere  $1  million  in  revenues 
so  far.  Merged  with  Pradium,  an  online 
commodities  marketplace. 


XSAg.com 


(Private) 


www.xsag.com 
CEO:  Fulton  Breen 
CTO:  Randy  Hompesch 
CFO:  Thad  Armbruster 


A  marketplace  for 
seed,  chemicals, 
pesticides  and  ani- 
mal-health prod- 
ucts. This  B2B  now 
describes  itself  as  a 
facilitator  of  trading,  with  a  goal  of  saving 
farmers  10%  to  15%.  The  site  will  calcu- 
late freight  charges,  track  bids,  send  out 
alerts  when  you  are  outbid  or  bid  auto- 
matically for  you.  A  group  buying  option 
allows  farmers  to  team  up  and  enjoy 
deeper  discounts. 

CLIENTS:  Farms,  including  Texas-based 
Bright  Bill  Farms  and  New  York-based  Mc- 
Cormick  Farms. 

FINANCIALS:  XSAg,  which  has  estimated  rev- 
enues over  $10  million,  says  it  has  enough 
cash  on  hand  to  last  another  two  years. 


;  big  three's  procurement  exchange,  Covisint,  has  yet  to  deliver  on 
$3,000  per  vehicle  cost  savings  it  promised.  But  that  hasn't  slowed 
industry's  commitment  to  Web-based  B2B.  Since  last  year,  a  number 
lew  industry  marketplaces  have  opened  for  business.  —Ben  Berentson 


bait  Group 


(CULT) 


w. cobaltgroup.com 

i:  John  W.P.  Holt 

:  Rajan  Krishnamurty 

:  David  Snyder 

►alt  has  built  Web  sites  for  nearly  9,000  deal- 
including  half  of  the  nation's  largest  dealer 
vorks,  like  Charlotte,  N.C.-based  Hendrick 
r~  r~T  Automotive.  It  also  sets  up 
sites  where  buyers  can 
browse  the  inventories  of 
dealer  locations  of  compa- 
nies like  Toyota,  and  it  oper- 
ates Motorplace.com,  an  on- 
parts  and  wholesale  vehicle  exchange  with 
million  vehicles  and  38  million  original 
5.  Cobalt  went  public  in  August  1999  for 
per  share.  Now  47%  owner  Warburg  Pin- 
has  offered  to  buy  the  rest  for  $3.50  a  share. 
INTS:  Subaru,  DaimlerChrysler,  Toyota. 
UNCIALS:  Lost  $14.6  million  in  the  first 
nonths  of  2001  and  has  $7  million  in  cash. 


ivisint 


(Private) 


w. covisint. com 

I:  Kevin  English 

l:  Kevin  Vasconi 

i:  Enrico  Digirolamo  (acting) 

mentum  is  finally  developing  at  Covisint, 

marketplace  formed  by  Ford,  GM  and 

mlerChrysler.  The  company  recently 

nd  a  CEO  and  brought  PSA  Peugeot-Cit- 


roen  onboard.  Delphi,  the  largest  auto- 
parts  supplier,  has  set  up  its  own  portal  here, 
which  helps  broaden  Covisint's  appeal  to 
smaller  suppliers.  So  far  this  year  Covisint  has 
done  $36  billion  in  volume.  The  main  hurdle 
it  needs  to  overcome  is  getting  suppliers  to 
adopt  its  collaboration  and  supply  chain  man- 
agement software;  many  suppliers  have  started 
pursuing  their  own  initiatives. 
CLIENTS:  Delphi,  Johnson  Controls,  Dana. 
FINANCIALS:  The  joint  venture  has  spent 
more  than  $170  million  since  inception.  It 
expects  to  be  profitable  in  2002. 

Manheim  Interactive  (p,i..t.) 

www.manheim.com 
CEO:  Dean  Eisner 

CTO:  Richard  Deckard  CFO:  Todd  Croom 
Manheim  Auctions'  online  division  holds  auc- 
tions for  dealers,  rental  car  companies  and 
firms  that  want  to  sell  leased  and  used  cars.  It 
charges  a  transac- 
tion fee  based  on 
the  vehicle's  price; 
most  are  premium 
models,  like  Cadil- 
lacs. Online  auc- 
tions accounted  for  only  5%  of  the  more  than 
$30  billion  in  auctions  Manheim  held  in  2000. 
CLIENTS:  Toyota/Lexus,  GM,  Ford. 
FINANCIALS:  Online  auction  volume  is  up 
64%  this  year. 


OEConnection  (Private) 

www.oeconnecfion.com 
CEO:  Chuck  Rotuno 
CTO:  Jeff  Comer  CFO:  Ron  Coill 
This  nine-month-old  venture  is  the 
site  through  which  GM,  Ford  and  Daim- 
lerChrysler sell  replacement  auto  parts  to 
dealers  and  local  repair  shops.  Dealers  pay  a 
subscription  and  are  charged  a  small  trans- 
action fee.  OEConnection's  recently  released 
CollisionLink  tool  ensures  that  the  mechanic 
is  ordering  the  right  part  and  then  sends  a 
request  to  dealers  who  order  the  parts  from 
the  manufacturer. 

CLIENTS:  50  large  wholesale  dealers  and  local 
body  shops. 

FINANCIALS:  The  big  three  and  Bell  &  Howell 
have  put  nearly  $60  million  into  this  venture 
since  November. 


SupplyOn 


(Private) 


www.supplyon.com 
CEO:  Michael  Klemm 

CTO:  Jorg  Meiger  CFO:  Frank- Stephan  Kupfer 
Robert  Bosch,  Continental  AG,  INA,  ZF 
Friedrichshafen  and  SAP  have  combined 
to  form  SupplyOn,  a  European  supplier 
marketplace.  Here,  auto  parts  suppliers 
can  buy  components  from  other, 
smaller  suppliers  to  reduce  procure- 
ment costs.  Some  300  companies  have 
signed  up,  but  SupplyOn  expects  to 
have  1,500  by  year-end. 
CLIENTS:  Hella,  Thyssen  Krupp,  Webasto. 
FINANCIALS:  Partners,  including  SAP,  have 
invested  over  $45  million  in  the  company, 
which  opened  its  marketplace  in  June. 
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eLogistics 

Building  the  Collaborative  Supply  Cha 

Written  and  Produced  by  Jerry  Bowles 

The  explosive  growth  of  B2B  e-commerce  has  pressured  compa-  brain  to  process  without  the  a 

,      ,  .  ,      ,  .  ,  mathematical  algorithms.  Th 

nies  to  ook  outside  their  own  organizations  to  manage  their  ,    t,       .  .  ..  .  j 

t>  e>  fore,  the  new  logistics  is  collab 

supply  chain  more  effectively.  The  complexity  and  dynamism  of  tlon  at  hl9h  speeds  over  an  op 

-  -  .  global  information  network. 

the  business  world  has  caused  more  and  more  organizations  to     Such  CO||aboratl0n  extends « 

tegic  management  of  logistics 
yond  organizational  boundarie: 
bringing  the  corporate  network 
extended  supply  chain  on  to  a  i 
tralized  platform  —  perhaps  a 
eration  of  hundreds  of  private 
semi-private  logistics 
works.  This  customi 
logistics  "community" 
powers  shippers,  carri 
third-party  logistics  | 
viders,  e-marketplaces 
vertical  exchanges  to  se 
the  products,  partners 
activities  in  their  suf 
chain.  Companies  can  t 
optimize  the  deploymer 
assets  by  communica 
effectively  with  new 
£  existing  trading  partn 
|  The  end  result  is  shared 
=  ciencies  and  cost  savi 
throughout  the  supply  d 


rethink  their  traditional  supply  chain  practices  and 
collaborate  with  other  organizations 
increase  supply  chain  efficiency 
and  improve  customer  service. 


"By  its  very  nature,  logistics  manage- 
ment is  a  collaborative  operation  between 
multiple  entities,"  says  Chris  J.  Newton, 
an  analyst  with  Boston-based  AMR 
Research.  "Until  just  a  few  years  ago, 
Electronic  Data  Interchange  (EDI)  trans- 
missions, faxes,  phone  calls  and  batch 
downloads  of  data  were  considered 
state-of-the-art  communication  tech- 
niques. However,  in  today's  real-time 
world,  only  Internet-based  technologies 
and  services  provide  the  instant  commu- 
nication, quick  document  transfer,  imme- 
diate visibility  and  superior  customer  ser- 
vice that  is  necessary  for  world-class 
logistics  management." 

Logistics  is  no  longer  just  about  trucks,  warehouses  and  enter- 
prise software  tools.  How  well  a  company's  supply  chain  oper- 


"The  Holy  Grail  in  e-logistics  is  giobal  visibility  of  logis 
activities  across  all  modes,  regardless  of  the  service  prov 
ates  can  make  or  break  an  organization  where  buyers,  large  and  involved,"  says  Newton.  "The  business  of  logistics  is  incn 
small,  corporate  or  individual,  expect  immediate  responses,  fast  ingly  reliant  on  sophisticated  technology,  close  collabora 
delivery  and  build-to-order  services.  The  logistics  involved  in  ship-  with  trading  and  logistics  partners,  and  management  thro 
ping  goods  worldwide  are  becoming  too  complex  for  the  human    the  Internet. " 


ADVERTISEMENT  2 


PL  Direct  Logistics 

|  Delivers  Direct-to-Consumer  Services 

channel  retail  is,  by  nature,  a  complex  business.  Integrat-  earlier  this  year  by  APL  Logistics,  one  of  the  leading  providers 

ita  from  customers  who  use  more  than  one  touch  point,  of  global,  end-to-end  supply  chain  management  solutions, 

store,  Web  site,  mail-order  catalog  and  telephone,  is  a  backed  by  more  than  25  years  of  retail  experience.  ■ 
ing  task.  Using  that  information  to 


ie  superior  customer  service  and 
;ry  adds  to  the  challenge.  But  the 
ds  can  be  great  —  increased  sales, 
er  share  of  customer,  enhanced 
mer  satisfaction  and  retention,  and 
r,  more  efficient  operations  and 
tory  management, 
the  early  days  of  Internet  retailing, 
anies  paid  most  of  their  attention  to 
and  didn't  focus  enough  on  cus- 
service  issues  like  order  fulfillment," 
Frank  DiMaria,  president  of  APL 
Logistics.  "They  paid  a  price  for  that 
ns  of  customer  dissatisfaction.  Now 
re  saying,  'If  our  best  customers  are 
to  buy  online  or  if  they're  going  buy 
a  catalog,  then  we'd  better  worry 
that  transaction  all  the  way  to  the 
3ecause,  if  we  don't,  we're  going  to 
eturn  and  we're  not  going  to  get  the 
t  business.'  " 

.  Direct  Logistics  provides  a  cus- 
ad,  direct-to-consumer  service  that 
multichannel  retailers  capture,  ser- 
and  fulfill  online  orders  —  and 
tively  manage  the  entire  consumer 
ience.  These  Web-enabled  ser- 
and  capabilities  are  designed  to 
'e  orders  from  a  merchant's  Web 
n  real  time,  ship  the  products 
i  one  business  day,  keep  them 
e  and  accurately  recorded,  inte- 
the  electronic  and  physical  mer- 
iising  of  the  products  and  make 
stums  process  consumer-friendly, 
ompany  was  formerly  known  as 
eLogistics,  which  was  acquired 


they  get  , 

mad 


you  lose 

mone 


now  for  the 


00 


news 


ECT-TO-CONSUMER 

u  know  thai  bad  things 
let  your  customers  down. 

news  is  APL  Direct  Logistics 
retailers  avoid  the  common  pitfalls  of 
MULTICHANNEL  FULFILLMENT  with 
real-time,  web-enabled  solutions  that  can 
proactively  manage  customer  experiences. 

To  find  out  more  about  how  our  high-tech 
logistics,  transportation  and  furfillment 
services  go  BEYOND  EXPECTATIONS  to 
keep  your  customers  happy,  call  us  today 
1-866-3 


APL  Direct 
Logistics 


ADVERTISEMENT  3 


Dun  &  Bradstreet 


Web-Based  Data  Integration  Tool  Increases  Efficierj 
While  Reducing  Development  Costs 


key  component  of  the  model,  t; 
for  buyers  that  EDC  already  c 
ered  and  for  new  buyers. 

The  next  generation  of  autoi 
tion  is  EDC  Direct,  an  Intern 
based,  direct-access  system  1 


Dun  &  Bradstreet  (D&B),  the  worlds  leading  provider  of  busi- 
ness information,  as  part  of  its  aspiration  to  become  a  growth 
company  with  an  important  presence  on  the  Web,  launched 
the  D&B  Global  Access  Toolkit.  Launched  in  May,  the  Tool- 
kit allows  customers  to  easily  integrate  standardized,  global  EDCs  customers  are  usin9 

request  credit  approvals  on 

D&B  data  into  existing  applications  and  decision  support  systems  insurability  of  their  buyers.  For 

service,  EDC  needed  consist 
"packets"  of  D&B  information 
international  businesses  to 
easily  and  quickly  integrated  intc 
new  automated  decision  system 
The  D&B  Global  Access  Toe 
was  the  ideal  solution,  enabling  E 
to  access  and  integrate  D&B  in 
mation  into  its  EDC  Direct  system 
offer  the  same  speed  and  quality  of  sen 
to  customers  around  the  globe  that  it  v 
accustomed  to  providing  its  U.S.  customi 
"Technology  has  contributed  a  great  de< 
our  companies'  efficiency.  Its  greatest  Vc 
ies  in  how  it  enables  us  to  deliver  quick,  ai 


while  significantly  lowering  their  j 
development  costs  and  time. 

One  company  that  has  successfully  imple- 
mented the  Toolkit  into  its  business  operations 
is  Export  Development  Corporation  (EDC),  a 
Canadian  financial  institution  devoted  exclu- 
sively to  providing  trade  finance  services  in  support  of  Cana 
dian  exporters  and  investors  in  up  to  200  international  mar- 
kets. Through  its  insurance  and  international  finance 
solutions,  EDC  can  help  exporters  compete  in  higher-risk 
and  emerging  markets.  Its  products  and  services  are  deliv- 
ered through  sector-based  customer  teams,  plus  a  team 


dedicated  to  serving  smaller  exporters  (which  represents 

almost  90%  of  EDCs  customers).  mated  answers  on  credit  to  our  customers, "  says  Jim  Curley, 

With  nearly  80%  of  their  exports  flowing  into  the  U.S.  and  president  —  Short  Term  Credit  Group,  EDC.  "The  D&B  Glc 

Mexico,  Canadian  exporters  are  turning  increasingly  to  Europe  and  Access  Toolkit  is  helping  us  retrieve  the  information  our  syste 

Asia-Pacific  for  future  growth  opportunities.  To  help  its  customers,  and  people  need  to  make  good  insurance  decisions  as  quickly 

EDC  depends  on  rapid,  online  delivery  of  business  information  possible,  and  that  has  been  an  essential  element  of  our  growtt 

about  international  buyers  to  make  quick  insurance  decisions.  In  addition  to  using  the  D&B  Global  Access  Toolkit,  EDC  i 

D&B  has  supplied  EDC  with  online  and  mainframe  access  to  view  information  on  over  50  million  companies  worldwide 

information  on  U.S.  businesses  for  many  years.  In  the  early  1990s,  support  its  online  requirements,  as  well  as  monitor  its  portfi 

EDC  began  automating  its  credit  decision  process  with  a  main-  to  keep  current  its  database  of  more  than  40,000  buyers.  E 

frame-driven  Credit  Automation  System,  which  included  an  inter-  also  utilizes  D&B  risk  management  products  to  track  econc 

nally  developed  decision-support  model.  D&B  information  was  a  ic  conditions  in  international  markets. 

Information  about  the  D&:B  Global  Access  Toolkit  can  be  found  at  http://elobalaccess.clnb.com  or  bv  calling  call  1  -800-234-3863 


Rough  data  can  wipe  out  profits. 
D&B®  Supplier  Reduction  Services 
standardize  data  and  help  deliver 
bottom  line  results. 


High-end  procurement  systems  alpne  can't  save  your  company  money.  It  also  takes 
the  right  information,  at  the  right  time  with  the  right  tools.  Dun  &  Bradstreet's 
Supplier  Reduction  Services  and  D&B  Supplier  Assessment  Manager  (SAM) 
software  provide  a  powerful  solution  that  helps  manage  your  procurement 
data  more  profitably. 

D&B  Supplier  Reduction  Services  prepare  your  data  for  SAM  by  converting  multi- 
source  data  elements  in  your  files  into  uniform,  coherent  information.  Duplicates 
are  weeded  out  and  the  data  enhanced  with  information  from  D&B's  global 
database  on  over  63  million  businesses. 

The  result?  Your  procurement  systems  perform  as  promised  and  you  make  smarter, 
money-saving  buying  decisions.  To  discover  how  you  can  streamline  your  supply 
chain  and  enhance  your  overall  profitability,  call  now  or  return  the  attached  card 
for  a  special  limited  time  offer*  on  D&B  Supplier  Assessment  Manager. 


1800  756  2674 

b.com 


Dun  &  Bradstreet 
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5  Questions  for  Nelson  Carbonell,  Jr.  Presid 


Nelson  Carbonell  is  president  and 
chief  executive  officer  of  Cysive, 
a  leading  software  engineering 
firm  that  builds  Web,  wireless  and 
voice-activated  software  solutions 
for  companies  that  conduct  a  sig- 
nificant portion  of  their  business 
through  e-commerce  channels 
that  are  integrated  with  their  existing  internal  systems. 

Q:  Can  you  provide  a  brief  overview  of  Cysive? 
Carbonell:  Cysive  began  as  Alta  Software  in  1993  with  a  partner 
and  me  and  $1 0,000  in  the  basement  of  my  house.  We  were  pio- 
neers in  building  applications  for  the  Internet  using  technologies 
like  Java  and  XML.  We  went  public  in  1999,  and  today  we're  one 
of  the  top  software  engineering  and  services  firms.  We  have 


more  than  200  talented  employees  and,  given  the  money  wi 
raised  in  the  public  markets,  we're  financially  poised  to  re< 
our  vision  of  becoming  a  premier  software  company. 

Q:  How  does  Cysive  uniquely  help  its  customers  create  va 
Carbonell:  We  focus  on  building  products  that  give  our  ( 
tomers  a  competitive  edge.  We've  been  involved  in  the  i 
ation,  implementation  and  integration  of  complex,  highly  I 
ficked  e-commerce  sites  for  big  companies  like  Cisco,  Equ 
and  First  Union.  We  see  a  particular  demand  right  now  for  m 
channel  solutions  —  integrated  solutions  for  Web,  wireless 
voice-activated  systems.  We've  also  earned  an  impressive  ti 
record  in  key  vertical  markets  such  as  transportation  and  1 
tics.  We've  done  work  for  UPS,  DHL,  The  Hub  Group  and  m 
others.  We  think  there  is  a  real  opportunity  to  create  v£ 
in  this  space  by  taking  advantage  of  Internet  and  mo 
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1  Chief  Executive  Officer,  Cysive,  Inc. 


inologies  to  overcome  some  formidable  challenges. 

JUiat  features  set  Cysive  apart  from  the  competition? 
bonell:  Our  edge  is  expert  implementation  of  leading-edge 
nologies.  We  built  some  of  the  first  production  Java  applica- 
;;  we  were  early  into  XML  and  wireless  technology  because 
are  so  committed  to  staying  ahead  of  the  curve.  We  built 
o's  e-commerce  site,  which  today  is  the  one  of  the  world's 
;st,  with  the  vast  majority  of  Cisco's  orders  transacted  over  the 
).  We've  been  involved  in  over  100  engagements  building 
i-scale  enterprise  systems.  We  have  the  experience  and  exper- 
to  create  a  leading-edge  solution  that  can  cut  costs,  increase 
iency  and,  ultimately,  give  our  customers  a  competitive  edge. 

Mease  describe  your  principal  products  and  services. 
>onell:  Beyond  our  professional  services  and  industry-focused 


solutions,  we  are  now  planning  to  bring  to  market  an  integrated 
multichannel  software  product  that  allows  customers  to  lay  the 
foundation  for  their  existing  Web,  enterprise  and  legacy  applica- 
tions onto  one  complete  solution.  It  also  allows  them  to  quickly 
add  included  features  such  as  wireless  and  voice  interfaces.  Many 
providers  treat  these  touch  points  as  different  systems  that  will 
somehow,  magically,  get  integrated  later.  We  start  with  an  inte- 
grated platform  and  simply  plug  in  the  new  functionality  as  needed. 

Q:  What  changes  do  you  expect  over  the  next  few  years  in  this 
marketplace? 

Carbonell:  We  view  the  current  economic  slowdown  as  an 
opportunity  to  invest  in  and  develop  those  products  and  ser- 
vices that  we  believe  will  allow  us  to  lead  as  the  industry  recov- 
ers. If  things  turn  around  quickly,  we're  in  pretty  good  shape.  If 
it  lasts  a  bit  longer,  it  just  gives  us  more  time  to  get  better.  ■ 


WHAT  CONNECTS  YOU  CAN  ALSO  CONFINE  YOU. 

Our  software  solutions  provide  the  freedom  to  conduct  business  in  any 

environment  you  chose,  using  multi-channel  computing  across  multiple  platforms 
with  multiple  devices.  Don't  be  held  hostage  by  old  technology.  Let  us  set 

your  business  free.  Call  (800)  996-2582  or  visit  www.cysive.com 


Cysive. 


solutions  built 
without  boundaries 


©200 1  Cysive.  Inc.  Cysive.  is  a  trademark  of  Cysive.  Inc. 
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For  most  companies  noncore  operations,  like  waste  management, 
mailroom,  logistics  and  payroll,  eat  up  millions  of  dollars  and  man- 
hours  each  year.  Thanks  to  the  Web's  connectivity,  BPOs  will  take  on 
the  tasks  and  often  save  you  money.  —  Kerry  A.  Dolan 


jmces  iacs) 


Aft! 

www.acs-inc.com 

CEO:  Jeffrey  A.  Rich 
CFO:  Warren  Edwards 
Born  as  an  IT  services  provider  in  1988,  ACS 
has  added  a  range  of  services  aimed  at  the 
health  care,  transportation  and  retail  indus- 
tries, as  well  as  government.  It  recendy  ac- 
quired Lock- 


heed Martin's 
BPO  operations 
for  $825  million. 
ACS  processes 
claims,  runs 


well  as  market  data  and  back-office  services 
for  the  brokerage  industry.  Firms  need  only 
a  Web  browser  to  access  payroll 
information.  Recently  acquired  Avert,  an 
Internet-based  human  resources  provider, 
for  $81  million. 

CLIENTS:  IBM,  EarthLink,  Perrier. 
FINANCIALS:  ADP  earned  $496  million  in 
the  past  six  months  and  has  $1.7  billion 
in  cash.  At  a  recent  $48,  the  stock  is 
trading  near  its  52-week  low. 


Convergys 


(CVG) 


mailroom  operations,  captures  billing  data, 
tracks  packages  and  handles  the  inventory 
systems  for  restaurant  chains. 
CLIENTS:  Aetna,  UPS,  Denny's. 
FINANCIALS:  ACS  earned  $72  million  on 
$1.08  billion  in  revenue  in  the  first  six 
months  of  2001.  Its  stock  has  performed 
admirably,  climbing  nearly  80%  in  the  past 
year  to  a  recent  $79. 

Automatic  Data  Processing  (abb) 

www.adp.com 

CEO:  Arthur  Weinbach 

The  king  of  payroll  services.  Worldwide, 

480,000  companies  rely  on  Automatic  Data 

Processing  for  handling  their  payrolls.  But 

ADP  also  provides  human  resources, 

benefits  administration,  tax  filing  and 

reporting  and  retirement  plan  services,  as 


www.convergys.com 
CEO:  James  F.  Orr 
CTO:  Theodore  J.  Cwiok 
CFO:  Steven  G.  Rolls 

BPO  for  the  Forbes  500  types.  Convergys' 
biggest  business  is  in  customer  service,  call 
centers  and  technical  support  for 
companies  like  DirecTV  and  American 
Express.  Its  other  strength  is  handling 
billing,  particularly  for  companies  in  the 
wireless  phone  and  cable  industries. 
Customers  using  its  services  can  interact 
with  the  BPO  over  the  Web. 
CLIENTS:  AT&T,  Sprint  PCS,  Microsoft,  AOL 
Time  Warner. 

FINANCIALS:  Convergys  earned  $106 
million  on  $1.16  billion  in  revenues  in  the 
first  six  months  of  2001.  The  stock 
currently  trades  around  $30,  off  41%  from 
its  52-week  high. 


Electronic  Data  Systems  u 

www.eds.com 
CEO:  Richard  H.  Brown 
CTO:  Terence  V.  Milholland 
CFO:  James  Daley 
In  business  for  nearly  four  decades,  I 
now  provides  strategy,  implementation 
hosting  of  IT  on  an  application 
enterprise-wide  basis.  A  separate  BPO  u 
handles  back  office,  customer  relationsi 
management  and  personnel  manageme 
CLIENTS:  Continental  Airlines,  D 
Chemical,  U.S.  Navy  and  U.S.  Marine  Co. 
intranets. 

FINANCIALS:  EDS  earned  $746  million 
$10.1  billion  in  revenues  in  the  first  half 
2001.  The  stock,  at  $62.50,  is  up  58%  from 
52-week  low  in  October. 

PricewaterhouseCoopers 

BPO    tPri*a 

www.bpo.com 
CEO:  John  Barnsley 

CTO:  Christopher  Cook  CFO:  Stephen  Pe 
This  Big  Five  accounting  firm  handles  pi 
curement,  real  estate  and  human  resourc 
it  does  much  of  its 
work  in  the  energy 
sector.  Its  e-BPO  of- 
fering, an  ASP 
model,  lets  cus- 
tomers who  are,  say, 
outsourcing  procurement  use  the  Web  to 
tegrate  the  purchase-to-payment  process. 
CLIENTS:  BP,  Equifax,  Trade-Ranger. 
FINANCIALS:  PWC's  BPO  business  had  l 
revenues  of  $199  million  in  2000,  up  fn 
$71  million  in  1999. 


A  year  ago  there  were  more  than  60  Web  startups  targeting  the  $1.7 
trillion  global  chemical  industry.  About  a  dozen  have  vanished.  Still  this 
e-business  continues  to  grow  as  more  and  more  chemical  producers  are 
moving  their  buying  and  selling  online.  — Chana  Schoenberger 


CheMatch.com 


(Private) 


www.chematch.com 
CEO:  Larry  McAfee 
CTO:  Roberta  Kowalishin 
CFO:  Michael  Appling 
This  commodity  chemical  trading  exchange 
is  seeing  an  increase  in  big-company  cus- 
tomers, according  to  chief  executive  Larry 
McAfee.  A  marketplace  for  plastics,  feed- 
stocks, fuel  and  other  nonbranded  chemi- 
cals, CheMatch  boosted  its  petrochemical 
offering  by  acquiring  the  Energy  Group,  a 
refinery-products  exchange,  in  December. 
CLIENTS:  90  companies,  including  DuPont, 


Enron  and  GE  Plastics. 
FINANCIALS:  Traded  1  million  tons  in  vol- 
ume last  quarter.  To  date  has  raised  $50 
million  in  funding  from  backers  like  Bat- 
tery Ventures,  Sprout  Group,  DuPont  and 
Bayer. 


ChemConnect 


(Private) 


www.chemconnect.com 
CEO:  John  K.  Robinson 
In  June  ChemConnect,  a  marketplace  for 
chemicals,  merged  with  Envera,  a  technol- 
ogy enabler  that  connects  the  purchasing 
software  systems  of  chemical  producers  to 


their  customers'  computer  s 
terns.  Envera's  Web  site  allow 
companies  to  purchase  and  < 
chemicals  electronically  and 
manage  their  orders  online. 
CLIENTS:  BASF,  GE  Plastics,  other  big  che 
ical  producers. 

FINANCIALS:  In  the  second  quarter  the  s 
processed  transactions  worth  some  $ 
million.  Before  the  merger,  the  two  co: 
panies  raised  $130  million.  ChemConn 
expects  to  be  profitable  by  the  last  qu 
ter  of  2002. 


Elemica 


(Priva 


www.elemica.com 

CEO:  Kent  A.  Dolby 

CTO:  Stewart  H.  McCutcheon 

CFO:  Mark  Kerschner 


44    FORBES*  Best  of  The  Web  •  September  10,  2001 


IKON's  digital  expertise  gives  you  more  time  for  the  things  that  really  count. 

Planning  time.  Project  time.  Presentation  time.  You  get  more  time  for  them  all,  with  IKON's  digital  solutions.  Our 
best-of-breed,  high-speed,  digital  black-and-white  and  color  copiers  connect  to  your  network,  so  you  can  print,  collate 
and  finish  documents  from  your  desktop.  You  can  even  distribute  and  print  in  up  to  34  different  cities,  with  our  Web-based 
al  Express'"  2000.  Let  IKON  help  you  communicate  your  business  information  more  effectively.  Jump  to  www.ikon.com/tiine 
11 1-888-ASK-IKON  ext.  160 


fes,  IKON !  lor:  Copiers,  Printers,  Facilities  Management,  Legal  Document  Services,  Business  Imaging,  Copying  and 

g,  e-Business  and  Document  Management  Solutions,  Network  and  Integration  Services,  and  Training  and  Certification  Services 

-I  Office  Solutions,  Inc.  2000.  IKON  Office  Solutions*  IKON:  The  Way  Business  Gets  Communicated5",  YES,  IKON!"  and  Digital  Express*  2000  are 
jrks  of  IKON  Office  Solutions,  Inc. 


iKpN 


The  Way  Business 
Gets  Communicated" 


MbOI      I  lav  IIVM 


This  consortium  site  is  backed  by  22 
industry  heavyweights,  including  the  big 
three — BASF,  Dow  and  DuPont.  Since  April 
the  system  has 
been  operational 


GE  Polymcrland 


(GE) 


in  the  U.S.  and  Eu- 
rope, with  other 
regions  slated  to 
come  online  soon. 
Four  of  the  original  companies  are 
already  trading  chemicals  through 
the  site. 

CLIENTS:  The  22  founders,  including 
DuPont,  Dow  Chemical,  BASF,  Bayer, 
Sumitomo  Chemical  Co.,  Mitsubishi 
Chemical. 

FINANCIALS:  Received  $140  million  from  in- 
vestors since  August  2000. 


www.gepolymerland.com 
CEO:  John  Serai  (CIO  of  GE  Plastics) 

The  distribution  arm  of  GF.'s  plastics 
business  started  as  a  warehouse  system 
and  turned  into  an  online  market- 
place selling  30,000  different  resins  and 
plastics.  Scientists  and  engineers  in 
different  locations  use  the  site  to 
collaboratively  design  molecules.  Makes 
money  through  distribution  fees 
and  doesn't  charge  for  design  features. 
CLIENTS:  Plastic  suppliers  include 
BASF,  Atofina,  Chevron,  Rhodia  and 
others. 

FINANCIALS:  Revenues  of  $1.5  billion  on 
125,000  orders  last  year.  Expects  to  double 
its  revenues  in  2001. 


Omnc 

www.omnoxus.com 
CEO:  Peter  Dunning 
CT0:  Bill  Murphy     CF0:  Michael  J.  Wal 
This  exchange  for  injection-molding  ma 
rials  focuses  on  middle-market  plast 
companies  and  competes  with  GE  Polymi 
land.  Initially  founded  and  backed  by  Bay 
BASF,  Dow,  DuPont  and  Ticona,  it  is  ci 
rently  considering  selling  its  own  supj 
chain  software  to  client  members. 
CLIENTS:  25  suppliers,  including  five  four 
ing  investors. 

FINANCIALS:  Recently  added  as  equ: 
backers  injection  molding  machine 
maker  Engel  and  the  Atofina  division 
TotalFinaElf.  Site  has  raised  $70  milli 
thus  far. 


Collaborating  with  business  partners  has  never  been  easier,  thanks  to  the 
Web.  Almost  every  big  software  developer  is  focusing  on  this.  The  hottest 
areas  are  design  and  engineering— where  MatrixOne  and  Parametric 
Technology  excel— and  supply-chain  management.  —Constance  Gustke 


Agile  Software 


(AGIL) 


www.agflesoft.com 
CEO:  Bryan  Stolle 
CTO:  David  Hartzband 
CF0:  Thomas  Shanahan 
Agile  makes  procurement  and  management 
software  that  helps  manufacturers  improve 
efficiency.  Well-entrenched  in  the  high-tech 
arena,  Agile's 
biggest  challenge 
is  moving  into 
auto  and  med- 
ical. After  a  pro- 
posed merger 
with  Ariba  collapsed,  Agile  passed  a  poison- 
pill  measure. 

CLIENTS:  Lucent  Technologies,  Dell  Com- 
puter, Texas  Instruments. 
FINANCIALS:  Recently  reported  that  lousy 
business  conditions  are  worsening  its  losses. 
First  quarter  revenues  ending  July  3 1  are  es- 
timated at  $22  million,  cash  $300  million; 
stock  is  hovering  near  a  low  of  $12. 


Manugistics 


1MANU) 


www.manugistlcs.com 

CEO:  Gregory  Owens 

CTO:  Robert  Phillips  CFO:  Raghavan  Rajaji 
Up  until  two  years  ago,  Manugistics  was  badly 
floundering.  But  its  new  CEO,  Gregory  Owens, 
gobbled  up  tech  companies,  like  pricing  opti- 
mizer Talus  Solutions,  and  focused  relendessly 
on  selling  its  well-regarded  software,  which 


helps  large  companies  track  supplies  and 
collaborate  with  suppliers.  Now  Manugistics  is 
breaking  new  ground  in  applications  such  as 
revenue  optimization,  which  helps  suppliers 
sell  products  more  profitably. 
CLIENTS:  Amazon,  Compaq,  DuPont, 
Marriott,  Ford,  BMW,  Harley- Davidson. 
FINANCIALS:  Due  mosdy  to  acqusition-related 
costs,  Manugistics  posted  a  $23.4  million  loss 
in  first-quarter  2001.  Stock  has  fallen  from 
$66  to  $15. 


MatrixOne 


(MONE) 


www.matrixone.com 
CEO:  Mark  F.  O'Connell 
CFO:  Maurice  L.  Castonguay 
MatrixOne  is  an  aggressive  up-and-comer  in 
product  design.  Its  least  expensive  $  1 50,000 
software — mostly  aimed  at  engineering 
firms — is  well-regarded  for  its  flexible  archi- 
tecture design;  customers,  partners,  suppliers 
and  employees  can  collaborate  over  the  Web 
in  a  secure  virtual  private  network. 
CLIENTS:  General  Electric,  Procter  &  Gam- 
ble, Honda  Motor,  Nokia. 
FINANCIALS:  Net  income  for  the  third  quar- 
ter ending  in  March  leaped  to  $2.6  million 
compared  to  a  loss  of  $2.9  million  last  year. 
Stock  is  down  to  $12  from  $41. 

Parametric  Technology  (mm 


CTO:  James  E.  Heppelmann 
CFO:  Edwin  Gillis 
FTC  helps  big  companies  desi 
and  build  complex  products  oi 
computer  and  then  share  the  desi 
with  internal  teams  and  trading  partn< 
Analysts  give  PTC  high  marks  for  consist* 
execution  and  innovation.  Its  Web-based  sc 
ware,  Windchill,  which  is  aimed  at  strengi 
ening  its  corporate  presence,  is  showing  n 
mentum.  Recently  announced  that  it  wov 
have  to  shed  10%  of  its  work  force. 
CLIENTS:   Ferrari   SpA,  Airbus  S.A 
Lockheed  Martin,  Harley-Davidson. 
FINANCIALS:  The  company  earned  $6.7  rr 
lion  on  $229  million  in  revenues  in  the  th 
quarter  ending  June  30.  Stock  is  down  to 
from  a  high  of  $17. 


SAP 


(Si 


www.ptc.com 

CEO:  C.  Richard  Harrison 


www.sap.com 

CEO:  Hasso  Plattner  &  Henning  Kagermar 
CFO:  Werner  Brandt 

SAP,  the  world's  third-largest  softwaremal* 
leaped  into  collaboration  by  partnering  w 
e-procurement  wiz  Commerce  One.  T 
result:  SAPMarkets.  SAP's  large  client  base 
about  1 5,000  mostly  blue-chip  companies 
translates  into  plenty  of  crossover  sell! 
power.  So  far,  the  alliance  gets  high  marks 
its  suite  of  products.  The  partnershi] 
MarketSet  software  helps  companies  set 
their  own  branded  online  marketplaces. 
CLIENTS:  Shell  Oil,  Bertelsmann,  Quaker  Oi 
FINANCIALS:  $1.1  billion  in  liquid  assets 
of  the  second  quarter  ending  June  30.  Sa 
increased  24%  to  $1.6  billion  in  the  sai 
quarter.  NYSE-listed  ADRs  trade  at  $37. 
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Customers  will  try  anything  to  get  your  attention. 


9 

78 
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H  E  L  P 

Rre  you  ready  to  hear  them? 

Customers  can  be  unpredictable.  One  minute,  they're  trying 
to  reach  you  via  email,  and  the  next  they  are  calling  you  on 
the  phone.  PRC  provides  end-to-end  customer  service  across 
virtually  any  channel  that  your  customer  chooses  -  including 
phone,  email,  chat  and  fax.  In  fact,  we've  been  doing  it  for 
nearly  20  years  for  some  of  the  biggest  names  in  business. 
Want  loyal  customers?  Hear  them  with  PRC. 


For  more  information,  call  888-Call-PRC  oruisit  UJUJiu.prcnet.com 


Precision  Response  Corporation 

The  leader  in  integrated  customer  care 


)  Precision  Response  Corporation,  2001 
RC  is  a  division  of  USA  Networks,  Inc. 


0 


Most  businesses  already  use  the  Web  to  buy  and  sell  computers  and  find 
IT  services  like  Web-hosting.  In  this  business  the  competition  is  fierce  and 
the  margins  razor  thin.  One  pick,  DoveBid,  is  profiting  by  auctioning  the 
computers  of  dying  dot-coms.  —Adam  Leitzes  and  Joshua  Solan 


DoveBid 


(Privi 


Alibaba.com 


(Private) 


www.alibaba.com 
CEO:  Jack  Ma 
CFO:  Joseph  Tsai 

One  of  the  better-known  Chinese  Internet 
companies,  Alibaba.com  is  a  global  B2B  mar- 
ketplace for  all  types  of  goods.  More  than 
1 1 ,000  items  are  listed  in  the  Computers  & 
Software  category.  Year  2000  revenue  was 
light — under  $1  million — due  to  the  fact 
that  the  majority  of  its  services  are  free,  but 
the  company  is  now  offering  various  trade 
information  services  focused  on  individual 
vertical  markets.  Alibaba.com  has  partnered 
with  Dunn  &  Bradstreet  for  an  upcoming 
addition  to  its  site  called  TrustPass — akin  to 
EBay's  feedback  forums — to  help  its  large 
international  list  of  buyers  and  sellers  feel 
more  secure  transacting  online. 
CLIENTS:  Shen  Zhen  Luwen  Electronics 
Co.,  Sassin  International  Electric  Co., 
Data  Voice  Electronics,  Grand  Re-  ^ 
sources  Co.,  Ningbo  Xinhai  Electronics. 
FINANCIALS:  $25  million  in  funding  from  Soft- 
bank, Goldman  Sachs,  Fidelity  Capital. 

CDW  Computer  Centers  (CDWC) 

www.cdw.com 
CEO:  John  Edwardson 
CFO:  Harry  J.  Harczak  Jr. 
CDW  offers  direct  sales  of  computer  hard- 
ware and  software  to  business  and  govern- 
ment customers.  The  company's  Web  site 


and  catalogs  offer  products  from  all  major 
manufacturers,  including  Adobe,  Apple, 
Cisco,  Compaq,  Computer  Associates, 
Epson,  Hewlett-Packard,  IBM,  Intel  and  Mi- 
crosoft, through  dedicated  customer  account 
representatives,  also  available  online. 
CLIENTS:  300,000-plus  commercial  accounts. 
FINANCIALS:  Nearly  $2  billion  in  sales  and 
$83  million  in  net  income  in  first  half  2001. 
Its  $3.7  billion  market  cap  is  off  50%  from  its 
all-time  high. 


Dell 


(DELL) 


www.dell.com 
CEO:  Michael  Dell 

CIO:  Randall  Mott  CFO:  James  Schneider 
The  master  of  sell- 
ing customized 
desktop  and  note- 
book computers  di- 
rect to  the  customer 
is  putting  up  a  fight 
against  Compaq,  Gateway  and  HP  in  the  ex- 
ploding worldwide  server  market,  which  in- 
creased 17%  last  year.  Michael  Dell  won't 
stop  there.  He's  already  extended  his  model 
to  storage.  Next  up:  switches  and  local  area 
networks. 

CLIENTS:  AT&T,  Ernst  &  Young,  First  Union, 
Nasdaq,  U.S.  Navy,  U.S.  Marine  Corps. 
FINANCIALS:  $70  billion  market  capitaliza- 
tion and  $32  billion  in  sales  for  fiscal  year 
ended  February  2001. 


www.dovebid.com 
CEO:  Ross  Dove 
CTO:  Francis  luliano     CFO:  (  loi  .  Ra 

Chairman  and  CEO  Ross  Dove  has  been  cal 
the  undertaker  of  the  New  Economy  beca 
the  auctioneer  has  recently  been  selling 
assets  of  failing  tech  companies.  Among  ot 
equipment,  used  computers  and  periphe 
are  sold  online  and  on-location  almost  d< 
It  is  now  their  most  popular  category. 
CLIENTS:  Hughes  Electronics,  IBM,  So 
Lockheed  Martin,  Quantum,  Raythe 
Packard  Bell. 

FINANCIALS:  Raised  over  $150  million  in 
funding  since  1999,  but  business  1 
recently  exploded.  Revenues  should  ell 
to  $150  million  this  year  from  $19  mill 
in  1999. 


Exodus 


(EX 


www.exodus.com 

CEO:  Ellen  Hancock 

CFO:  William  Austin 

The  leader  among  Web-hosting  firms,  E 

dus  has  extended  its  offering  to  security  j 

vices,  including  managed  firewall  servi 

and  virtual  private  network  design  and 

ployment.  Other  managed  services  incli 

content  distribution,  caching,  storage  < 

messaging. 

CLIENTS:  Wellpoint  Health  Networks, 
Flags,  ABN  AMRO,  Covisint,  Martha  Stev 
Living  Omnimedia. 

FINANCIALS:  Revenues  are  growing  fast, 
so  are  losses:  over  $800  million  in  the  f 
half  before  an  accounting  charge.  But  c 
flow  is  positive.  Stock  languishes  at  $1.71 


The  experts  said  construction  was  tailor-made  for  the  B2B  revolution  and  | 
the  players  jumped  in.  Now  a  shakeout  has  killed  BuildNet.com  and  | 
Buzzsaw.com.  Many  of  the  survivors  sell  systems  that  address 
administrative  tasks  associated  with  construction  projects.  —Doug  Donovan 


m 


Bricsnet 


(Nasdaq  Europe;  BS NT) 


www.bricsnet.com 
CEO:  Erikde  Keyser 
CTO:  Maarten  van  Emmerik 
CFO:  Luc  Schets 

Corporate  landlords  pay  over  $50,000  for 
Bricsnet's  Building  Center  technology,  which 
manages  design  and  construction  projects, 
leasing,  financial  reporting  and  other  aspects 
of  operating  commercial  real  estate.  The 
company  recently  closed  on  an  all-stock  ac- 
quisition of  Constructeo  of  Paris. 
CLIENTS:  Cisco,  Hilton  Hotels,  3Com,  An- 
them Blue  Cross  &  Blue  Shield. 


FINANCIALS:  Bricsnet  recently  raised  about 
$9  million  in  equity  and  convertible  bonds 
from  European  investors.  But  it  continues  to 
bleed.  Lost  $2.2  million  in  the  first  quarter. 


BuildPoint 


(Private) 


www.buiidpoint.com 
CEO:  Mike  Kaul 

CTO:  Florian  Aalami  CFO:  Raj  Mathew 
BuildPoint  provides  companies  with  Web- 
based  programs  used  to  bid  on  construction 
projects.  It  also  provides  subcontractor  qual- 
ification services  and  a  directory  on  where 
to  buy  products  needed  for  construction 


|  projects.  The  company  is  nov 
I  censing  its  technology  allow 
companies  to  conduct  bidding 
their  own  Web  sites.  Rumorec 
be  close  to  a  deal  with  Bechtel. 
CLIENTS:  1 8  construction  companies,  incl 
ing  Baugh  Enterprises,  Grunley  Construct] 
Linbeck  Construction. 
FINANCIALS:  In  March  announced  a  cc 
pleted  $28  million  in  funding.  Investors 
elude  Construction.com,  J.P.  Morgan, : 
Ventures  and  Thomas  Weisel  Partners. 


Construction.com 


(Priv; 


www.consfruction.com 

CEO:  Norbert  Young  Jr. 

CFO:  Kenneth  J.  Michaels 

Just  this  summer  this  Web  business  of  p 

lisher  McGraw-Hill  went  from  pure  c< 
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to  providing  contractors  with  the 
ty  to  bid  jobs,  buy  products,  schedule 
work  and  manage  architectura 
rings.  It  aligned  with  BuildPoint.com 
E-Builder.com  earlier  this  year  to 
er  most  of  its  e-commerce  initiatives. 
NTS:  DuPont,  Porter  Athletic  Equip- 
t,  California  Stainless  Manufacturing. 
NCIALS:  Part  of  the  Information  and 
ia  Service  division  of  McGraw-Hill, 
h  saw  a  net  income  increase  in  2001  of 
to  $208  million. 

^Technologies  cmy^ 

r. mh2.com 

Michael  Holigan 

Steve  Buttry  CFO:  Jack  Davis 

ides  wireless  software  programs  to  man- 


age scheduling  and 
ordering  for  con- 
struction projects. 
"We  have  a  couple 
hundred  home- 
builders  and  a  few  thousand  subcontractors 
who  are  paying  fees,"  says  Michael  Holigan, 
president  of  MH2Technologies  and  host  of 
television  show  Your  New  House.  Fees  vary: 
Some  companies  pay  $60  per  month  for  each 
house  they  are  building.  The  company's  flag- 
ship product,  MH2BuildPro,  connects  sub- 
contractors, suppliers  and  builders. 
CLIENTS:  D.R.  Horton,  Williams  Bros.  Lum- 
ber Co. 

FINANCIALS:  Estimated  2001  revenues,  $15.2 
million;  expects  to  break  even  by  the  end  of 
the  year. 


Primavera 


(Private) 


s  will  spend  over  $20  billion  on  CRM  this  year,  despite  recent  studies 
ng  that  much  of  the  software  fails  to  live  up  to  its  promise  of  improving 
omer  relations.  Spending  is  expected  to  double  by  2004.  That  should 
)  firms  like  SAP,  Oracle  and  leader  Siebel  busy.  —Constance  Gustke 


iphany 


r. epiphany.com 

Roger  Siboni 

Roy  Camblin  CFO:  Kevin  Yeaman 
>hany's  Web-based  CRM  software  has  al- 
been  noted  for  its  ability  to  extract  cus- 
>r  information  from  company  databases 
legacy  sys- 
.  Recently  it 


customer  interactions  and  coordinates  it 
historical  data,  presenting  a  single  view 
he  salesperson.  The  San  Mateo,  Calif. - 
i  company  has  been  hit  hard:  Its  second- 
ter  loss  was  $19  million.  Its  bubble  stock 
:  peak  was  over  $300  per  share.  Today, 
:s  trade  for  $9. 

NTS:    DaimlerChrysler,  American 
ess,  Citigroup,  the  Gap. 
4CIALS:  Projected  revenues  are  $134  mil- 
for  2001.  As  of  June  30,  cash  was  $350 
on.  Its  stock  trades  at  $7,  down  from  $75. 


icle 


(ORCL) 


i.  oracle,  com 

Lawrence  J.  Ellison 
Jeffrey  O.  Henley 

is  a  controversial  choice  in  CRM,  since 
:le  has  been  losing  badly  to  Siebel.  But  the 


world's  second-largest  softwaremaker  still 
has  mighty  pluses:  deep  pockets  and  a  pow- 
erful name.  Also,  it's  a  newcomer,  entering 
CRM  just  12  months  ago.  Though  analysts 
decry  Oracle's  suite  of  products  for  its  lack  of 
depth,  it  does  offer  integration.  And  given  the 
high  cost  of  implementation — about  60%  of 
CRM's  total  cost,  according  to  Meta  Group — 
Oracle  still  has  a  fighting  chance. 
CLIENTS:  BellSouth,  Hewlett-Packard. 
FINANCIALS:  Rock  solid.  Cash  totaled  $5.9  bil- 
lion as  of  the  fiscal  year  ending  May  31.  Net 
income  rose  25%. 


www.primavera.com 

CEO:  Joel  Koppelman 
CT0:  Richard  Faris 
CFO:  Mitchell  T.Codkind 
Founded  in  1983  as  a  project  management 
software  provider,  the  company  now  offers  a 
browser-based  version  called  PrimeContract. 
Both  Intel  and  12  Technologies  have  made 
equity  investments,  and  Intel  is  using  the 
software  to  build  a  new  factory.  The  system 
focuses  on  fostering  collaboration  and  man- 
aging procurement  and  supply  chains  for 
commercial  construction  projects. 
CLIENTS:  Bechtel  Group,  Chevron,  Johnson 
&  Johnson,  PanteOos. 

FINANCIALS:  2001  revenues  of  $74  million; 
expects  to  go  public  when  market  returns. 


million.  Its  stock  has  held  up  well 
during  tech's  rout. 


SAP 


(SAP) 


PeopleSoft 


(PSFT) 


www.peoplesoft.com 
CEO:  Craig  Conway 

CT0:  Rick  Bergquist  CFO:  Kevin  Parker 
PeopleSoft  bought  its  way  into  the  CRM  busi- 
ness by  purchasing  Santa  Clara, 
Calif. -based  specialist  Vantive  last 
year  for  $433  million.  Its  newest 
product,  PeopleSoft  8,  is  enterprise 
software  that  includes  six  robust 
CRM  applications  designed  to  help 
salespeople  monitor  and  communicate  with 
their  customers  via  the  Internet.  The  new 
suite  is  one  reason  PeopleSoft  recently  re- 
ported a  27%  gain  in  total  revenue  over  a 
year  ago. 

CLIENTS:  Thomson  Financial,  FedEx,  France 
Telecom,  ABN  AMRO  Holding. 
FINANCIALS:  As  of  June  30,  cash  was  $331 


www.sap.com 

CEO:  Hasso  Plattner  &  Henning 
Kagermann 
CFO:  Werner  Brandt 

The  German  giant  is  gunning  for  industry 
leader  Siebel  Systems  with  its  MySAP,  an  open 
Internet  business  suite  that  contains  commerce 
and  relationship  tools.  Simply  by  leveraging 
their  existing  enterprise  relationships,  SAP  has 
already  grabbed  850  clients  worldwide. 
MySAP's  main  strengths  include  broad  func- 
tionality and  front-  to  back-office  integration. 
CLIENTS:  Philip  Morris,  Sony,  Gillette. 
FINANCIALS:  Strong  revenue  growth  and  $1.1 
billion  in  liquid  assets  as  of  June  30. 


Siebel  Systems 


(SEBL) 


www.siebel.com 
CEO:  Thomas  M.  Siebel 
CTO:  Bill  Edwards  CFO:  Ken  Goldman 
This  A-list  CRM  leader  currently  commands 
17%  of  the  market,  ac- 
cording to  AMR.  It's  the 
partner-of-choice  in  this 
software  (see  Magnetic  40, 
May  21).  "They  have  the 
most  functionally  broad 
and  deep  CRM  suites,"  says  Liz  Shahnam,  ana- 
lyst with  Meta  Group.  In  April  Siebel  launched 
ERM,  which  helps  companies  retain  and  man- 
age employees. 

CLIENTS:  IBM,  General  Electric,  Enron,  Chase. 
FINANCIALS:  $1.5  billion  in  cash  as  of  June 
30  and  a  stock  that  has  hovered  around  $35 
a  share,  compared  to  a  high  of  $  1 1 9  last  year. 
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While  B2B  companies  disappear  weekly,  platforms  for  trading  or  managing 
electricity  and  other  utilities  are  thriving.  Enron  continues  to  lead  the 
market,  having  passed  I  million  transactions  since  EnronOnline  was 
launched  in  late  1999.  —Eileen  Glanton 


Automated  Power  Exchange  XPriiate) 

www.apx.com 
CEO: John  Yurkanin 

CTO:  Matthew  Ledna  CFO:  Russ  Kinsch 
APX  uses  the  Web  to  trade  electricity, 
transmission  rights  and  grid  support  ser- 
vices, making  it  one  of  the  most  compre- 
hensive electricity  marketplaces.  The  com- 
pany has  also  made  a  foray  into  renewable 
energy  markets,  allowing  buyers  to  trade 
green  power  (solar,  wind,  geothermal), 
brown  power  (natural  gas,  hydroelectric- 
ity,  coal,  nuclear  power)  or  any  blend  of 
the  two. 

CLIENTS:  BP  Energy,  ComEd,  Enron. 
FINANCIALS:  Trading  volume  rose  from 
$250  million  in  1999  to  $850  million  in 
2000.  Still  unprofitable,  the  company  raised 
$36.1  million  last  fall. 


EnronOnline 


(EHE) 


www.enrononline.com 

CEO:  Greg  Piper 
CIO:  Mark  Pickering 
CFO:  Andrew  S.  Fastow 
Energy  giant  Enron 
now  handles  about 
60%  of  its  business 
through  its  elec- 
tronic trading  plat- 
form. That's  an  av- 
erage of  $3.5  billion  in  trades  each  day, 
making  Enron  the  clear  leader  in  the  energy 


■  — • — 

B2B  world.  In  the  second  quarter,  the  com- 
pany surpassed  1  million  transactions  since 
EnronOnline  was  created  in  November 
1999.  No  anonymous  bidding  or  match- 
making here:  Enron  is  the  market  maker 
for  every  deal. 

CLIENTS:  Royal  Dutch/Shell,  Duke  Energy. 
FINANCIALS:   The   online   business  is 
boosting  Enron's  bottom  line,  shaving 
transaction  costs  by  75%  last  year.  Its 
stock  has  fallen  50%,  to  $42. 

IntercontinentalExchange  (Private) 

www.intcx.com 

CEO:  Jeffrey  Sprecher 
CFO:  Edwin  Marcial 

Recently  exceeding  $1  billion  in  daily  trad- 
ing volume,  IntercontinentalExchange  has 
emerged  as  Enron's  primary  online  com- 
petitor. British  Petroleum  and  Royal 
Dutch/Shell  hold  equity  stakes, 
as  does  Goldman  Sachs.  In  April  Inter- 
continentalExchange acquired  London's 
International  Petroleum  Exchange 
for  roughly  $100  million.  When  that  deal 
is  completed,  the  IPE's  open-outcry  sys- 
tem will  be  replaced  by  all-electronic 
transactions. 

CLIENTS:  Enron,  BP,  Royal  Dutch/Shell. 
FINANCIALS:  In  July  2000  six  new  com- 
panies took  equity  stakes,  including 
Duke  Energy,  El  Paso  Energy  and  Reliant 
Energy. 


Eighteen  months  ago  Web  exchanges  seemed  to  be  a  perfect  fit  for  selling 
millions  of  electronic  components.  Apparently  buyers  still  prefer  human 
contact  or  EDI  systems.  Now  Web  players  offer  other  services,  like  supply- 
chain  management  and  parts  information.  —Adam  Leitzes  and  Joshua  Solan 


Converge 


(Private) 


www.converge.com 
CEO:  Bob  Lewis 

CIO:  Lynn  Wilson  CFO:  Mark  Williams 
Industry-sponsored  electronics  exchange 
backed  with  an  initial  $100  million  from 
AMD,  Compaq,  HP,  Samsung  and  1 1 
others.  Converge  hopes  to  provide  add-on 
services  for  supply  chains,  including 
design  and  planning  capabilities  and 
logistics.  In  February  Converge  acquired 
trading  firm  NECX  from  VerticalNet 
for  $60  million  in  cash  and  a  19.9% 
equity  stake.  Despite  well-heeled  founders, 


Converge  and  IBM-backed  competitor 
E2open  have  yet  to  sign  up  a  large  number 
of  users. 

CLIENTS:  Fujitsu,  Agilent  Technologies. 
FINANCIALS:  Raised  $100  million  in  lune 
2000,  in  addition  to  $2  million  in  prepay- 
ment for  services  from  each  of  the  15 
founders. 


E2open 


(Private) 


www.e2open.com 
CEO:  Mark  Holman 

CTO:  Greg  Clark  CFO:  Paul  Sterne 

In  addition  to  being  backed  by  IBM,  Mat- 


Pattteiliis 


(Priv 


www.pantellos.com 
CEO:  Graham  ( Collins 
CTO:  Moneesh  Arora 
CFO:  Keith  St.  Clair 

Last  year  21  major  utility  and  energy  cc 
panies,  including  American  Electric  Poi 
Consolidated  Edison  and  Duke  Enei 
formed  Pantellos.  The  site  acts  as  a  marl 
place  for  more  than  100  buyers  and  sel 
of  electricity.  Besides  energy  transaction 
also  offers  services,  like  supply-chain  m 
agement,  for  utilities. 
CLIENTS:  Alliant  Energy,  Bonneville  Po 
Administration,  Rochester  Gas  &  Elecl 
Toronto  Hydro- Electric  System  Ltd. 
FINANCIALS:  Some  $200  million  in  tran: 
tions  year-to-date. 


Silicon  Energy 


(Priv 


www.siliconenergy.com 
CEO:  lohn  Woolard 

CTO:  Dale  Fong  CFO:  Jack  Jenkins-Si 
Silicon  Energy  makes  software  that  hi 
companies  monitor  and  manage  their 
ergy  usage  in  an  effort  to  cut  costs.  En« 
providers  also  use  their  products  to  pre 
usage  patterns.  A  slew  of  new  custon 
pushed  revenue  to  $4.3  million  in  the  1 
quarter,  up  from  $650,000  a  year  ago. 
CLIENTS:  Pacific  Gas  &  Electric,  Califoi 
State  University  at  Long  Beach. 
FINANCIALS:  Investors  include  United  T< 
nologies,  Accenture  and  Morgan  Stan 
The  company  lost  $30  million  in  2000. " 
could  be  a  make  or  break  year  for  the  a 
pany,  which  recendy  filed  for  an  initial  p 
lie  offering. 


sushita,  Nortel  and  seven  ol 
top  names  in  the  computer 
electronics  business,  E2oj 
boasts  funding  from  Crosspi 
Venture  and  Morgan  Stan 
E2open  specializes  in  supply-chain  i 
terns  that  help  companies  collaborate  v 
manufacturing  partners  and  manage 
ventory  effectively.  Whereas  traditic 
supply-chain  software  from  vendors  s 
as  12  and  Manugistics  helps  companies 
timize  in-house  processes,  E2open's  p 
prietary  technology  optimizes  commi 
cation  between  thousands  of  busir 
partners  via  the  Internet. 
CLIENTS:  LG  Electronics,  IBM. 
FINANCIALS:  Raised  $200  million 
August  2000.  Expects  to  be  profitabli 
late  2002. 
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,  well,  well.  The  omniscient  groundhog 
lly  met  its  match, 
mr  very  own  "Seer  of  Seers,  Sage  of 
5rognosticator  of  Prognosticates. " 
;  Pontrelli. 

Clairvoyant  of  Climates  knows  that 
:ess  of  buying  and  selling  wholesale 
ity  and  natural  gas  depends  on  the 
ature.  And  that  the  demands  for 
lo  fluctuate  based  on  just  how  hot  or 
is  outside. 

;  also  aware  that  having  early,  accurate 
ute  weather  forecasts  gives  PPL 
"icant  advantage  in  the  stormy 
ity  marketplace, 
/like  Pontrelli  vigilantly 
rlimatic  patterns  and  then 
;  his  weather  reports  before  the  market 
rading  at  7  a.m.  And  he  delivers 
traight  to  the  PPL  traders,  who  now 
rrmine  how  much  demand  is  anticipated, 
uch  electricity  we  need  to  supply  and 
to  sell  or  buy  it. 

ause  we  believe  in  being  ready  to  power 
kilowatt's  notice,  we're  in  the  process 

p.  2001  Ali  rights  reserved. 


Meet 

Punxsutawney 

Pontrelli 


of  building  several  power  plants  where  they're 
needed,  when  they're  needed.  In  Washington, 
Arizona,  Connecticut,  Pennsylvania, 

How  on-the-spot  forecasts 

and  on-the-trading  floor  decisions 

get  pOWer  to  where 
it's  needed  most. 

New  York  and  Illinois,  to  be  precise. 

Today,  the  company  that  began  as  a  local 
energy  provider  for  eastern  and  central 
Pennsylvania  has  burgeoned  into  one  of  the 
nation's  leading  marketers  of  electricity  in  42 
states  and  Canada. 


Mite  Pontrelli,  PPL  Meteorologist. 

It's  no  wonder  that  we've  never  lost 
sight  of  our  commitment. 

We  deliver  on  our  power.  We  deliver 
on  our  promises. 

No  matter  which  way  the  wind  is 
blowing. 

unvw.ppl web.  com 


Nccd2Buy 


(Private) 


www.need2buy.com 
CEO:  Maury  Friedman 
CTO:  Ronnie  Amrany 
CFO:  Stephanie  Hamilton 
Need2Buy  helps  companies  locate  obsolete, 
short-supply  and  other  hard-to-find  electron- 
ics components.  It  also  helps  clients  dispose 
of  excess  inventory.  Clients  use  its  SuperCata- 
log  to  search  the  inventory  from  more  than 
30  distributors.  In  May  Need2Buy  announced 
a  partnership  with  Alventive  that  added  de- 
sign and  supply  chain  collaboration  tools. 
CLIENTS:  Honeywell,  IBM,  Motorola,  Flex- 
tronics, Sanmina,  Solectron. 
FINANCIALS:  Raised  $3  million  in  Decem- 
ber 1999  and  $47  million  in  July  2000 
and  claims  to  still  have  more  than  half 
the  cash. 


PartMincr 


(Private) 


www.frcetradezone.com 
CEO:  Daniel  Nissanoff 
CIO:  Thomas  Sauerbrei 
CFO:  William  R.  Engles  Jr. 
Helps  companies  locate  short-supply  compo- 
nents and  handle  outsourced  procurement  for 
a  number  of  manufacturers.  Its  Free  Trade 
Zone  is  an  electronics  component  marketplace 
with  information  on  15  million  parts  and 
more  than  125,000  registered  users.  Rather 
than  simply  hosting  an  open  auction,  Fart- 
Miner  provides  buyers  with  the  ability  to  con- 
trol which  suppliers  receive  RFQs. 
CLIENTS:  Buyers  include  Dell,  Celectica, 
E2open;  suppliers,  Newark  Electronics,  Digi- 
Key,  Future  Electronics. 
FINANCIALS:  Over  $130  million  in  funding 
from  Cahners  Business  Information,  Cold- 


man  Sachs,  Agile  Software  and  others. 


Viacorc 


0*riva 


www.viacore.com 
CEO: I  adi  Chehade 

Helps  electronics  components  firms  laun 
private  exchanges.  Its  expertise  is  in  wic 
scale  private  networks  consisting  of  hu 
dreds  or  thousands  of  trading  partne 
Founder  Chehade 
also  founded  Roset- 


4 


taNet,  which  pro- 
motes B2B  commu- 
nication standards. 
CLIENTS:  Approxi- 
mately 30  cus- 
tomers. 

FINANCIALS:  Raised  $43  million  in  June  frc 
VantagePoint  Ventures,  Dell,  Cisco  and  otht 


Businesses  can't  always  sell  what  they  produce.  But  selling  out  inventory  at 
fire-sale  prices  can  damage  your  brand  and  tick  off  established  customers. 
AMR  Research  esfimates  excess  inventory  to  be  a  $60  billion  business  in  the 
U.S.  alone.  The  Web  has  become  a  major  distribution  channel.  —  John  Dobosz 


DovcBid 


(Private) 


www.dovebid.com 

CEO:  Ross  M.  Dove 

CTO:  Francis  luliano  CFO:  Cory  M.  Ravid 
Foster  City,  Calif-based  DoveBid  has  been 
around  since  1937  as  an  auctioneer  of  used 
capital  equipment  and  surplus  inventory. 
Today  Webcast  auctions  and  other  online 
transactions  augment  the  core  business.  Buy- 
ers' fees  vary,  but  sellers  typically  pay  a  10% 
commission.  The  tech  slump  has  created 
an  inventory  glut  and  DoveBid's  business 
is  booming.  Dove's  biggest  challenge  is 
managing  the  firm's  rapid  growth. 
CLIENTS:  DaimlerChrysler,  Raytheon, 
Agilent  Technologies,  Boeing,  Apple. 
FINANCIALS:  Revenues  are  expected  to  exceed 
$100  million  in  2001. 


FINANCIALS:  Raised  a  total  of  $12.2  mil- 
lion. Angrick  says  company  has  enough  cash 
to  break  even  by  early  2002. 


RedtagBiz 


(Private) 


www.redtagbiz.com 
CEO:  Thomas  J.  Petters 
CTO:  David  Kedrowski 
CFO:  Richard  Menczynski 
Specializes  in  housewares,  consumer  electron- 
ics and  discontinued 
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Liquidation.com 


(Private) 


www.liquidation.com 

CEO:  William  P.  Angrick  III 
CTO:  Benjamin  Brown    CFO:  lames  E.  Smith 
Sellers  list  goods  and  pay  a  10%  fee  when  a  ( 
deal  closes.  Buyers  pay  premiums  as  high  as 
10%.  Liquidation.com  has  been  particularly 
successful  selling  surplus  items  from  the  gov- 
ernment. It  recently  won  exclusive  rights 
through  2008  to  resell  all  Department  of  De- 
fense surplus.  That  alone  should  generate 
revenues  of  more  than  $10  million  a  year. 
CLIENTS:  U.S.  Department  of  Defense,  State 
of  Georgia,  Best  Buy. 


merchandise.  The 
site  offers  manufac- 
turers' guarantees 
and  provides  financ- 
ing to  qualified  buy- 
ers. Sellers  typically  pay  5%  to  1 2%  of  the  final 
price.  RedtagBiz  takes  tide  and  possession  of 
inventory  and  then  resells  it  either  online  or 
through  traditional  wholesaling  channels. 
Seller's  anonymity  is  maintained  and  the  site 
can  exclude  certain  buyers  from  viewing  mer- 
chandise that  may  create  channel  conflict. 
CLIENTS:  Saltan,  Conair,  Sharp,  Philips 
Magnavox,  Samsung  Cameras,  Samsonite. 
FINANCIALS:  In  May  RedtagBiz  secured 
a  $100  million  credit  line  from  private 
investors  in  Minneapolis. 


CFO:  Gregory  Riedel 
This  is  the  online  market  wh< 
off-price  retailers  can  negoti; 
for  excess  goods.  Sellers  pay  a  f 
fee.  No  Web  auctions  here;  buy< 
and  seliers  bargain  directly  with  ea 
other  and  turn  to  RetailExchange  to  mans 
logistics  and  payment.  This  Web  compa 
actually  opened  a  4,000-square-foot  sho 
room  in  New  York  City  and  recently  < 
quired  the  consumer  products  division 
Tradeout.com. 

CLIENTS:  Ames,  Bealls,  Fred's,  Best  Man 
facturing,  Timex,  Zenith,  Roadmaster. 
FINANCIALS:  Backed  by  $50  million  in  frir 
ing  from  liquidation  specialists  Cord* 
Brothers,  Internet  Capital  Group,  and  otl 
VC  firms. 


ZoneTrader 


(Priva 


www.zonetrader.com 

CEO:  David  Gigerich 

CTO:  Brett  Bradbury,  Jackie  Fisher 

CFO:  Bill  Stewart 

From  servers  to  sewing  machines,  ZoneTrac 
has  a  steady  supply  of  used  assets.  Focuses 
serving  its  corporate  customers  and  managi 
    the  life  cycle  of  th 


sr 


fi 


RetailExchange 


(Private) 


www.retailexchange.com 
CEO:  Kenneth  S.  Frieze 
CTO:  Melissa  Webster 


assets.  Strategic  i 
liances  with  equity  i 
vestors  Dow  Chen 
cal  and  Ford  gi 
ZoneTrader  access 
those  companies'  surplus  capital  equipmen 
CLIENTS:  Ford,  Dow  Chemical,  Lucent. 
FINANCIALS:  Company  has  raised  $65  m 
lion  to  date  and  still  has  almost  $10  milli 
cash.  Gigerich  predicts  profitability  in  20( 
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flexible  growth  strateqies 
targeted  workforce  analyses 
efficient  use  of  capital  and  credit 


{  and  you  thought  real  estate  brokerage  was  just  about  finding  office  space.  ] 


Real  estate  is  no  longer  defined  by  how  many 
cubicles  you  can  fit  on  a  floor. 

At  Cushman  &  Wakefield,  we  do  things  with 
real  estate  that  you  never  thought  possible. 
By  building  real  estate  flexibility  into  our  clients' 
business  plans,  we  protect  them  from  succumbing 
to  market  fluctuations.  We  identify  labor  pools 
with  the  right  skill  sets  at  cost-effective  levels. 
And  we  help  our  clients  enhance  shareholder 
value  through  innovative  financial  structures. 

It's  time  to  start  thinking  differently  about 
real  estate.  To  see  how  we've  leveraged  its 
true  potential  for  other  companies,  visit  us 
at  cushmanwakefield.com/success. 


AH*  thinking* 


800-376.3l33 


Some  of  the  most  successful  B2Bs  are  in  financial  services,  perhaps 
because  its  members  are  already  accustomed  to  using  technology.  Many 
newcomers  have  been  launched,  like  FxAII,  Atriax  and  Citigroup's  Financial- 
SettlementMatrix.com.  —Ben  Berentson 


CheckFree 


CCKFR) 


www.checkfree.com 
CEO:  Peter  J.  Knight 

CTO:  Ravi  Ganesan  CFO:  David  E.  Magnum 
More  than  5  million  people  use  CheckFree's 
payment  systems  through  some  300  different 
banking,  brokerage  and  financial  Web  sites, 
like  Yahoo  and  Schwab.  The  company  has 
carved  out  a  dominant  position  in  the  market 
and  CSFB  analyst  James  Marks  says  that  its 
slow-moving  new  competitor,  Spectrum,  a 
joint  venture  of  J.P.  Morgan  Chase,  Wells 
Fargo  and  First 
Union,  has  "no 
chance"  to  com- 
pete with  the 
more  nimble 
CheckFree. 

CLIENTS:  Bank  of  America,  First  Union,  AOL. 
FINANCIALS:  Revenues  are  growing  at  a  40% 
clip  and  losses  are  narrowing.  At  $30,  stock  is 
languishing  at  half  its  high. 


Mae  offers  the  Desktop  Underwriter  system, 
which  automates  the  underwriting  process 
and  allows  lenders  to  get  approval  in  a  matter 
of  minutes.  More  than  1 ,200  lenders  use  DU, 
which  accounts  for  about  60%  of  loan  volume. 
CLIENTS:  Mortgage  lenders  and  brokers. 
FINANCIALS:  Solid:  An  $83  billion  market  cap 
and  a  quasi-government  guarantee  on  its  paper. 


OnExchange 


-(Private) 


Fannie  Mae 


(FNM) 


www.efanniemae.com 
CEO:  Franklin  D.  Raines 
CTO:  Julie  St.  John  CFO:  J.  Timothy  Howard 
Fannie  Mae  is  using  oniine  B2B  to  streamline 
its  business.  Its  investments  division  holds 
weekly  auctions  for  up  to  $9  billion  worth  of 
its  three-,  six-,  and  12-month  Benchmark  Bills 
(unsecured  general  obligations  issued  through 
the  Federal  Reserve).  For  its  lenders,  Fannie 


www.onexchange.com 
CEO:  Richard  Jaycobs 

CTO:  David  Scheinberg  CFO:  Marcus  Green 
OnExchange  is  the  first  direct-access  Web- 
based  electronic  derivatives  and  futures  ex- 
change approved  by  the  CFTC  (Commodi- 
ties Futures  Trading  Commission).  Its  system 
allows  for  credit  verification,  clearing  and 
settlement  in  real-time,  as  opposed  to  results 
returning  the  next  morning.  It  also  offers  a 
derivative  authoring  tool,  which  should  make 
creating  new  products  a  matter  of  a  few  clicks. 
CLIENTS:  EnergyClear,  backed  by  Bank  of 
New  York. 

FINANCIALS:  OnExchange  raised  $15  million 
from  Sigma  Partners,  Matrix  Partners  and 
OneLiberty  Ventures  over  the  past  16 
months.  Expects  to  break  even  by  mid-2002. 


SI 


(SONE) 


www.sl.com 

CEO:  Jamie  Ellertson 

CTO:  Imad  Mouline  CFO:  Robert  Stockwell 


SI  is  a  little-known  pioneer  in  B 
Web  banking.  It  now  offers  oth 
e-finance  applications,  with  neaij 
double  the  customers  of  its  closest  cor 
petitors.  For  clients  like  Fleet,  it  offers  a  who 
package  of  online  insurance,  investment  ai 
banking  applications,  as  well  as  account  a 
gregation  and  wealth-management  tools. ! 
has  1,900  customers  and  CEO  Ellertson  esl 
mates  that  most  are 
using  only  three  out 
of  a  possible  eight 
core  applications, 
leaving  room  for 
growth. 

CLIENTS:  Bank  of  America,  Zurich,  OBCB. 
FINANCIALS:  Lost  $1  billion  in  2000,  but  nal 
rowed  the  loss  to  $34  million  on  revenues  < 
$66  million  in  the  second  quarter  of  200! 
Stock  has  tripled  from  its  low  to  a  recent  $1: 


TradeWcb 


(Privat 


www.tradeweb.com 
CEO:  JimToffey 
CTO:  Bob  Poulous 
The  largest  online  bond  market,  TradeWeb  oj 
fers  Treasuries,  Agencies,  Euro  Sovereigns,  USA 
MBSs  and  commercial  paper.  Daily  volume 
around  $25  billion  and  more  than  20%  of  a 
Treasuries  are  traded  here.  The  site  is  backed  b 
top  names  like  Goldman  Sachs,  Merrill  Lyncl 
Lehman  Brothers  and  Morgan  Stanley  ani 
was  recendy  selected  by  the  Bond  Market  Aj 
sociation  to  develop  a  set  of  protocols  for  elec 
tronic  bond  trading. 
CLIENTS:  Pimco,  Allstate,  Bank  One. 
FINANCIALS:  Committed  backers  and  5,00 
users.  Volume  has  surpassed  $5  trillion. 


It's  been  a  rough  year  for  public  exchanges  in  the  food  and  beverage  indus- 
tries. Sites  like  FoodUSA  and  Foodscape  have  folded.  Others,  like  FoodGalaxy 
and  RestaurantPro,  have  redirected  their  energies  to  selling  or  licensing  soft- 
ware. The  trend  is  toward  private  exchanges.  —Christopher  Elliott 


EFSNotworK 


(Private) 


www.efsnetwork.com 
CEO:  Hank  Lambert 
CTO:  Anthony  Meigides 
CFO:  John  O'Loughlin 
Created  in  August  2000  by  Cargill,  Sysco, 
Tyson  Foods  and  McDonald's  to  create  pri- 
vate networks  that  will  facilitate  the  flow  of 
goods  between  manufacturers,  distributors 
and  restaurants.  Merged  this  spring  with 
Maverick  Xchange,  a  consortium  of  ten  dis- 
tribution companies.  No  transactions  yet;  a 
fall  launch  is  set. 

CLIENTS:  Pocahontas  Foods  USA,  Perfor- 


mance Food  Group  Co.,  Ben  E.  Keith  Co. 
FINANCIALS:  Will  charge  a  subscription  fee 
based  on  estimated  annual  savings.  Com- 
pany claims  to  have  cash  that  will  last 
through  August  2002  with  no  revenues,  but 
it  anticipates  sales  starting  this  October. 


ESkye  Solutions 


(Private) 


www.eskyesolutions.com 
CEO:  J.  Smoke  Wallin 

CTO:  Eddie  Kao  CFO:  Sue  Lasater 

ESkye  began  in  1999  as  a  private  market- 
place for  the  highly  regulated  alcoholic 
beverage  industry.  This  March  it  expanded 


to  an  ASP  model,  selling  soft 
ware  to  liquor  retailers,  distrib 
utors  and  suppliers  to  simplif 
and  speed  their  sales  and  deliver 
interactions.  It's  now  in  the  procesi 
of  merging  with  rival  Bev Access,  a  mov 
that  will  broaden  its  markets  and  add 
profitable  offline  publishing  division. 
CLIENTS:  T.G.I.  Friday's,  Pizzeria  Uno. 
FINANCIALS:  Raised  $55  million  by  Jun. 
2000;  claims  at  least  half  of  that  is  still 
in  cash.  Most  revenue  comes  from  softl 
ware  sales. 


Instill 


(Private 


www.instill.com 
CEO:  Mack  Tilling 
CTO:  Dejan  Nenov  CFO:  Eric  Ludwij 

Develops  private-exchange  software  tha 
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n  this  case,  just  one.  Lightning  destroyed  the  New  Mexico  chipmaker  that  supplied  a  Swedish  cell  phone  giant.  Practically  overnight,  stocks  For 
he  whole  sector  flip-flopped  and  the  market  leader  became  a  market  loser.  Its  another  example  of  how  global  economies  are  connected.  So  your 
nvestment  company  had  better  be,  too.  And  Scudder  is.  We  have  analysts  and  partners  in  every  corner  of  the  globe.  These  experts  get  information 
irsthand  and  translate  it  into  smarter  investments.  Ask  your  financial  advisor  how  our  worldwide  perspective  can  help  you.  Call  Scudder  Investments 
t  1-800-621-1048.  Or  visit  www.scudder.com.  Because  in  todays  economy,  you've  got  to  be  in  position  to  move  fast.  Especially  when  lightning  strikes. 

SCUDDER 

INVESTMENTS 

•::  Transla  ting  Opportunity  <  \  '  _  ' 

Mutual  Funds  '    Annuities  Retirement  Plans 

'  more  complete  information  about  Scudder  Investments,  contact  your  investment  professional  and  ask  for  a  current  prospectus  or  call  1-800-621-1048. 
ad  the  prospectus  carefully  before  investing.  ©2001  Scudder  Distributors,  Inc.  11926  (5/11/01)  A  membetof      Zurich,Scudder  Investments 


J 


automates  the  relationship  between  chain 
restauranl  operators  and  their  distributors. 
In  |unc  il  closed  Poodscape.com,  its  highly 
touted  marketplace  foi  independent  restau 
rants,  and  has  been  lii  inj',  stall.  Recent  pur 

chase  oi  <  HobalFoodExchange  gives  it  a  hid 
in  the  manulacUirci  lo  distributor  end  of 
the  business 

CLIENTS:  KFC  Corp.,  Taco  Bell,  Pizza  Hut, 

Subway,  Applebee's,  Sodexho. 

FINANCIALS:  Processes  $8  billion  in  trans 
actions  annually.  Pulled  in  $84  million  in 
funding  since  its  inception.  Most  recent 
round:  $12  million  in  early  August  2001. 


Sodexho 

www.sodoxhousa.com 
CEO:  Michel  Landel 
CTO:  Phillippe Taillel 


(SDH) 


CFO:  Mm  Bush 


Of  fers  food  service  for  corporate  cafeterias, 
schools,  health-care  facilities,  sports  arenas 
and  military  bases,  making  it  the  fourth- 
largest  food  procurer  in  the  nation.  Man- 
agers at  each  site  can  use  InstiH's  Pur- 
chaseWeb  e-procurement  technology  to 
streamline  ordering.  A  company  extranet 
facilitates  special  catering  orders.  Another 
technology  analyzes  zip-code  demograph- 
ics to  help  clients  pinpoint  their  marketing 
and  menu  development  decisions. 
CLIENTS:  lohns  Hopkins  Hospital,  Hewlett- 
Packard,  Nokia,  Hitachi,  Mattel. 
FINANCIALS:  Parent  company,  Sodexho  Mar- 
riott Services,  Inc.,  reported  a  net  income  of 
$53  million  for  the  first  half  of  2001.  Stock 
price  doubled,  from  $16  to  $32,  over  the  past 
year. 


Netscape  founder  Jim  Clark's  bold  Web  enablement  of  health  care  is  still 
a  long  way  off.  Most  traditional  health  care  providers  are  too  busy  tending 
to  their  real-world  woes  to  worry  about  virtual  world  efficiencies.  A  few 
promising  standouts  remain,  but  they  fight  an  uphill  battle.  —Dolly  Setton 


Adscripts  (mdrx) 

www.allscripts.com 
CEO:  Glen  lullman 
CFO:  David  Mullen 

Makes  software  that  allows  doctors  to  relay 
prescriptions  to  a  pharmacy  on  a  wireless  de- 
vice. Allsu  ipts  bought  (  hannell  lealth.  Master 
Chart  and  Medifbr  in  the  past  IS  months  in 
order  to  add  functionality.  Doctors  can  now 
do  dictation  and  check  medical  charts  as  well 
as  check  for  adverse  drug  reactions  on  a  PDA. 
Mist  ripts  cut  9%  of  its  work  force  in  fuh/.Cha] 

Lenge:  <-  lonvert  more  doctors,  who  are  t\  picallv 

slow  iii  embrace  technology. 

CLIENTS:  15,000  physcians. 

FINANCIALS:  Second  quarter  loss  widened  bv 

I  2°o  to  $27.7  million,  while  sales  rose  58°o 

over  last  quarter  to  $19.1  million.  Has  over 

$90  million  in  cash  and  equity. 

Cerncr  icern) 

www.cornor.com 
CEO:  Neal  Patterson 
CFO:  Marc  Naughton 
Developed  user- 
friendlv  clinical  and 
administrative  soft- 
ware to  keep  track  of 
patient  records.  Sys  il 
tern  links  health  care  pro\  mors  emergency 
moms.  X-ray  offices,  pharmacies  and  labs  so 
medical  information  is  centrally  located. 
<.  Vrner  is  growing  sales  taster  than  major  com- 


petitors. Bear  Stearns  analyst  Raymond 
Palci  says  the  company  is  likely  to  gain  more 
contracts  as  government  mandates  that  health 
care  organi/ations  improve  technology  to  en- 
sure patient  privacy  and  reduce  clinical  errors. 
CLIENTS:  1,500  health  care  organizations, 
predominantly  hospitals,  including  the  Uni- 
versity of  Illinois  at  Chicago  Medical  Center 
and  Catholic  1  lealthcare  West. 
FINANCIALS:  Second-quarter  revenue  rose 
39%  to  $130  million.  Shares  have  been  on 
the  rise  recently  and  trade  at  $51.70. 


Eclipsys 


(ECLP) 


www.cclipsys.com 
CEO:  I  larve\  Wilson 
CFO:  Greg  Wilson 

Corner's  chief  competitor,  aside  from  third- 
place  [DX  (whose  stock  fell  29%  this  year). 
Hie  Hclipsys  system  similarly  gives  doctors 
Web  access  to  patient  records  and  automates 
patient  registration,  billing,  scheduling  and 
data  management.  The  company  makes  its 
money  through  license,  system  mainte- 
nance and  service  fees.  Signed  more  than 
170  contracts  in  the  second  quarter. 
CLIENTS:  Physician  groups,  management 
sei  \  k  es  oi  ganizations,  health  plans  and 
hospitals 

FINANCIALS:  Reported  net  income  of  $1.49 
million  second  quarter,  up  from  a  loss  of 
$15.2  million  a  year  ago.  Stock  has  nearly 
doubled  this  year. 


Sysco  (syy 

www.sysco.com 

CEO:  Charles  H.  Cotros 
CTO:  Kirk  Drummond 
CFO:  lohn  K.  Stubhlcfield 
An  Internet-based 
customer  order- 
entry  system  for  the 
nation's  largest 
broadline  food  dis- 
tributor. Currently 
used  by  more  than  5,000  preferred  chain] 
restaurant  customers.  System  offers  order- 
ing, purchasing  history,  detailed  product  in- 
formation and  a  recipe  database. 
CLIENTS:  Hilton  Hotels,  Sodexho,  Aramark. 
FINANCIALS:  Sysco's  fiscal  year  2001  sales 
were  $2 1 .8  billion.  Online  orders  should  ex- 
ceed $1.5  billion  this  vear. 


Neoforma 


(NE0F) 


www.neoforma.com 
CEO:  Robert  Zollars 
CFO:  Andrew  Cuggenhime 
While  still  far  from  profitable,  Neo- 
forma is  making  progress  signing  on  hos- 
pitals for  its  software,  which  connects  medical 
suppliers  and  hospitals  in  a  supply-chain 
marketplace.  So  tar  it  has  connected  253  hos- 
pitals and  contracted  a  total  of  502,  represent- 
ing $10.4  billion  in  annual  purchases. 
CLIENTS:    VHA  and 
I  'He'  member  hospitals. 
FINANCIALS:  Transac- 
tions for  second  quar- 
ter were  up  86%  f  rom 
prior  quarter.  Nova- 
tion, a  consortium  of  2,000  hospitals,  owns 
ti0°n  of  the  stock. 


WebMD 


(HLTH) 


www.webmd.com 
CEO:  Martin  Wygod 
CFO:  Anthony  Yuolo 

Provides  electronic  claims  processing  for  doc- 
tors and  runs  a  consumer  site.  Seasoned  cor- 
porate dealmaker  Martin  Wygod  took  the 
helm  September  2000  and  is  overhauling  this 
formerly  inflated  dot-com  in  an  attempt  to 
rescue  his  9.8-million-share  stake.  WebMD 
makes  its  money  mainly  through  Envoy, 
which  charges  HMOs  for  claims  processing 
transactions  through  its  1  PI  system,  and  Med- 
ical Manager,  a  practice-management  system. 
CLIENTS:  Doctors,  patients,  hospitals,  insur- 
ers, pharmacies. 

FINANCIALS:  Net  loss  for  the  second  quarter 
was  $82 1 .8  million.  Stock  is  at  $5.09. 
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'he  North  American  hotel  business  spends  $80  billion  annually,  and  nearly  | 
55%  of  all  hotel  rooms  are  operated  by  the  top  six  companies.  All  eyes  are  now 
m  Avendra,  to  see  if  the  new  Web  consortium  formed  by  such  heavyweights 
is  Marriott,  Hyatt  and  ClubCorp  USA  will  actually  save  money.  —Christopher  Elliott 


American  Hotel  Register  Private) 

rww.americanhotel.com 

!E0:  Jim  Leahy 

TO:  Hugh  Armstrong  CFO:  Bob  Schmidt 
n  1996  this  130-year-old  supplier  to  the 
adging  industry  migrated  its  catalog  of 
inore  than  37,000  products  online  to  facili- 
ate  ordering  by  hotels,  health  care  facilities, 
J.S.  embassies  and  military  installations. 
Uso  includes  online  interior-design  services 
or  new  properties  or  those  being  renovated. 
CLIENTS:  Avendra,  Best  Western,  Extended 
>tay  America. 

INANCIALS:  Last  year's  sales  were  $375 
hillion. 


vendra 


(Private) 


t  N  D  R  A  ^^l^^j^pp^l 


vww.avendra.com 
JEO:  Dennis  Baker 
210:  Jane  Marie  Dunigan 
3F0:  Mark  H.  Berey 

Procurement  network  formed  by  five  hos- 
pitality heavy- 
weights, includ- 
ng  Marriott 
ind  Hyatt.  The 
letwork  serves 
nore  than  900 
rranchised  properties  not  affiliated  with 
:he  founders'  brands.  Software  provided  by 
joCo-op  allows  customers  of  all  sizes  to 
participate  and  access  volume  discounts, 
lospitality  expertise  and  industry  news. 


Will  buy  more  than  $2  billion  in  goods  and 
services  in  2001. 

CLIENTS:  Marriott,  Hyatt,  ClubCorp  USA,  Six 
Continents  Hotels,  Fairmont  Hotels. 
FINANCIALS:  More  than  $10  million  raised 
in  March  2001.  Projected  to  break  even  in 
12  months. 


GoCo-op 


(Private) 


www.gocoop.com 
CEO:  David  A.  Dresner 
CT0:  Len  Smith  CFO:  Jack  Rybicki 

Its  Procura  software  lets  users  search  through 
multiple  vendor  catalogs,  issue  purchase  or- 
ders, track  orders  and  generate  custom  re- 
ports. Recently  overhauled  top  management 
and  reduced  its  180-person  work  force  by 
20%.  Operates  as  an  ASP  and  marketplace 
enabler,  charging  both  licensing  and  trans- 
action fees. 

CLIENTS:  Wyndham  Hotels  &  Resorts,  Hyatt 
Hotels,  Marriott,  Avendra,  HotelNet  B2B. 
FINANCIALS:  GoCo-op  secured  $23  million 
in  financing  in  July  2001. 


egasus 


(PEGS) 


www.pegs.com 
CEO:  John  F.  Davis  III 

CIO:  Steven  L.  Reynolds  CFO:  Susan  K.  Cole 
Offers  an  array  of  hotel  technology  services 
including  boolcing  systems,  Internet  reser- 
vations and  hosting,  call-center  services, 
commission  processing  and  third-party 


tk&m  marketing.  In  April  2000  bought 
BHr  Rezsolutions,  the  world's  largest 
^  hotel  reservation  and  marketing 
company. 

CLIENTS:  More  than  43,000  worldwide  hotels 
including  Best  Western  and  Six  Continents 
Hotels,  100,000  travel  agencies  and  more 
than  1,000  Web  sites,  including  Orbitz  and 
Expedia. 

FINANCIALS:  In  the  first  half  of  2001,  revenues 
rose  52%  to  $96  million.  Net  loss  increased 
8%  to  $11  million,  reflecting  acquisition- 
related  costs. 


Wayport 


(Private) 


www.wayport.net 
CEO:  Dave  Vucina 
CFO:  David  Hampton 
Provides 
high-speed 
wired  and 
wireless  con- 
nections to 
hotels  and 


If!  * 


airports.  Wayport's  service  is  in  more  than 
400  hotels  and  airports  today  with  almost 
100,000  rooms  installed.  Has  the  largest  in- 
stalled wireless  network  in  the  lodging  in- 
dustry. Hotels  can  use  the  Web  site  to  track 
guest-room  and  meeting-room  usage.  Also 
offers  virtual  private  networks  for  hotels 
to  share  marketing,  financial  and  opera- 
tional information  among  their  different 
properties. 

CLIENTS:  Four  Seasons,  Wyndham  Hotels  & 
Resorts,  Sonesta  Hotels. 
FINANCIALS:  Raised  $70  million  late  last  year 
from  Sevin  Rosen  Funds  and  others. 


Even  as  companies  lay  off  workers,  they  are  ramping  up  their  investments 
n  human  resources.  New  technologies  help  companies  cut  costs  by 
automating  everything  from  finding  the  right  employees  to  payroll 
administration  to  tracking  40IK  plans.  — Luisa  Kroll 


IVuthoria 


(Private) 


www.authoria.com 
2E0:  Tod  Loofbourrow 
3T0:  Peter  Schilling      CFO:  William  Brown 
Four-year-old  Authoria  delivers  a  company's 
luman  resources  and  benefits  policies  to  em- 
ployees as  personalized  Web  pages.  It  tailors 
information  to  an  employee's  particular  sit- 
jation,  like  pregnancy,  position  and  salary,  and 
ncorporates  relevant  government  regulations. 
CLIENTS:   More   than    100,  including 
McDonald's,  Compaq,  International  Paper, 
L  Rowe  Price. 

FINANCIALS:  Raised  $93  million  from  in- 


vestors, including  Menlo  Ventures  and  Fi- 
delity Investments.  Analysts  say  the  company 
will  be  profitable  in  the  first  half  of  2002. 


BrassRing.com 


www.brassring.com 
CEO:  Deborah  Besemer 
CT0:  Yuvi  Kochar  CFO:  Dick  B.  Goldman 
Need  to  lay  off  employees?  BrassRing's  Web- 
based  software  helps  companies  sift  through 
databases  of  their  existing  employees,  screen- 
ing them  by  job  performance  and  skills.  It 
also  helps  cut  hiring  costs  by  figuring  out 
which  recruiting  techniques  are  most  effec- 


tive. Cost  of  the  Talent  Relation- 
ship Management  (TRM)  soft- 
ware: $30,000  to  $500,000. 
CLIENTS:  For  its  TRM  software, 
225  including  Gateway,  Intel,  Union 
Pacific. 

FINANCIALS:  $125  million  invested  from 
backers  like  the  Washington  Post  Co.,  Gan- 
nett and  Accel  Partners.  Expects  to  be  prof- 
itable next  year. 


(Private) 


Employeasc 


(Private) 


www.employease.com 
CEO:  Phillip  Fauver 

CT0:  John  Alberg  CFO:  J.  Doug  Guess 

This  ASP  is  geared  toward  smaller  compa- 
nies. Entirely  Web-based,  its  service  can  be 
set  up  in  days  and  costs  between  $4  and  $7 
per  employee,  plus  a  one-time  fee  of  $3,000 
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Forbes 


FORBES  GLOBAL  CEO  CONFERENCE 
19  -  20  September  2001  Singapore 

Entrepreneurship,  Technology  & 


usiness  Leadership  in  the  21st  Century 


Confirmed  Speakers  and  Special  Delegates 

Steve  Forbes,  President,  CEO  and  Editor-in-Chief,  Forbes  •  The  Hon  Caspar  W  Weinberger,  Chairman,  Forbes  •  Christopher  Forbes. 
Vice-Chairman,  Forbes  •  Rich  Karlgaard,  Publisher,  Forbes  Magazine 

Lee  Kuan  Yew,  Senior  Minister,  Republic  of  Singapore  •  BG  Lee  Hsien  Loong,  Deputy  Prime  Minister,  Republic  of  Singapore  •  Yeo  Cheow  Tong, 
Minister  for  Communications  and  Information  Technology,  Republic  of  Singapore  •  Sumner  Redstone,  Chairman  and  CEO,  Viacom  Inc.  • 
George  Gilder,  President,  Gilder  Technology  Group  •  John  Chen,  Chairman,  CEO  and  President,  Sybase  •  Charles  Wang,  Chairman,  Computer 
Associates  •  Guy  Kawasaki,  Chief  Executive  Officer,  Garage.com  •  Jong-Yong  Yun,  Vice  Chairman  and  CEO,  Samsung  Electronics  Co  Ltd 
Hideaki  Yasukawa,  Chairman  and  CEO,  Seiko  Epson  •  Steve  Jurvetson,  Managing  Director,  Draper  Fisher  Jurvetson  •  Dr  Ulrich  Schumacher, 
President  and  CEO,  Infineon  Technologies  AG  •  Professor  Steve  H  Hanke,  Professor  of  Applied  Economics,  Johns  Hopkins  University  • 
Dr  Victor  K  Fung,  Chairman,  Li  and  Fung  •  Dr  John  J  Kao,  Founder  and  CEO,  The  Idea  Factory  •  Steven  Chang,  Chairman  and  CEO, 
Trend  Micro  •  Brian  Larcombe,  Chief  Executive,  3i  Group  •  Edward  Tian,  Chief  Executive  Officer,  China  Netcom  Corporation  •  Gordon  Astles, 
President,  Asia  Pacific,  Cisco  Systems  •  Lance  Y  Gokongwei,  Executive  Vice  President,  JG  Summit  Holdings  •  Ross  Lau,  President  and 
Chief  Executive,  Qwest  Asia  •  Michael  Mansouri,  Chairman  and  CEO,  iPass  •  Dr  Marc  Faber,  Chief  Executive  Officer,  Marc  Faber  Ltd  • 
Eva  Riyanti  Hutapea,  President  Director  and  CEO,  Indofood  •  Dr  Yuwa  Hedrick-Wong,  Economic  Advisor,  MasterCard  International 
(Asia  Pacific)  •  Martin  Geh,  Vice  President,  Asia  Pacific,  Apple  •  Craig  Will,  Managing  Director,  Asia  Pacific  and  Japan,  Palm  Inc  • 
Koh  Boon  Hwee,  Chairman,  Singapore  Telecommunications  •  Yang  Lan,  Founder,  Sun  Television  Cybernetworks  Holdings  •  Lise  Buyer,  Partner, 
Technology  Partners  •  Robert  Tsao,  Chairman,  UMC  Group  •  Tan  Sri  Francis  Yeoh  Sock  Ping,  Managing  Director,  YTL  Corporation  • 
Azim  Premji,  Chairman,  Wipro  •  Peter  K  Scaturro,  Chief  Executive  Officer,  The  Citigroup  Private  Bank,  Thomas  E.  Noonan,  Chairman,  President 
and  CEO,  Internet  Security  Systems  •  Simon  Murray.  Chairman,  GEMS  Ltd 


September  19-20,  2001,  Forbes  Magazine  will  be  bringing  the  Forbes 
Global  CEO  Conference  to  Singapore  for  a  2-day  in-depth  look  ahead  at 
Entrepreneurship,  Technology  and  Business  Leadership  in  the  21st  Century. 

This  is  your  opportunity  to  join  Forbes  CEO  and  Editor-in-Chief  Steve 
Forbes  and  Chairman  Caspar  Weinberger  along  with  renowned  speakers 
(indicated  above)  from  around  the  world.  They  will  provide  insights  on 
how  technology  and  entrepreneurship  impact  business  in  this  critical 
and  fast-growing  region  as  well  as  the  overall  global  economy. 


Conference  attendance  is  by-invitation  only  and  limited  to 
CEOs,  Presidents  and  selected  top  echelon  management 
from  Asia  and  the  world's  most  dynamic  organizations. 


For  Registration 

Shameem  Samtani 
Phone:  (65)  325-4333 
Fax:  (65)  325-4366 
ceo@forbesasia.com.sg 


For  Sponsorship  and 
General  Inquiries 
Tina  Wee 

Phone:  (65)  836-3408 
Fax:  (65)  836-3409 
twee@forbesasia.com.sg 
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p  $20,000.  Tracks  employee  benefits,  pay- 
1)11,  compensation,  recruiting  and  even 
mployees'  anniversaries.  Sales  have  in- 
cased by  350%  so  far  this  year  and  the 
^erage  contract  in  terms  of  revenues  has 
rown  sevenfold. 

LIENTS:  1,100  mosdy  small  companies,  in- 
uding  Travelocity,  Red  Envelope,  Copper 
lountain  Networks. 

INANCIALS:  Raised  $10  million  from  ven- 
ire capitalists  like  Hummer  Winblad  and 
owman  Capital  in  August,  bringing  the 
)tal  amount  raised  to  $47  million. 


Ixult 


(EXLT) 


ww. exult. net 

E0:  James  Madden 

TO:  Peter  Work  CF0:  Michael  Henn 

xult  takes  over  the  human  resources  de- 


partment, includ- 
ing the  employees, 
of  a  large  com- 
pany. It  evaluates 
processes  and 
moves  many,  like  payroll  processing,  to  the 
Web,  promising  cost  savings  of  up  to  20%. 
Exult  has  some  hefty  contracts,  like  its  ten- 
year  $1.1  billion  contract  with  Bank  of 
America. 

CLIENTS:  Bank  of  America,  BP  Amoco  and 
alliances  with  Authoria  and  Automatic  Data 
Processing. 

FINANCIALS:  Posted  a  net  loss  of  $47 
million  on  revenues  of  $108  million 
through  June.  Exult  has  $80  million  in 
cash  and  over  the  past  year  its  stock  has 
seesawed  between  $8  and  $19,  currently 
around  $16. 


PcopleSoft 


(PSFT) 


www.p8oplesoff.com 
CEO:  Craig  Conway 

CT0:  Rick  Bergquist  CF0:  Kevin  Parker 
Big  competitors,  including  Oracle  and  SAP, 
are  coming  on  strong  but  PeopleSoft,  which 
has  been  in  HR  the  longest,  has  21  products 
ranging  from  benefits  to  recruiting  and  is 
still  the  one  to  beat.  Last  year  PeopleSoft  re- 
leased a  Web  version  of  its  software,  allowing 
companies  to  tailor  payrolls  for  employees 
in  different  countries. 

CLIENTS:  DaimlerChrysler,  Siemens,  UBS, 
Deutsche  Bank. 

FINANCIALS:  For  the  six  months  ending  in 
June,  total  revenues  rose  30%  to  $  1  billion. 
Net  income  was  $83.4  million,  up  from  $32.7 
million  over  the  same  period.  At  $43,  its 
market  cap  has  nearly  doubled  in  a  year. 


r 


luying  and  selling  bulldozers  online  is  a  lot  different  from  buying  a  book 
sing  Amazon.com.  The  most  promising  companies  in  this  arena  have 
xpanded  beyond  marketplaces  and  now  sell  software  and  services  to 
elp  companies  manage  their  industrial  equipment.  —  John  Dobosz 


iquipNet  Direct  (private) 

ww.equipnotdirecf.com 

EO:  Michael  E.D.  Raymont 
TO:  Darryl  S.  Layne  CF0:AlGauvin 
quipNet  Direct  helps  businesses  buy,  sell 
nd  internally  redeploy  industrial  machin- 
ry.  For  $5,000  a  month,  companies  use 
quipNet's  software  to  manage  their  equip- 
lent  and,  possibly,  liquidate  it  or  find  a  new 
se  for  it  inside  the  company. 
LIENTS  BASF,  BestFoods,  Eastman  Chemical. 
INANCIALS:  Raised  $10  million  to  date, 
lonthly  cash  burn  rate  has  dropped  to 
200,000  from  nearly  $500,000  earlier  this  year. 


ISasa 


(Private) 


ww.esasa.com 

E0:  John  Harrison  CT0:  Kyle  E.  Merrigan 
CF0:  Lillian  Short 
ESasa  helps  compa- 
nies in  the  trans- 
portation, power 
generation,  con- 
struction and  oil 
rocessing  industries  dispose  of  assets.  Most 
f  its  revenues  come  from  commissions,  paid 
y  sellers,  that  range  between  5%  and  25% 
f  transaction  prices.  The  biggest  piece  of 
usiness  currently  comes  from  finding  buy- 
rs  for  Laidlaw's  fleet  of  old  school  buses.  The 
ampany  recently  signed  a  deal  with  Indus 
)  be  the  preferred  provider  of  asset  liquida- 
on  services  for  utility  companies  using 


Indus'  asset -management  software. 
CLIENTS:  Laidlaw  Educational  Services, 
Bechtel,  RWE,  Durham,  Adantic  Express. 
FINANCIALS:  Backed  by  angel  money  and  in- 
vestments by  large  customers.  CEO  John  Har- 
rison says  the  company  should  be  profitable 
in  2002. 


FreeMarkets 


(FMKT) 


www.assefaucfions.freemarkets.com 
CEO:  Glen  Meakem 

CT0 :  William  Blair  CF0 :  loan  S.  Hooper 
Since  coming  online  in  1995,  FreeMarkets 
has  conducted  almost  15,000  online  auctions 
and  sold  more  than  $21  billion  worth  of 
goods  in  185  supply  categories;  industrial 
equipment  is  becoming  a  big  one.  Sellers 
typically  pay  between  5%  and  10%  of  trans- 
action value.  Buyers  need  to  register  before 
they  bid,  but  pay  no  fees.  Some  auctions  are 
private,  in  order  to  protect  sellers'  distribu- 
tion channels. 

CLIENTS:  BP  Amoco,  Bombardier,  Duke  En- 
ergy, United  Technologies,  Bayer,  Navistar. 
FINANCIALS:  First  half  revenue  more  than 
doubled  to  $70  million.  Losses  quadrupled 
to  $285  million,  but  the  company  has  $90 
million  in  cash.  The  stock  trades  around  $18, 
down  from  a  12-month  high  of  $92. 


Ironmax 


(Private) 


www.ironmax.com 

CEO:  Steven  Paradis 


CT0:  Karen  Pfeiffer 
CF0:  Bruce  Kramer 
For  an  annual  subscription  fee 
that  averages  between  $  1 ,500  and 
$2,000,  Ironmax  provides  informa- 
tion on  the  value  of  20,000  models  of 
construction  equipment,  as  well  as  data  on 
costs  of  ownership  and  operation.  This  infor- 
mation is  valuable  to  companies  looking  to 
acquire,  sell  or  lease  a  piece  of  equipment,  as 
well  as  to  contractors  for  determining  costs  in 
bidding  for  a  project. 

CLIENTS:  GE  Capital,  Deutsche  Bank, 
Hyundai,  Komatsu. 

FINANCIALS:  Primedia,  the  largest  share- 
holder, contributes  cash  and  construction 
equipment  information  exclusively  to  Iron- 
max. CMGI  @  Ventures  provided  more  than 
$10  million  in  funding  in  April  2000. 


IVita 


(Private) 


CO 


www.ivifa.com 

CEO:  Vic  Mahadevan 

CT0:  Preetish  Nijhawan  CF0:  Robert  Shanks 
IVita  is  a  portfolio  manager  for  its  clients' 
fixed  assets.  For  an  annual  fee  of  one-tenth 
of  one  percent  of  the  book  value  of  assets, 
IVita  provides  customized  software  that 
helps  businesses  manage  property,  plant  and 
equipment.  Features  like  alerts  and  wireless 
location  tracking  keep  clients  up-to-date  on 
asset  location  and  utilization  rates. 
CLIENTS:  Compaq  Computer,  Easter  Seals  of 
Arkansas. 

FINANCIALS:  Raised  $23  million  since 
1999,  including  $6  million  in  June  from 
Sternhill  Partners,  Austin  Ventures  and  J.P. 
Morgan  Chase. 
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San  Jose  is,  according  to  Yahoo 
Internet  Life  magazine,  the  most  wired 
city  in  the  U.S.,  and  successful  tech  cor- 
porations like  Adobe  Systems,  eBay  and 
Cisco  Systems  abound.  But,  the  econo- 
my here  extends  far  beyond  microchips 
and  megahertz.  The  area's  forward-think- 
ing reputation  has  attracted  and  devel- 
oped companies  of  all  sizes  and  types, 
creating  a  diverse  economic  base  includ- 
ing commercial,  retail,  industrial,  profes- 
sional and  service  businesses. 

One  major  lure  for  companies  is  the  pro- 
business  environment  developed  through 
a  unique  partnership  between  local  gov- 
ernment, business  and  education.  This 
strategic  alliance  has  secured  San  Jose's 
place  as  "America's  Best  City  for  Busi- 
ness" according  to  Forbes  magazine  this 
year.  The  San  Jose  Office  of  Economic 


Development  (OED),  the  San  Jose  Silicon 
Valley  Chamber  of  Commerce,  the  office 
of  Mayor  Ron  Gonzales  and  area  colleges 
and  universities  like  San  Jose  State  Uni- 
versity combine  forces  to  ensure  area 
businesses  have  the  resources  they  need 
to  stay  competitive. 

"We  use  a  variety  of  effective  tools  to 
help  businesses  grow  and  achieve  suc- 
cess in  San  Jose,"  says  Mayor  Gonzales. 
"By  focusing  on  results,  cutting  red  tape, 
providing  creative  business  loan  programs, 
and  establishing  incubators  for  start-ups, 
San  Jose  is  committed  to  finding  practical 
solutions  that  work  to  benefit  residents 
and  businesses  in  our  community." 

Through  business  incentives  and  finan- 
cial assistance  programs,  local  government 
demonstrates  its  commitment  to  the  San 
Jose  business  community.  The  San  Jose 


Enterprise  Zone  (EZ)  offers  an  8%  sa 
and  use  tax  credit  and  state  hiring  crec 
The  city's  business  loan  programs  help 
Jose  firms  expand  operations  and  incre 
employment,  while  the  city's  "fast  perr 
ting"  and  environmental  assistance  p 
grams  make  development  or  expans 
quicker  and  more  efficient.  Incubators 
the  Software  Business  Cluster  and 
abundance  of  venture  capital  investmi 
(Silicon  Valley/North  California  receiv 
approximately  one-third  of  all  investme 
nationwide)  keep  successful  entrep 
neurial  endeavors  flourishing. 

San  Jose's  companies  find  the  San  Jc 
Silicon  Valley  Chamber  of  Commerce  to 
an  invaluable  resource  and  a  strong  ad 
cate.  The  chamber  offers  several  low-o 
programs,  seminars  and  business  de\ 
opment  events  to  help  members  run  tf 


/hen  the  new  high-speed  internet  gets  here, 


'ill  you  be  PREPARED? 
x  will  you  be  blown  away? 


ERPETUAL  THINKING  PROCESS) 

INFINEON  CYCLES 


Mobile  GSM 
9  kbi 


INFINEON  is  the  one  semiconductor  company  with  the  tech- 
nology and  expertise  to  put  the  new,  high-speed  internet  together. 

Although  broadband  access  and  fiber  optics  are  our  babies,  we're 
also  way  ahead  when  it  comes  to  wireless.  Think  about  a  mobile  j^55*:^ 
phone  two  thousand  times  faster  than  the  one  you  have  today. 
And  that's  only  half  the  story.  Not  only  are  we  leading  the  race 
to  a  faster  internet,  we're  right  at  the  front  when  it  comes  to  digital  security, 
which  could  mean  the  end  of  internet  fraud. 

Which  brings  us  to  data  storage  and  memory,  and  guess  what?  We're 
at  the  cutting  edge  there  as  well.  So  if  you  want  to  be  prepared  for  the  new 
internet,  think  Infineon,  then  contact  us. 


xDSLline 


Tomorrow,  with  Infineon's  APON 
ology: 

i 


www.infineon.com/convergence 


Mblits/sec 


Never  stop  thinking 


Thinking  about  your  future?  www.infineon.com/careers 


Peter  Cartwright,  Chairman,  CEO  &  President 


Calpine 
Corporation 

Calpine  Corporation,  the  fastest-grow- 
ing independent  power  company,  pro- 
duces clean,  reliable  and  affordable 
electricity.  Although  it  is  the  world's 
largest  producer  of  renewable  geo- 
thermal  energy,  most  of  its  facilities 
employ  clean  natural  gas,  which  pro- 
duces 90%  less  emissions  and  is  40% 
more  fuel-efficient  than  older  fossil- 
fueled  electric  generating  facilities. 

Already  active  in  30  states,  Canada 
and  the  United  Kingdom,  Calpine  is 
adding  to  its  operational  fleet  with  the 
largest  construction  program  in  the 
industry's  history.  It  will  soon  begin 
construction  of  the  Metcalf  Energy 
Center  to  provide  power  to  San  Jose. 
By  continuing  its  focused  strategy  and 
outstanding  performance,  Calpine 
intends  to  be  the  country's  largest 
power  company  by  the  end  of  2005. 

Calpine  was  founded  in  1984  by 
Peter  Cartwright.  Of  San  Jose-based 
companies,  Calpine  is  one  of  only 
eight  listed  on  the  S&P  500  and  one 
of  six  on  the  New  York  Stock 
Exchange  (symbol:  CPN). 

o 
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businesses  and  market  themselves  more 
effectively,  including  a  Business  Success 
Forum  for  small  businesses,  an  Expo/Trade 
Show  with  nearly  2,000  attendees  and  an 
International  Trade  Program  to  outline  trade 
opportunities.  It  also  monitors  laws  and  reg- 
ulations that  affect  area  companies  to 
ensure  a  positive,  supportive  business  cli- 
mate in  the  Valley. 

"Our  mission  is  to  promote  economic 
development  and  improve  the  quality  of  life 
in  Silicon  Valley,"  says  Chamber  President 
and  Chief  Executive  Officer  Jim  Cunneen. 
"Our  companies  form  a  grassroots  net- 
work made  up  of  small,  medium  and  large 
firms  that,  by  working  together  with  gov- 
ernment, education  and  the  nonprofit 
sector,  accomplish  great  things  and  con- 
tribute to  the  Silicon  Valley's  success." 

San  Jose  is  home  to  many  of  the  world's 
leading  technology  companies,  particularly 
from  Asia  and  Europe.  International  com- 
panies find  an  exceptional  support  network 
and  resources  to  foster  growth  in  the  local 
and  U.S.  market.  These  resources  include 
a  Foreign  Trade  Zone,  the  International 
Business  Incubator  (the  first  of  its  kind  in 
the  nation)  and  trade  assistance  programs. 

Considering  the  city's  standing  as  a 
major  international  business  hub,  it's  no 
wonder  leading  foreign-owned  corpora- 
tions like  Hitachi,  Fujitsu  and  Canon  USA 
set  up  shop  here.  San  Jose  ranks  second 
in  the  nation  in  merchandise  exports,  with 
over  $28  billion  in  exports  in  1999,  and 
accounts  for  over  one-fourth  of  California's 
total  exports.  With  daily  flights  from  San 
Jose  International  Airport  to  Canada, 
France,  Japan,  Mexico  and  Taiwan,  includ- 
ing nonstop  flights  to  Taipei,  Paris,  Tokyo 
and  other  global  destinations,  the  city's 
accessibility  adds  to  its  worldwide  appeal. 

Another  reason  the  area  continues  to 
attract  business  is  the  abundance  of  skilled, 
highly  educated  labor.  In  2000,  census  data 
showed  that  the  San  Jose  Metro  Area  had 
the  nation's  highest  percentage  of  adults 
with  a  college  degree  of  any  metropolitan 
area,  with  42%  of  the  city's  residents  age 


Infineon  Technologies 

Infineon  Technologies  offers  semi- 
conductor and  system  solutions  for 
applications  in  the  wired  and  wire- 
less communications  markets,  secu- 
rity systems  and  smartcards,  the 
automotive  and  industrial  sectors,  as 
well  as  memory  products.  With  a 
global  presence,  Infineon  operates  in 
the  U.S.  from  San  Jose,  Calif.,  in  the 
Asia-Pacific  region  from  Singapore, 
and  in  Japan  from  Tokyo.  In  the  fiscal 
year  ended  September  2000,  the 
company  achieved  sales  of  Euro  7.28 
billion  with  about  29,000  employ- 
ees worldwide. 

The  company  was  founded  on  April 
1, 1999,  when  the  semiconductor  oper- 
ations of  parent  company  Siemens  AG 
was  spun  off  to  form  a  separate  legal 
entity,  Infineon  Technologies  AG.  The 
establishment  of  the  new  company 
enabled  Infineon  to  be  more  flexible  in 
the  highly  technical  and  competitive 
semiconductor  industry.  It  is  ranked 
the  ninth-largest  semiconductor  com- 
pany in  the  world.  Infineon  went 
public  in  March  2000  and  is  listed  on 
the  DAX  index  of  the  Frankfurt  Stock 
Exchange  and  on  the  New  York  Stock 
Exchange  (ticker  symbol:  IFX). 


The  Hilton 
San  Jose  &  Towers 
It  Happens  at  the  Hilton™ 

The  Hilton  San  Jose  &  Towers  con- 
nected to  the  McEnery  Convention 
Center  in  downtown  San  Jose  rises  18 
stories  overlooking  the  Silicon  Valley. 
A  contemporary  architecture  awaits 
you  featuring  original  artwork  from  the 
San  Jose  Museum  of  Art.  This  hotel 
mixes  the  high-tech  excitement  of  Sil- 
icon Valley  with  genuine  hospitality. 
Combining  airport  convenience  with,  a 
downtown  location  just  minutes  from 
the  San  Jose  International  Airport  and 
Fortune  500  companies,  as  well  as 
walking  distance  to  a  diversity  of 
venues  from  the  Compaq  Center  at 
San  Jose  -  home  to  the  NHL  San  Jose 
Sharks,  the  Tech  Museum  of  Innova- 
tion, Civic  Auditorium,  Center  for  Per- 
forming Arts,  Plaza  de  Cesar  Chavez 
and  downtown's  finest  restaurants  — 
you'll  find  the  perfect  destination  for 
business  or  pleasure. 

Hotel  Direct:  (408)  287-2100 
or  1-800-HILTONS 
www.sanjose.hilton.com 


Hilton 

San  Jose  &  Towers 
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25  or  older  having  earned  a  bachelor's 
degree.  San  Jose  State  University  (SJSU) 
is  greatly  contributing  to  this  attractive  labor 
pool,  turning  out  twice  as  many  engineers 
as  nearby  universities.  Other  excellent  aca- 
demic institutions  in  the  area  include  Stan- 
ford University,  Santa  Clara  University  and 
the  University  of  California  with  campuses 
in  Berkeley  and  Santa  Cruz. 

"The  San  Jose  Mercury  News  recently 
noted  that  few  institutions  have  been  as  cru- 
cial to  the  region's  success  as  SJSU,"  points 
out  SJSU  President  Robert  L.  Caret.  "At  San 
Jose  State,  we  take  pride  in  our  role  as  the 
metropolitan  university  of  the  Silicon  Valley. 
We  send  more  graduates  into  the  valley 
than  any  other  school  in  the  nation." 

And  when  it  comes  to  attracting  talented 
labor,  quality  of  life  plays  a  significant  role  in 
recruiting  and  retaining  good  employees. 
Sunny  Northern  California  averages  300 
days  of  sunshine  a  year  and  an  annual  tem- 
perature of  60°  Fahrenheit.  There  are  end- 
less cultural  and  recreational  possibilities 
ranging  from  museums  and  performing  arts 
to  sports  bars  and  comedy  clubs.  San  Fran- 
cisco and  the  Napa  Valley  wine  region  are 
only  a  short  drive  north,  and  the  Monterey 
Peninsula  to  the  south  offers  world-class 
golf  courses,  including  Pebble  Beach.  San 
Jose  residents  enjoy  the  accessibility  and 
activity  of  metropolitan  life,  while  still  in  the 
midst  of  California's  natural  beauty.  ■ 

Web  Address  Directory 

San  Jose  Office  of  Economic  Development 

www.do-biz-here.com 

City  of  San  Jose 

www.ci.san-jose.ca.us 

San  Jose  Silicon  Valley  Chamber  of  Commerce 

www.sjchamber.com 

San  Jose  State  University 

www.sjsu.edu 

The  Hilton  San  Jose  &  Towers 

www.sanjose.hilton.com 

Infineon  Technologies 

www.infineon.com 

Calpine  Corporation 

www.calpine.com 


Silicon  Valley 
Innovation 

A  new  concept  in  libraries 

A  unique,  collaborative  venture  be- 
tween the  City  of  San  Jose  and  San 
Jose  State  University  ... 

A  new  library,  cooperatively  design- 
ed, built  and  operated  with  resources 
fully  accessible  to  both  ... 

"This  model  is  the  direction  for  the 
future.  Libraries  will  become  the  infor- 
mational hubs  of  our  communities 
and  gateways  for  access  to  our  uni- 
versities. What  better  place  to  start  this 
approach  than  the  Silicon  Valley?" 
says  SJSU  President  Robert  L.  Caret. 

The  new  Dr.  Martin  Luther  King,  Jr. 
Library,  scheduled  to  open  in  2003,  is 
supported  with  public  and  private 
funds.  For  more  information  about  the 
library,  the  campaign  and  how  you  can 
be  involved  in  this  exciting  project, 
please  contact  Library  Development 
by  telephone  at  408-924-2807  or  by 
e-mail  at  newkinglibrary@sjsu.edu. 


San  Jose  State 

UNIVERSITY 


With  companies  under  pressure  to  cut  costs,  Web-based  logistics  and  trans- 
port management  are  hot.  There  are  more  than  120  shipping  and  logistics 
sites,  but  shippers  have  shied  away  from  exchanges  that  match  loads  to  low 
bidders,  preferring  models  that  facilitate  existing  relationships.  —Missy  Sullivan 


(Private) 

www.logisfics.com 

CEO:  Yossi  Sheffi 

CTO:  Ed  Simmons  CFO:  William  Burke 
Helps  companies  optimize  their  shipping  net- 
works for  land,  air  and  ocean.  Its  proprietary 
software,  OptiBid  and  OptiManage,  auto- 
mates procurement  and  execution  on  the 
shipping  side,  while  OptiYield  offers  planning, 
analysis  and  cost-control  tools  for  transport 
providers.  Manages  more  than  2.7  million 
shipments  annually,  60,000  trucks  daily. 
CLIENTS:  Staples,  Gillette,  the  Limited, 
Quaker  Oats,  Compaq,  Airborne  Express. 
FINANCIALS:  Got  $30  million  in  January  2000 
from  ICG.  Sources  say  another,  slightly  smaller 
round  will  be  announced  in  September. 


Manugi  sties 


(MANU) 


www.manugistics.com 
CEO:  Gregory  Owens 

CFO:  Raghavan  Rajaji  CTO:  Robert  Phillips 
Gaining  ground  in  third-party  logistics  and 
transportation- 
management 
software.  Leap- 
frogged rivals  12 
and  Optum  last 
year  with  the  ac- 
quisition of  Talus,  whose  software  helps  com- 
panies make  pricing  decisions  based  on 
analysis  of  real-time  market  data,  inventory 
and  available  resources.  Manugistics'  Net- 


Works  suite  helps  shippers  and  carriers  share 
information  on  everything  from  ordering,  in- 
ventory, pricing  and  transport  to  supply- 
chain  visibility  and  performance  reporting. 
CLIENTS:  U.S.  Defense  Logistics  Agency,  John 
Deere,  Hershey  Foods,  Toys  "R"  Us. 
FINANCIALS:  Posted  revenues  of  $89.8  million 
for  first-quarter  2001  were  up  77.8%.  Net  losses 
were  $23.4  million. 


Transplace 


(Private) 


www.transplace.com 
CEO:  (un-Sheng  Li 
CTO:  David  P.  Haeusler 
CFO:  Ellis  L.  McKinley  Jr. 
New  company  created  by  the  merger  of  the 
logistics  divisions  of  six  top  U.S.  trucking 
firms,  including  J.B.  Hunt,  Swift  Transporta- 
tion and  U.S.  Xpress.  Offers  a  range  of  trans- 
portation-management services,  from  carrier 
bidding  and  load  and  route  optimization  to 
track-and-trace  shipment  visibility.  Also  of- 
fers carriers  a  marketplace  for  fuel,  repair 
parts,  insurance  and  maintenance.  Only  20% 
of  matches  go  to  founding  companies. 
CLIENTS:  Nestle,  Michelin,  Wal-Mart. 
FINANCIALS:  2001  revenues  to  exceed  $650 
million.  Company  claims  to  be  profitable. 


UPS  Logistics 


(UPS) 


www.upslogistics.com 
CEO:  Dan  DiMaggio 

CTO:  David  Currence    CFO:  Jim  Thompson 


This  six-year-old  subsidiary 
UPS  has  been  on  a  buying  sprl 
over  the  past  18  months.  In  its  b 
to  become  the  dominant  global  logi 
tics  provider,  it's  swept  up  customs  brokera| 
firms,  freight-forwarding  companies  and  se, 
vice-parts  logistics  outfits.  Offers  a  broad  spe) 
trum  of  tools  including  Roadnet  technolog 
which  helps  optimize  routing,  and  MobileCaj 
a  wireless,  GPS-enabled  dispatch  and  delivei 
tool  that  helps  track  loads.  Client  Ford  claim 
to  have  cut  26%  off  its  vehicle-shipping  tim 
CLIENTS:  National  Semiconductor,  For^ 
IBM,  Nike,  Sprint,  Cisco,  Hewlett-Packard.! 
FINANCIALS:  2000  revenue  hit  $1  billion.  Pnj 
jects  earnings  increases  of  30%-40%  for  2001 


Vaslera 


(VAST 


www.vastera.com 
CEO:  Arjun  Rishi 
CFO:  Philip  I.  Balsamo 
Software  provider  focused  on  eliminating  th 
headaches  of  getting  goods  across  interna 
tional  borders.  Its  TradeSphere  program  aU, 
tomates  import-export  planning,  transacting 
tracking  and  cus- 
toms filings.  Another 
application,  updated 
daily  by  trade  ex- 
perts, ensures  regula- 
tory compliance  in 


more  than  160  countries. 
CLIENTS:  Ford,  Agilent,  Dell,  Alcatel 
Microsoft,  Sun  Microsystems,  Nortel. 
FINANCIALS:  Posted  revenues  in  second 
quarter  2001  of  $14.4  million,  up  102%  fron 
the  previous  year.  Net  loss,  $28.2  million 
Stock  currently  at  $  1 2,  down  50%  from  high 


Despite  the  current  ad  slump,  online  market  share  is  predicted  to  grow 
from  the  current  3%  to  25%  of  all  ad  purchases,  or  $65  billion,  by  2005. 
For  broadband  content  management  firms  the  recovery  is  still  far  off, 
especially  given  the  pain  being  felt  in  telecom.  —Kenneth  Nwagbogu 


BuyMcdia 


.(Private) 


www.buymedia.com 
CEO:  Michael  R.  Jackson 
CTO:  Robert  Henely  CFO:  Don  Hansen 

Streamlines  ad  buying  by  integrating  its  data- 
ble of  9,000  media  outlets  with  the  industry's 
leading  software  platforms:  Marketron  (radio), 
TVSam  (television)  and  CableScan  (able).  Its 
edge:  buying  those  software  companies.  Recendy 
acquired  Rep-Pak,  whose  broadcast  sales  soft- 
ware is  used  by  80%  of  Canadian  TV  stations. 
CLIENTS:  Stations  from  Clear  Channel,  CBS, 
Fox,  Sinclair  Broadcasting,  top  ad  agencies. 
FINANCIALS:  Revenues  (from  transaction  fees 


and  licensing)  estimated  at  $10  million 
last  year.  Raised  a  total  of  $73  million  in 
funding,  last  round  September  2000. 


Context  Media 


tributes  software  through  servei 
licensing  or  ASP  terms. 
CLIENTS:  ABC's  Nightline,  Atom- 
Shockwave,  Discovery  Channel 
BMG  Entertainment. 
FINANCIALS:  Raised  $36  million  in  fund 
ing,  including  $20  million  last  October.  Pro 
jects  2001  revenue  at  between  $10  million  anc 
$15  million. 


(Private) 


www.contextmedia.com 
CEO:  Dan  Harple 

CTO:  Charles  Kohl  CFO:  Bruce  Hathaway 
Software  for  distributing  broadband  content, 
created  by  former  Netscape  programmers. 
Its  Interchange  Platform  uses  a  wide  range 
of  open  standards  to  help  customers  easily 
find,  acquire  and  integrate  rich  media  into 
their  Web  sites  and  other  media  projects.  Dis- 


Convera 


(CNVR 


www.convera.com 

CEO:  Patrick  C.  Condo 
CFO:  James  H.  Buchanan 
Offspring  of  Excalibur  Technologies  anc 
Intel's  Interactive  Media  Services  division 
Convera's  software  manages  broadband  con- 
tent— like  allowing  NBA  games  to  be  Web- 
cast, archived  and  customized  by  users  intc 
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ghlight  reels.  Users  say  that  the  software 
is  better  search  and  editing  functions  than 
at  of  Virage  and  MediaSite.  Software  li- 
nsing  provides  85%  of  revenues. 
IENTS:  Viacom,  PBS,  NBA,  Warner  Bros.  On- 
le,  Financial  Times. 

WNCIALS,  First-quarter  revenues  down  30% 
)m  last  year,  but  earnings  still  outpace  those 
its  closest  rival,  Virage,  by  four  to  one.  Stock 
in  the  basement  at  $4,  down  from  $60  in 
00.  But  a  $156.1  million  cash  pile  should 
lp  it  ride  out  the  downturn. 


oublcClick 


(DCLK) 


ww.doubleclick.com 

,0:  Kevin  P.  Ryan 

'0:  Dwight  A.  Merriman 

0:  Bruce  Dalziel 

jllects  and  analyzes  data  that  helps  Web  sites 


and  advertisers  target  their  ads  more  effectively. 
While  rival  Engage  has  been  cut  off  by  funder 
CMGI,  DoubleClick  is  staying  afloat  mostly 
thanks  to  its  sometimes  annoying  e-mail  mar- 
keting business.  Acquisition  of  FloNetwork  in 
February  and  MessageMedia  in  May  will  help 
push  e-mail  advertising  revenues  to  $100  mil- 
lion— from  just  $1  million  in  2000. 
CLIENTS:  General  Motors,  Verizon  Commu- 
nications, Sprint,  Motorola. 
FINANCIALS:  CFO  recently  resigned.  Third-quar- 
ter revenues  are  expected  to  be  about  $100 
million,  down  from  $136  million  last  year. 
Company  promises  a  profit  in  200 1 .  Stock  cur- 
rently at  $9.97,  down  from  high  of  $45.50. 


Getty  Images 


(CETY) 


www.gettyimages.com 
CEO:  Jonathan  Klein 


ie  metals  business  may  not  yet  be  ready  to  accept  the  B2B  revolution. 
etalSite,  Aluminum.com  and  MetalSpectrum  have  shut  down.  E-Steel 
is  become  a  software  company.  Rather  than  replace  markets,  the 
irvivors  are  focusing  on  improving  industry  processes.  —George  S.  Curtiss 


metra 


(Private) 


ww.emetra.com 

,0:  Hanns  Beese 
0:  Kevin  Rhodes 

itish  marketplace  where  member  compa- 
ss buy  and  sell  nonferrous  metals  like  nickel 
id  copper.  Recently,  Emetra  and  Com- 
odities  Man- 


1  BM  i 

■  b 

<   • 

ement  Ex- 
ange  formed 
i  alliance  to 
llaborate  on 
rvices  and 
?ctronic  trad- 

g  of  metals  for  the  automotive  industry. 
.IENTS:  Ford  Motor,  General  Motors, 
limlerChrysler. 

YANCIALS:  $25  million  initial  investment 
•  Safeguard  International  Fund  and  Inter- 
t  Capital  Group.  The  site  has  handled  $180 
illion  in  transactions  this  year. 


-Steel 


(Private) 


ww.e-steel.com 

!0:  Michael  Levin 
'0:  Tom  Costello 

Steel  has  morphed  from  a  metals  ex- 
ange  to  a  software  company.  Its  software 
:lps  Ford,  for  example,  manage  the  resale 
steel  to  its  large  supplier  base.  In  July 
avisint  began  comarketing  the  software, 
ie  auto  exchange  already  uses  E-Steel's 


software  for  its  North  American  steel  sup- 
ply chain. 

CLIENTS:  3,600  metal  companies,  including 
Dafasco,  National  Steel  and  Ford  Motor. 
FINANCIALS:  Raised  more  than  $100  million 
since  September  1998  and  has  enough  cash 
to  operate  until  the  end  of  2002. 

ISteelAsia.com  hkcem:  oaoao 

www.isteelasia.com 
CEO:  Andrew  Yao 
CT0:  Sean  Wan 

Hong  Kong-based  ISteelAsia  is  banking  on 
China  becoming  a  member  of  the  World 
Trade  Organization.  It  has  developed  a  rela- 
tionship with  a  number  of  Chinese  steel 
companies.  Here,  companies  from  across 
Southeast  Asia  can  buy  and  sell  steel  and 
find  financing,  insurance,  surveying,  ship- 
ping and  logistics  services. 
CLIENTS:  4,038  members,  including  Japan's 
Mitsubishi  Steel,  Korea's  SK  Global  and 
China's  Baoshan  Steel. 
FINANCIALS:  For  the  year  ending  in  March, 
sales  totaled  $23  million  and  losses 
amounted  to  $14  million.  But  the  company 
has  $50  million  cash  on  hand. 


Metal  Suppliers  Online 

www.metalsuppliersonline.com 
CEO:  Alan  Gamble 
CT0:  Ronak  Shah 


iPrivale) 


CT0:  Bud  Albers  CFO:  Liz  Huebner 

Visited  daily  by  10,000  creative  profession- 
als, who  comb  through  its  (mostly  down- 
loadable) inventory  of  more  than  70  mil- 
lion photos  and  30,000  hours  of  film 
footage.  Web  operations  accounted  for 
43.9%  of  revenues.  Boasts  25%  of  the  total 
imaging  market,  more  than  three  times  the 
share  of  Bill 
Gates'  Corbis. 
CLIENTS:  IBM, 
McDonald's,  AOL 
Time  Warner, 
Conde  Nast, 
AT&T,  Nike. 

FINANCIALS:  In  the  first  half  of  2001,  rev- 
enues rose  6%  to  $241.6  million.  Stock  cur- 
rently trades  at  $17.60,  down  from  its  $44 
peak  in  September  2000. 


After  nearly  closing  down  last 
year,  Metal  Suppliers  got  a  cash 
infusion  and  business  has 
taken  off.  Companies  access  its 
database  to  find  suppliers  of 
nickel,  ferroalloys,  minor  metals  and 
related  mineral  products.  The  site  offers 
specs  on  nearly  17,000  steel  and  nonfer- 
rous grades.  It  also  offers  software,  which 
facilitates  direct  negotiations  between  buy- 
ers and  sellers. 

CLIENTS:  Timken,  Admiral  Metals,  RTI  Inter- 
national Metals. 

FINANCIALS:  Company  claims  that  two  part- 
ners invested  enough  cash  for  Metal  Suppli- 
ers to  operate  for  at  least  two  more  years. 

OnlineMetals.com  <Pri»at^ 

www.onlinemetals.com 
CEO:  John  Byrum 
CT0:  Christopher  Sypolt 
This  site  specializes  in  metal  products  from 
brass  tubing  to  aluminum  sheeting.  Most 
metals  service  centers  specialize  in  multiton 
orders    for  local 
markets.  Small 
businesses  can  use 
this  site's  online  cat- 
alog to  order  mate- 
rials cut  to  any 


LU 


length,  and  single  item  orders  are  welcome. 
OnlineMetals.com  plans  to  begin  offering 
carbon  and  stainless  steel  pipes,  valves  and 
fittings  later  this  year. 

CLIENTS:  Boeing,  General  Dynamics, 
Raytheon. 

FINANCIALS:  Profitable  since  March.  Gener- 
ated revenues  of  $300,000  last  year. 
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Last  year  Weyerhaeuser  spent  $20  million  on  indirect  materials— things  like 
screws,  bolts,  bulbs  and  railings.  Most  of  the  money  went  to  Grainger.com 
MRO  is  thriving  online,  mostly  because  it's  cost-efficient.  Expect  more  consol- 
idation, as  the  top-five  players  control  a  mere  5%  of  the  market.  —Michael  Maello 


Ariba 


(ABBA) 


www.ariba.com 
CEO:  Keith  Krach 

CTO:  Craig  Federighi  CFO:  Robert  Calderoni 
Ariba  links  buyers  to  more  than  20,000  sup- 
pliers, putting  the  company  at  the  top  of  the 
white-collar  MRO  business  (it  supplies  mostly 
to  offices  rather  than  factories),  with  its  pro- 
curement software  on  2  million  desktops. 
Ubiquity  is  Ariba's  strategy — enterprise 
clients  pay  an  average  $1.3  million  per  year. 
When  employees  make  purchases,  the  soft- 
ware routes  them  to  preferred  suppliers. 
CLIENTS:  BMW,  Cisco,  Chevron,  Dell,  E-Trade. 
FINANCIALS:  $346.2  million  in  year-to-date 
revenues,  $1  billion  market  cap  down  from 
$44.1  billion  in  Sept.  2000. 


Datastream 


(DSTM) 


www.datastream.net 
CEO:  Larry  Blackwell 
CFO:  Alex  Estevez  <K 
Sells  industria' 
products  over 
IProcure,  a  Web- 
based  marketplace 
with  60  suppliers 
(including  Grainger  and  Graybar)  offering  5 
million  products.  Using  Datastream's  Net- 
work, customers  can  access  user  manuals  and 
repair  courses  for  equipment,  which  they  can 
later  resell  over  IProcure.  It  also  sells  software 
that  records  equipment  maintenance  histo- 


ries and  schedules  preventative  repairs. 
CLIENTS:  Del  Monte,  Lear  Corp.,  Barrick. 
FINANCIALS:  Revenues  of  $97.4  million  and 
cash-flow  positive  since  fourth  quarter  2000. 
Stock  is  64%  off  its  52-week  high  of  $14.75. 


FacilityPro 


(Private) 


www.facilitypro.com 
CEO:  Lawrence  Hall 
CTO:  Richard  Doherty 
CFO:  Erik  Christensen 

FacilityPro  serves  the  real  estate  industry.  A 
year  ago  it  received  a  $25  million  investment 
from  Constellation  Real  Technologies,  a  con- 
sortium of  real  estate  companies  and  invest- 
ment trusts  that  support  new  technologies 
in  the  industry.  Via  alliances  with  Grainger 
and  others,  it  offers  135,000  products  on  its 
site.  It  currendy  has  clients  in  4,000  locations 
and  makes  money  on  margin — it  buys  prod- 
ucts in  bulk  and  sells  them  at  a  mark-up. 
CLIENTS:  Federated  Department  Stores, 
Cushman  &  Wakefield,  Equity  Office 
Properties. 

FINANCIALS:  FaciJityPro's  has  raised  $40 
million  in  funding  so  far.  Still  unprofitable, 
it  has  36  months  worth  of  cash. 


Grainger 


(GWW) 


www.grainger.com 

CEO:  Richard  L.  Keyser 

CTO:  Vance  Cristy        CFO:  P.  Ogden  Loux 

Grainger  is  known  as  the  most  prompt  and 


reliable  shipper  of  spare  indud 
trial  parts,  lighting  equipment 
office  furniture  and  computers  in 
the  MRO  business.  It  maintains  371 
physical  outlets  and  has  a  strategic  alliancj 
with  UPS.  Through  Grainger.com,  To3| 
talMRO.com  and  FindMRO.com,  it  offers  it|l 
5-million-product  catalog  and  auction  opl 
portunities.  Its  2  million  customers  conduqi 
100,000  transactions  daily. 

CLIENTS:  GM,  BF  Goodrich. 
FINANCIALS:  $5  bil- 
lion in  revenues  last 
year,  6.6%  trans- 
acted over  the  Web. 
Expect  Grainger  to 
divert  more  busi- 
ness to  its  site. 


MRO  Software 


(MR0I) 


Where  oil  and  gas  meet  the  Internet,  the  result  is  usually  a  commodities 
exchange.  To  some  degree,  electronic  trading  has  made  pricing  more 
transparent  and  lowered  transaction  costs.  Still,  after  gathering  information 
on  the  Web,  most  traders  insist  on  trading  over  the  phone.  —Brandon  Copple 


Altra  Energy 
Technologies 


(Priyale) 


www.altra.com 
CEO:  Paul  Bourke 

CTO:  Cynthia  Haynie  CFO:  Susan  Bauch 
Well-regarded  CEO  Rusty  Braziel  left  in 
February.  But  Altra  Energy,  the  first  inde- 
pendent oil  and  gas  exchange,  is  doing 
well.  In  May,  it  hit  a  record — 43  billion 
cubic  feet  of  natural  gas  was  traded.  Altra 
also  trades  power,  crude  oil  and  natural 
gas  liquids.  Now  it's  making  a  major  push 
into  Web-based  transaction  software. 
There  are  more  than  200  installations  of 


Altra  enterprise  software  worldwide. 
CLIENTS:  BP,  Enron,  Aquila.  70%  of  Cali- 
fornia energy  firms  use  Altra  back-office 
software. 

FINANCIALS:  Brought  in  $63  million  in  fund- 
ing in  May. 


Energynet.com 


(Private) 


www.cnergynet.com 
CEO:  William  Britain 

CTO:  Debbie  Dominguez  CFO:  James  Black 
Energynet.com  holds  EBay-style  auctions  of 
oil-and-gas  producing  properties.  The  com- 
pany is  purely  an  online  auctioneer.  Unlike 


www.mro.com 
CEO:  Norman  Drapeau 
CTO:  Jack  Young  CFO:  Peter  Rice) 

MRO  Software  predates  the  Web- 
60,000  of  its  clients  have  been  with  the 
company  since  the  1980s.  Now,  via 
MRO.com,  it  runs  a  marketplace  for  indus- 
trial supplies.  The  company  uses  an  ASPl 
model,  charging  subscription  fees  and  sell- 
ing its  inventory  management  software. 
MRO  Software  has  more  than  1,000  salesi 
people  in  17  countries. 
CLIENTS:  Alaska  Airlines,  Morrison  Knud- 
sen,  ANZ  Bank,  Rockwell  Automation. 
FINANCIALS:  Analysts  expect  a  three-cent-per 
share  profit  this  quarter.  No  debt  plus  $40 
million  in  cash.  At  a  recent  $14,  the  stock  is 
up  107%  since  bottoming  in  April. 


its  biggest  competitor,  PennEn- 
ergy's  Oil  &  Gas  Journal  Ex- 
change, there  are  no  time  lim- 
its on  auctions.  Energynet.com 
has  the  most  extensive  online  doc- 
umentation— 24,000  scanned  docu- 
ments available  for  bidders'  due  diligence. 
Three  percent  to  8%  commissions  undercut 
competition's  typical  12%.  Since  September 
2000  the  site  has  sold  1,505  leases. 
CLIENTS:  Bank  of  America,  Chase  Manhat- 
tan, Wells  Fargo. 

FINANCIALS:  $10  million  in  transactions  over 
the  past  1 1  months.  Claims  to  be  in  the  black 

IntercontinentalExchange 

www.intcx.com 
CEO:  Jeffrey  Sprecher 
CTO:  Edwin  Marcial 
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lis  is  the  world's 
rgest  electronic 
rer-the-counter 
tergy  derivatives 
change.  The  joint 
nture  of  energy 
id  financial  giants,  Intercontinental  was 
1  instant  powerhouse:  $1  billion  worth 
transactions  took  place  in  the  first  week 
"  trading  last  October.  Founders  include 
\  Royal  Dutch/Shell,  Southern  Energy, 
eutsche  Bank,  Goldman  Sachs  and  Mor- 
ln  Stanley  Dean  Witter.  ICE  contracts  ac- 
>unt  for  25%  of  natural  gas  derivative 
ading;  7%  of  oil.  Traded  10  billion  cubic 
et  of  natural  gas  in  second  quarter  and 
15  million  barrels  of  oil. 
.IENTS:  Southern  Energy,  Duke  Energy, 
ayal  Dutch/Shell. 


FINANCIALS:  Total  trading  volume  hit 
$176  billion  in  July. 

Petris  Technology  (private) 

www.petris.com 
CEO:  Jim  Pritchett 
CTO:  Jeffrey  Pferd  CFO:  Tim  Burkett 

Web-based  data  management  for  oil 
drillers  and  producers.  Petris  has  sold 
mapping  and  geographic  analysis  software 
since  1996.  For  oil  and  gas  wells,  Petris' 
software  provides  analysis  and  sharing  of 
seismic  data,  production  history  and  fi- 
nancial and  lease  information.  It's  also  an 
ASP,  so  independent  drillers  can  manage 
their  data  on  the  Web. 
CLIENTS:  BP,  Chevron,  Federal  Mineral  Man- 
agement Service,  Anadarko  Petroleum. 
FINANCIALS:  $4.5  million  revenues  in  2000. 


he  paper  industry  is  reeling  as  overcapacity,  consolidation  and 
obalization  have  led  to  mill  closings  and  employee  layoffs.  Any  help  these 
Dmpanies  can  get  by  using  the  Web  to  connect  with  customers  or 
reamline  their  supply  chains  is  a  godsend.  —Lea  Goldman 


lickpaper.com 


(ENE) 


ww.clickpaper.com 

■0:  Jeff  McMahon 
)0:  Ray  Bowen 

nron's  Clickpaper.com  aims  to  turn 
;wsprint  into  even  more  of  a  commodity, 
lie  site's  Trade  area  displays  pricing  infor- 
lation  for  various  grades  of  pulp,  paper  and 
ood,  and  the 


latch  area  dis- 
ays  postings 
r  third  parties 
ishing  to  buy 
id  sell  goods. 
)  far,  Clickpaper's  600  registered  users  have 
aded  almost  $1  billion  worth  of  paper 
'oducts  over  this  site. 

.IENTS:  Washington  Times,  Smurfit 
ewsprint,  Fry  Communications. 
NANCIALS:  Backed  by  Enron,  which  gener- 
ed  net  income  of  $829  million  on  revenues 
:$100  billion  in  the  first  half  of  diis  year.  Its 
ock  trades  around  $42. 


ventory  availability  and  make  orders,  all 
in  real  time.  Customers  can  even  track  ship- 
ments as  they  cruise  down  the  highway  to  be 
delivered — Domtar  has  outfitted  all  its  trucks 
with  GPS-based  devices. 
CLIENTS:  Lindenmeyr,  Midland  Paper, 
Unisource,  Expedex. 

FINANCIALS:  In  the  six  months  ending  in 
June,  Domtar  made  $72  million  on  revenues 
of  $1.2  billion.  The  company's  stock  trades 
at  around  $9. 


J*aper 


(DTC) 


ww.epaper.com 

EO:  Raymond  Royer 
FO:  Christian  Dube 

he  online  offering  of  Domtar.  Canada's 
rgest  producer  of  specialty  paper.  Peddling 
/erything  from  standard  copy  paper  to 
ossy  pages  for  magazines,  E- Paper  allows 
uyers  to  get  instant  price  quotes,  check  in- 


ForestExpress 


(Private) 


www.forestexpress.com 
CEO:  Keith  Russell 
CTO:  Robert  Renner 
CFO:  Catherine  Chandler 
Launched  last  year  by  International  Paper, 
Georgia-Pacific  and  Weyerhaeuser,  Forest 
Express  is  the  industry-backed  electronic 
trading  post  for  the  timber,  building  materi- 
als, paper  and  recycling  industries.  The  site 
offers  an  array  of  auction  options  (forward, 
reverse,  sealed  bid)  and  fixed-price  deals. 
CLIENTS:  Boise  Cascade,  Georgia-Pacific, 
Mead,  Weyerhaeuser. 

FINANCIALS:  Launched  in  July  2000  with  a 
$51  million  investment  from  partners. 


The  company  expects  $7  million  to  $10  mil- 
lion in  revenues  this  year. 


Paperloop.com 


(Private) 


www.paperloop.com 
CEO:  Tim  Fazio 
CTO:  John  Schaefer 


Petrodex 


(GE) 


www.gepetrodex.com 
CEO:  Harvey  Seegers 
CTO:  Frank  Campagnoni 
CFO:  Jean-Jacques  Charhon 
Part  of  GE  Global  Exchange  Services, 
Petrodex  is  an  information  exchange  for  re- 
finers and  oil  marketers.  It  allows  oil  com- 
panies to  use  Web-based  accounting  and 
database  software  for  oil  swaps.  GE  collects 
and  provides  transaction  information  from 
every  major  U.S.  refiner — reconciliation 
data,  customer  credit  approvals. 
CLIENTS:  BP,  Exxon,  Shell. 
FINANCIALS:  Financially  solid,  backed  by  GE. 
Does  50  million  swaps  annually. 


CFO:  Raymond  Yue 
Paperloop  provides  some  600,000 
industry  insiders  with  breaking 
news  in  the  pulp  and  paper  busi- 
ness. The  site,  a  joint  venture  between 
United  News  &  Media  and  Pegasus  Cap- 
ital, operates  a  database  of  merchants,  brokers 
and  manufacturers  for  e-commerce  plays.  A 
buyer  in  need  of  pulp  can  send  out  a  request 
for  a  quote  through  the  site,  which  forwards  it 
to  all  the  relevant  suppliers. 
CLIENTS:  Honeywell  Industrial,  3M,  Bayer, 
Avery  Dennison. 

FINANCIALS:  Sales  through  July  were  $24  mil- 
lion and  the  company  says  it  has  $27  million 
in  cash  on  hand. 


Paper2Prinf.com 


(Private) 


www.paper2print.com 

CEO:  Craig  Clifford 

CTO:  Kevin  Hess  CFO:  Holli  VanLeeuwen 
Paper2Print  integrates  the  paper-supply 
chain.  Through  its  site,  printers,  paper  buy- 
ers, mills  and  their  intermediaries  can 
share  information,  send  orders,  keep  tabs 
on  inventory  and  incorporate  shipping 
data  (from  different  sources).  The  site  al- 
lows users  to  identify  supply-chain  part- 
ners and  then  electronically  transmit  and 
receive  orders. 

CLIENTS:  Service  Merchandise,  General  Media, 
Fraser  Papers. 


FINANCIALS: 

Launched  in 
May  with  $15 
million  in  fund- 
ing, securing  it 
through  2002. 
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Best  Unwed 


More  than  75  online  real  estate  sites  have  gone  under  in  the  past  year,  with 
more  consolidations  and  bankruptcies  to  come.  Who's  likely  to  have  staying 
power?  Follow  the  money.  Most  of  the  sites  below  have  recently  received 
funding  from  smart  industry  players.  — Ashlea  Ebeling 


CoStar  Group 


(CSGP) 


www.costargroup.com 
CEO:  Andrew  Florancc 
CIO:  Dave  Schaffel  CFO:  Frank  Carchedi 
Provider  of  detailed  commercial  real  estate 
market  data  and  listings,  with  information  on 
800,000  properties  for  sale  or  lease.  Owners 
and  brokers  list  for  free,  but  pay  to  access  the 
comprehensive 


listings,  compa- 
rable sales  data 
and  digital  im- 
ages of  buildings 
and  floor  plans. 
Competition  looms:  Its  two  biggest  competi- 
tors— LoopNet  and  PropertyFirst — just 
merged  and  are  relaunching. 
CLIENTS:  Cushman  &  Wakefield,  Grubb  & 
Ellis,  GMAC. 

FINANCIALS:  Cash  burn  rate  dropped  50% 
between  the  first  and  second  quarter.  Ana- 
lysts expect  $74  million  in  revenue  this  year 
and  profits  by  next  year.  $42  million  in  cash 
as  of  June  30. 


Simon  Property  Group,  which  owns  252 
shopping  centers  in  36  states,  including 
Mall  of  America,  claims  it  saved  more 
than  $50  million  in  the  two  years  since 
signing  on. 

CLIENTS:  Simon  Property  Group,  Equity  Res- 
idential Properties,  KPMG,  Rockefeller  Group 
Development  Corp. 

FINANCIALS:  Cushman  &  Wakefield  took  a 
25%  stake  in  January.  Thanks  in  part  to  a 
new  contract  with  KPMG,  the  company  just 
reached  profitability. 


EPropertyTax 


(Private) 


www.epropertytax.com 

CEO:  Richard  Nearhood 
CIO:  Chad  Frank  CFO:  Jeff  Meskan 

Processes  $2  billion  in  annual  property 
tax  payments  via  the  Web.  Also  facilitates 
tracking  of  comparable  assessments 
from  any  jurisdiction  in  the  country. 


FacilityPro 


{Private) 


www.facilitypro.com 
CEO:  Lawrence  Hall 
CTO:  Richard  Doherty 
CFO:  Kevin  Cunningham 
Software  company  that  creates  private 
procurement  marketplaces  for  commer- 
cial real  estate  property  managers,  offer- 
ing more  than  2  million  supplies  for  main- 
tenance, repair  and  operations  from 
partners  like  Grainger.  In  the  first  half  of 
2001,  FacilityPro  took  in  15,000  purchase 
orders,  a  50%  jump  from  the  first  half 
of  2000. 

CLIENTS:  Equity  Office  Properties,  Cushman 
&  Wakefield. 

FINANCIALS:  Constellation  Real  Technolo- 
gies, a  leading  industry  consortium,  put  up 
$25  million  last  fall,  part  of  a  $40  million 
venture  round. 


MortgageRamp  (Priv 
www.mortgageramp.com 

CEO:  Michael  Greco 
CTO:  Ken  N.  Beyer 
CFO:  Michael  Kuczborski 
While  most  failed  mortgage  sites  addres 
only  the  origination  side  of  the  busing 
matching  borrowers  with  lenders,  Mortga 
Ramp  has  pulled  ahead  by  also  offering 
house  underwriting,  appraisals  and  ban 
office  outsourcing. 
CLIENTS:  GMAC,  Fannie  Mae. 
FINANCIALS:  Started  as  an  offshoot  of  mo 
gage  giant  GMAC,  which  put  up  $25  milli- 
Took  in  another  $50  million  last  fall  fr 
Deutsche  Bank,  Goldman  Sachs  and  oth 


IB 


SafcRcnt 


(Privai 


It  seems  that  retailers  like  their  exchanges  supersized.  Two  in  our  group, 
GNX  and  Transora,  have  even  run  pilots  for  a  combined  megahub.  Can 
these  large  consortiums  integrate  their  systems  and  make  Internet-speed 
decisions?  Time  will  tell.  — Ratha  Tep 


ClobalNetXchange  (Private) 

www.gnx.com 
CEO:  Joseph  Laughlin 

CTO:  Gerald  Palmer  CFO:  Thomas  Storck 
Formed  by  Carrefour,  Oracle  and  Sears,  Roe- 
buck in  February  2000,  GNX  is  a  neutral  mar- 
ketplace where  more  than  70,000  global  sup- 
pliers and  retailers  of  all  sizes  buy,  sell,  trade 
and  auction  goods,  80%  of  which  are  resale 
items.  Also  offers  tools  to  forecast  demand  and 
track  real-time  inventory  and  sales  data. 
CLIENTS:  Equity  partners  include  Metro  AG, 
Coles  Myer,  Pinault-Printemps-Redoute, 
Kroger,  J.  Sainsbury. 


FINANCIALS:  In  its  first  15  months  of  op- 
eration, transaction  volume  exceeded  $1 
billion. 

Mercari  Technologies  (Private) 

www.mercaritech.com 

CEO:  D.  Randy  Laney 

CTO:  Peter  Hazlehurst  CFO:  P.  Joseph  Golden 
Provides  Web-based  software  to  help  retail- 
ers and  manufacturers  make  shelf-space  and 
product-assortment  decisions  based  on  con- 
sumer-behavior data,  replenishment  time, 
product  dimensions,  current  trends  and  cost. 
Manufacturers  can  determine  which  retailers 


www.saferent.com 
CEO:  Linda  Bush 
CTO:  Karen  Kruse 
Lets  residential  property  managers  screen  I 
deadbeat  tenants  in  minutes  versus  the  tii 
ditional  two  to  four  days.  Charges  up  to  $1 
per  report,  claiming  that  its  proprietary  st 
tistical  credit-scoring  system  beats  cheap 
existing  credit-check  systems  because  its  da 
is  based  on  more  than  100,000  renter  hist 
ries.  Some  clients  have  reported  saving  b 
tween  $30  to  $300  per  lease  based  on  mo 
reliable  tenants.  Also  does  criminal  bac; 
ground  checks. 
CLIENTS:  Top  property  management  compi 
nies  including  Archstone,  Cornerstone  Reall 
FINANCIALS:  Offers  a  money-back  guarant* 
if  clients  don't  save  money.  Recently  raise 
$14  million  in  financing;  expects  profits 
mid-2002. 


are  moving  their  products  ari 
how  to  best  display  them.  Clieni 
can   visualize    3-D  shelvi 
arrangements. 
CLIENTS:  Pillsbury,  Wegmans  Fool 
Markets,  Leeper-DeRose  Marketing. 
FINANCIALS:  Raised  $29  million,  with  the  1 
round  of  $20  million  in  September  2000. 


Rctek 


(RETH 


www.retek.com 
CEO:  Steve  Ladwig 
CTO:  Jeremy  Thomas 
CFO:  Greg  Effertz 
This  16-year-old  software  company  offer 
Web-based  tools  to  manage  CRM,  merchan 
dising,  supply-chain  visibility  and  logistic; 
An  alliance  with  IBM — formed  in  1999  t< 
jointly  provide  hardware,  software  and  seri 
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:es  to  retailers  with  annual  sales  over  $500 
illion — is  expected  to  garner  a  combined 
I  billion  in  revenue  by  2004. 
IENTS:  Barnes  &  Noble,  Nordstrom,  the 
:ip,  Best  Buy,  EDS,  Home  Shopping  Network, 
S.  Postal  Service,  RadioShack. 
-ANCIALS:  Revenues  for  second-quarter 
101  were  $43.6  million,  up  123%.  Net  loss 
£s  $1  million.  Stock  trades  at  $26,  down 
Dm  $60  last  year. 


ransora 


(Private) 


ww.transora.com 

•0:  Judith  A.  Sprieser 

r0:  Neal  Ebert  CF0:  Alex  Gersh 

ne  of  the  three  giant  retail  exchanges,  its  57 
vestors  (who  together  represent  $600  billion 
sales)  include  consumer  products  compa- 
es  like  Johnson  &  Johnson,  Gillette  and  Sara 


Lee.  But  so  far  only  seven  are  actually  using 
the  site  to  sell  goods  to  retailers.  Transora's 
Web-enabled  products  and  services  include 
auction,  negotiation  and  transportation  func- 
tions, along  with  collaborative  planning,  fore- 
casting and  replenishment  capabilities. 
CLIENTS:  Coca-Cola,  Kraft  Foods,  Procter  & 
Gamble,  Hershey  Foods,  Unilever,  Earth- 
Grains,  Reckitt  Benckiser. 
FINANCIALS:  Raised  $240  million  in  capital 
from  its  investors,  but  it  reportedly  has  al- 
ready burned  through  $150  million. 


Worldwide  Retail 
Exchange  


(Private) 


www.worldwideretailexchange.org 
CEO:  Colin  Dyer 

CT0:  Ramana  Palepu  CF0:  Robert  Heaton 
This  neutral  exchange,  powered  by  IBM,  12 


and  Ariba,  lets  retailers  and  suppliers  trade, 
auction  and  request  quotes  and  proposals 
for  items  in  the  general  merchandise,  food, 
textile/home  and  drugstore  sectors.  Com- 
pared to  its  rival  GNX,  WWRE's  57-member 
base  is  comprised  of  a  broader,  better-estab- 
lished group  of  retailers,  with  combined  an- 
nual revenues  of  $820  billion.  Each  must 
have  a  minimum  sales  volume  of  $1  billion 
to  join.  Nearly  all  big  retailers  are  members, 
though  a  notable  exception  is  Wal-Mart. 
WWRE  has  processed  only  $600  million  in 
transactions  to  date  and  claims  to  have  saved 
its  members  a  combined  $100  million. 
CLIENTS:  Walgreens,  Target,  Kmart,  JC  Pen- 
ney, Best  Buy,  CVS,  Toys  "R"  Us,  SuperValu, 
Safeway. 

FINANCIALS:  The  founding  members  in- 
vested $200  million  in  March  2000. 


'hen  asked  about  doing  business  on  the  Web,  security  comes  up  as  one 
:  the  most  critical  issues  for  businesses.  The  companies  below  make  the 
'eb  safe  for  doing  business.  As  more  and  more  businesses  go  online, 
leir  prospects  are  likely  to  brighten.  —Jennifer  McCullam 


>stake 


(Private) 


ww.@stake.com 

■0:  Christopher  A.R.  Darby 
r0:  Daniel  Geer  CF0:  Jeffrey  M.  Siegal 
imous  hacker  think  tank  turned  for-profit 
curity  service  provider.  Now  businesses  can 
ive  the  most  clever  hacker  minds  help  them 
:vise  a  secure  IT  network.  No  one-firewall- 
s-all approach 


;re,  but  rather  a 
istomized  ap- 
•oach  that  ex- 
nds  from  net- 
ork  design  to 
rensics  offerings  for  fixing  security  breaches. 
.IENTS:  RSA  Security,  ATG,  Bertelsmann 
[ediaSystems. 

NANCIALS:  Raised  $10  million  in  January 
)00  and  $25.6  million  in  October  2000. 

heck  Point  Software  <c.hkp\ 

ww.checkpoint.com 

:0:  Gil  Shwed 
:0:  Eyal  Desheh 

heck  Point  has  suffered  through  three  quar- 
rs  of  no  revenue  growth,  but  its  market  po- 
tion is  still  solid.  It  owns  62%  of  the  vir- 
lal  private  network  software  market,  up 
om  52%  a  year  ago.  Its  Secure  Virtual  Net- 
ork  architecture  allows  secure  B2B  com- 
lunications  between  networks,  systems,  ap- 
ications  and  online  users. 
.IENTS:  A.C.  Nielsen,  Best  Buy,  EMC  Corp. 


FINANCIALS:  In  the  six  months  ending  in 
June,  earned  $170  million  on  $287  million 
in  revenue.  Has  $866  million  in  cash.  The 
stock  trades  at  $40,  near  its  yearly  low. 


Netegrity 


(NETE) 


www.netegrity.com 
CEO:  Barry  Bycoff 

CT0:  Deepak  Taneja  CF0:  James  Hayden 
A  new  security  standard,  called  security  asser- 
tion markup  language  (SAML),  is  in  the  works. 
And  though  the  specs  aren't  final,  Netegrity  is 
developing  software  for  it.  SAML  will  allow  em- 
ployees at  one  company  to  access  partner  sites 
using  embedded  credentials  that  give  them  ac- 
cess rights.  By  being  early,  Netegrity  is  taking  a 
gamble.  If  SAML  specs  change,  its  latest  soft- 
ware will  need  an  overhaul. 
CLIENTS:  Aetna,  American  Express,  GE. 
FINANCIALS:  Earned  $6.5  million  on  $50.8 
million  in  revenues  for  the  first  half  of  200 1 . 
The  company's  stock  trades  at  $22,  down 
from  a  5  2- week  high  of  $80. 


RSA  Security 


(RSAS) 


www.rsa.com 
CEO:  Arthur  W.  Coviello 
CTO:  John  Adams  CF0:  John  F.  Kennedy 
For  a  relatively  small  company,  RSA  Security 
has  made  some  big  moves.  It  has  formed  al- 
liances with  more  than  500  companies  in- 
cluding AOL,  AT&T,  Microsoft  and  Intel.  The 
result:  Its  encryption  software  is  now  em- 


bedded in  many  Internet  appli- 
cations including  Web  browsers, 
wireless  devices  and  virtual  pri- 
vate networks.  In  July,  RSA  agreed 
to  buy  Securant  Technologies  for 
$136.5  million,  adding  another  feature 
to  its  arsenal:  the  ability  to  regulate  visitor  ac- 
cess to  parts  of  a  Web  site  or  network. 
CLIENTS:  Ford,  EDS,  Merrill  Lynch,  Lufthansa 
Airlines,  Credit  Suisse,  Ericsson,  DuPont, 
Intel,  Netscape,  Lockheed  Martin,  Sony. 
FINANCIALS:  Revenues  for  the  first  half  of  the 
year  were  $157  million,  and  the  company  had 
a  net  income  of  $19.7  million.  The  stock  trades 
at  $22,  down  from  its  52-week  high  of  $44. 


VeriSign 


(VRSN) 


www.verisign.com 

CEO:  Stratton  Sclavos 

CTO:  Warwick  Ford  CF0:  Dana  Evan 

Online  merchants — about  20,000  of  them — 
use  Verisign's  software  to  process  payment 
by  credit,  debit,  Internet  checks  and  auto- 
mated clearinghouse  transactions  over  the  In- 
ternet. Verisign's 
payment  platform 
connects  every 
major  payment  net- 
work within  the  U.S. 
It  recently  an- 
nounced an  alliance  with  Microsoft  to  pro- 
vide authentication  service  for  .Net. 
CLIENTS:  Bank  of  America,  General  Electric, 
Texas  Instruments. 

FINANCIALS:  In  the  first  half  of  this  year, 
VeriSign  earned  $101.2  million  on  $444.6 
million  of  revenue.  Stock  trades  at  $50,  down 
from  $214  in  October. 
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nest  fnewea 


The  B2B  massacre  killed  off  sites  like  KillerBiz.com  and  BizBuyer.com.  Still, 
sites  catering  to  entrepreneurs  abound.  Only  7%  of  the  25  million  small  busi- 
nesses are  operating  successfully  online,  says  Jupiter  Media  Metrix.  The  fol- 
lowing sites  hope  to  ease  the  way  for  more  to  go  digital.  —Leigh  Gallagher 


Bigstep 


(Private) 


www.bigstcp.com 
CEO:  LucyReid 
CFO:  Lynda  Kim 

Founded  in  July  1998  as  one  of  the  first 
small-business  ASPs  designed  to  help  small 
firms  build  Web  sites,  accept  credit-card  or- 
ders, track  traffic  and  market  to  customers. 
Recently  started  charging  fees  from  $10  to 
$35  per  month.  Has  a  strategic  alliance  with 
Netscape  Netbusiness  to  offer  its  users  a  suite 
of  small-business  services. 
CLIENTS:  Spanx,  Clarendon,  Cheesecakes, 
Equibrand  Consulting. 
FINANCIALS:  Raised  $5  million  in  debt  in 
February  2001;  just  closed  on  an  additional 
$6  million. 

I  n  tra  nets.com  (Private) 

www.intrancts.com 
CEO:  Steve  Crummey 
CFO: ).  Lawrence  Griffin  Jr. 
Founded  in  1 996 
as  Intranatics,  a 
maker  of  pack- 
aged intranet 
software,  the 
company  now 
offers  small  businesses  enterprise-quality  in- 
tranets over  the  Web.  In  June  it  switched  from 
being  a  free,  advertising-supported  ASP  to  a 
subscription-based  model,  and  has  since  reg- 
istered more  than  6,000  corporations.  Sub- 


scribers pay  $20  per  month  for  four  users  and 
$6  for  each  additional  user.  For  that  they  re- 
ceive 100MB  of  storage  space  and  applications 
like  document  sharing,  creating  expense  re- 
ports and  instant  messaging. 
CLIENTS:  Outsell,  Premier  Print  Holdings, 
ChamberF.ngine. 

FINANCIALS:  Initially  backed  by  Idealab;  got 
$20  million  in  financing  in  November  1999. 

Microsoft  BCentral  (MSFT) 

www.bcentral.com 

CEO:  Satya  Nadella  (VP  BCentral) 

CFO:  John  Connors 

Launched  in  October  1999  as  a  small  busi- 
ness portal,  BCentral  has  since  evolved  into 
a  full-service  ASP,  offering  online  subscrip- 
tion services  to  help  small  businesses  get  on- 
line and  improve  marketing  and  sales.  New 
features  include  its  Small  Business  Manager 
accounting  program,  an  appointment  man- 
ager and  intranet  service. 
CLIENTS:  Stamina  Productions,  the  Pet  Pro- 
ject, CamTec  Industries. 
FINANCIALS:  Solid.  The  site  is  a  key  part  of 
Microsoft's  .Net  initiative. 


businesses  the  ability  to  mailt 
all  back-office  operations  at  a  I 
rate  of  $99  per  month.  Its  ties 
Oracle  just  got  tighter:  In  June  fi 
tLedger  became  the  technology  backbo 
for  the  Oracle  Small  Business  Suite.  This  t 
is  a  direct  assault  on  Microsoft's  BCenti 
Oracle  will  market  the  new  service  to  sm 
businesses,  NetLedger  will  power  it,  and  I 
two  will  share  revenue.  NetLedger  \ 
signed  up  more  than  1,700  new  cliei 
through  this  venture. 
CLIENTS:  Trinity  Gift  Shoppe,  the  Ball  Y< 
Gallery,  Golden  Gate  Men's  Chorus. 
FINANCIALS:  In  April  closed  a  $30  milli 
round  of  funding  from  Ellison  and  StarV 
Partners  in  April.  Additional  backers:  Au 
matic  Data  Processing  and  Paine  Webber. 


Staples.com 


(SPI 


NetLedger 


(Private) 


www.netledger.com 

CEO:  Evan  Goldberg 
CFO:  lim  McGeever 

Founded  in  1998  and  55%-owned  by  Ora- 
cle's Larry  Ellison,  NetLedger  offers  small 


www.staples.com 

CEO:  Jeanne  B.  Lewis  (President,  StaplesDire 
CTO:  Michael  Ragunas 
CFO:  Christine  Komola 
The  small  business  Web  site  of  its  $  1 1  billi 
office  retail  parent,  Staples.com  offers  45,( 
products  and  100,000  software  titles.  Sir 
partner  BizBuyer.com  folded,  Staples  now 
rectly  offers  an  expanded  menu  of  busin 
services,  ranging  from  payroll  to  printing. 
CLIENTS:  Innovative  Ideas,  Univers 
Real  Estate. 

FINANCIALS:  Staples.com  lost  $46.3  milli 
(excluding  one-time  charge)  on  $512  it 
lion  in  revenues  last  year,  but  turned 
operating  profit  in  the  first  quarter 
2001.  Expects  $800  million  to  $1  billion 
revenues  this  year. 


A  year  ago  bandwidth  was  hot  and  telecom  stocks  were  soaring.  Today 
there  is  a  fiber-optics  glut  and  an  industrywide  depression.  In  an  effort  to 
generate  some  kind  of  revenue,  B2B  bandwidth  exchanges  are  adding 
other  products  and  services.  —George  S.  Curtiss 


Band-X 


(Private) 


www.band-x.com 

CEO:  Stephen  Beynon 
CFO:  Peter  Falvey 

Telecom  carriers  come  to  Band-X  to  trade 
wholesale  dark  fiber,  wavelengths  and  clear- 
channel  capacity  to  other  carriers.  They  then 
resell  the  bandwidth  to  their  customers.  Fees 
are  paid  once  a  transaction  is  complete.  Unlike 
others,  from  its  beginnings  Band-X  has  seen 
itself  as  more  than  just  an  exchange.  It's  also  a 
source  for  telecom  statistics  and  analysis,  and 
it  has  a  recruitment  service  for  carriers. 
CLIENTS:  \T&T,  KPNQwest,  Telefonica. 


FINANCIALS:  $40  million  joint  investment 
from  Goldman  Sachs,  Morgan  Stanley  and 
Madison  Dearborn  Partners  in  April  2000. 


EnronOnline 


(ENE) 


www.enrononline.com 

CEO:  Greg  Piper 
CTO:  Mark  Pickering 

Enron  realized  early  that  it  could  use  its  rights- 
of-way  from  power  lines  for  fiber-optic  cable. 
Today,  EnronOnline  is  a  trading  hub  not  just 
for  bandwidth,  but  also  for  gas,  oil,  paper,  steel 
and  more.  It  has  spent  $436  million  to  create 
its  own  15,000-mile  fiber-optic  network  to 


provide  real-time  bandwidth 
customers.  It  also  provides  fin; 
cial  risk-management  product; 
CLIENTS:  GlobalCrossing  and  oth( 
FINANCIALS:  EnronOnline  is  a  part 
Enron  Networks,  a  subsidiary  of  Enr 
Corp.  Revenues  for  Enron  were  $100  billi 
in  the  six  months  ending  in  June. 

London  Satellite  Exchange  (Pr.v, 

www.e-sax.com 
CEO:  Frank  Genin 

CTO:  David  Sandham  CFO:  Yvonne  Stei 
Companies  from  television  broadcasters 
ISPs  come  here  to  bid  for  leased  space  on  sal 
lites.  E-Sax  works  with  95%  of  the  worl 
satellite  operators,  which  control  a  bandwic 
market  with  sales  of  about  $13  billion.  It  h; 
dies  the  whole  process  of  leasing  space,  frc 
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HAT  WOULD  BE  US. 


;r  200  countries,  our  38,000  problem-solving  professionals  speak 
anguage:  success.  Compaq  Global  Services  architects,  implements 
nanages  custom  solutions  for  clients  like  Barnes  &  Noble.com, 
&  Decker  and  BT.  Many  of  our  customers  chose  us  because  of  our 
e  ability  to  integrate  the  latest  technology  into  existing  systems, 
i,  in  turn,  lets  them  maximize  the  technology  they've  already 
ted  in.  We  do  it  for  them,  and  we  can  do  it  for  you. 


Compaq  Computer  Corporation.  Compaq  and  the  Compaq  logo  are  registered  in  the  U.S.  Patent  and  Trademark  Office, 
tion  Technology  is  a  trademark  of  Compaq  Information  Technologies  Croup.  LP.  in  the  U.S.  and  other  countries. 


INTEGRATED  INTO  SOLUTIONS  & 


I  N  NOVATIVE  PRODUCTS, 


DELIVERED  GLOBALLY 


to  find  out  more  go  to  compaq.com/IT 


COMPAQ. 

Inspiration  Technology 


preparing 
technical  sur- 
veys to  open- 
ing the  bidding 
and  negotiat- 
ing the  terms 
of  the  contract. 

CLIENTS:  About  50  satellite  operators. 
Among  them:  Europe  Star  and  Loral  Skynet. 
FINANCIALS:  $4  million  in  funding  provided 
in  May  2000  from  Whitney  and  Bullnet. 


RateXchange 


(HTX) 


www.ratexchange.com 
CEO:  Jon  Merriman 

CT0:  Ronald  Lee  CF0:  Mike  Cairns 

Last  year  we  warned  that  if  RateXchange's 
stock  price  fell,  it  could  become  takeover  bait. 
Since  then  the  company's  stock  price  has 


dropped,  it  lost  its  CEO  and  CFO,  and  burned 
through  most  of  its  $20  million  in  cash.  But 
now  it's  on  the  mend  with  new  management 
and  new  products.  Besides  bandwidth,  it  also 
trades  S&P  futures  and  other  commodities. 
Recently,  management  bought  back  shares. 
CLIENTS:  TeleGlobe,  Enron,  El  Paso  Tycom. 
FINANCIALS:  Posted  a  net  loss  of  $12.9  million 
on  revenues  of  $71 1,000  in  the  six  months 
ending  in  June.  It  has  about  $4  million  in  cash. 
Its  stock  has  plummeted  from  $6  a  year  ago  to 
80  cents.  The  good  news:  According  to  the 
company,  the  cash  burn  rate  has  been  slashed 
from  $2  million  per  month  at  the  beginning 
of  the  year  to  $400,000  per  month. 


Universal  Access 


(UAXS) 


www.universalaccess.com 
CEO:  Patrick  Shutt 


Few  companies  conduct  business  wirelessly  today,  but  that  will  change. 
Wireless  will  allow  companies  to  conduct  transactions  faster,  expand  the 
reach  of  B2B  marketplaces  and  improve  business  processes.  These  are  the 
enablers  of  the  wireless  world.  — Nikhil  Hutheesing 


Aether  Systems 


(AETH) 


www.aethersystems.com 

CEO:  David  Oros 

CT0:  Dale  Shelton  CFO:  David  Reymann 
Lately,  Aether  has  been  closing  facilities,  fir- 
ing employees  and  struggling  to  integrate  the 
nine  companies  it  bought  in  1 1  months.  It's 
also  changed  its  strategy.  Instead  of  trying  to 
build  a  wireless 
network,  Aether 
is  selling  soft- 
ware that  allows 
companies  to 
handle  product 
fulfillment  and  customer  support  wirelessly. 
CLIENTS:  Charles  Schwab,  National  Discount 
Brokers,  Office  Depot. 
FINANCIALS:  Aether  had  a  net  loss  of  $1.3  bil- 
lion on  $62.7  million  of  revenue  in  the  first 
half  of  this  year.  But  it  still  boasts  $732  mil- 
lion cash — enough  to  sustain  a  turnaround. 
Its  stock,  which  traded  at  $160  within  the 
past  year,  has  plummeted  to  $10. 


AirMedia 


(Private) 


www.airmedia.com 

CEO:  Mark  F.  Bregman 
CFO:  Fred  Rubin 

Founded  by  David  S.  Rose,  AirMedia  is  a 
wireless  marketplace  where  content 
providers  publish  and  sell  information. 
Companies  and  telecom  carriers  buy  con- 
tent and  distribute  it  under  their  brands. 


AirMedia  handles  back-end  services 
and  adapts  the  content  for  different  hand- 
helds.  It  recently  struck  a  deal  with  Fox 
Kids  Europe  television  to  distribute  ring 
tones  for  cell  phones  that  tie  in  with  its 
characters,  like  Power  Rangers. 
CLIENTS:  More  than  50  content  providers  in- 
cluding AccuWeather.com,  PR  Newswire. 
FINANCIALS:  In  April,  Citigroup  and  Verus 
International  invested  $13.5  million. 


Air2Weh 


(Private) 


www.air2web.com 

CEO:  Sanjoy  Malik 

CT0:  Dale  Gonzalez  CFO:  Tim  Oakley 
Air2Web  offers  a  platform  for  companies  like 
UPS  to  wirelessly  track  a  package.  Until  re- 
cently, Air2Web  had  to  host  its  clients'  sales 
force  automation,  enterprise  resource  plan- 
ning and  customer  relationship  management 
software.  Now,  customers  can  use  Air2 Web's 
software  from  behind  their  own  firewalls. 
CLIENTS:  Lexmark,  ABN  AMRO,  UPS,  Six  Con- 
tinents Hotels. 

FINANCIALS:  Raised  $40  million  from  Igate 
Capital,  Mitsubishi  and  Kellet. 


AvantGo 


(AVGO) 


www.avantgo.com 

CEO:  Richard  Owen 

CTO:  Linus  Upson  CFO:  David  B.  Cooper  Jr. 
Using  AvantGo's  software,  applications  for 
logistics  and  inventory  management,  as 


CTO:  Robert  Pollan  CFO:  Robert  Brov 
ISPs  and  ASPs  often  need  to  access  other  ca 
rier  networks  to  provide  full  service,  but  ge 
ting  access  can  be  cumbersome  and  expe: 
sive.  Universal  Access  acts  as  a  middlema 
linking  carriers  together  while  marking  i 
the  price.  The  company  has  an  extensi 
database  of  all  the  carriers  and  their  acce 
points.  In  this  softening  market,  Univers 
might  do  better  by  simply  licensing  its  dat 
base  to  carriers  instead  of  acting  as  a  servi 
provider. 

CLIENTS:  Microsoft,  AT&T,  WorldCom. 
FINANCIALS:  Universal  posted  a  net  loss 
$30  million  on  revenues  of  $56  million  f 
the  first  six  months  of  2001 .  The  compai 
has  $62  million  in  cash.  Its  stock  trad 
around  $2,  down  from  nearly  $25  oi 
year  ago. 


well  as  Lotus  Notes  and  M 
crosoft  Exchange,  can  be  usi 
wirelessly.  Ford,  for  instance, 
censes  AvantGo's  software  by  t 
seat  for  20,000  employees  who  u 
their  handhelds  to  track  internal  cor 
pany  data. 

CLIENTS:  McKessonHBOC,  Ford,  Americ; 
Express. 

FINANCIALS:  AvantGo's  stock  has  fallen  fro 
over  $20  per  share  in  October  to  about  3 
The  company  reported  a  net  loss  of  $26 
million  on  revenues  of  $13.7  million  in  t 
first  six  months  of  2001.  But  it  has  $57.5  m 
lion  in  cash.  Enough,  says  AvantGo,  for  ti 
company  to  become  profitable. 


GoAmerica 


(C0AI 


www.goamerica.com 
CEO:  Aaron  Dobrinsky 
CIO:  Yair  Alan  Griver     CFO:  Francis  Elen 
GoAmerica  works  with  application  develo 
ers  to  help  them  use  its  software  to  wireles; 
enable  their  applications,  like  CRM.  Thi 
with,  say,  a  Black- 
berry  handheld, 
employees  can  re- 
motely open  docu- 
ments .located  on 
their  desktop  com- 
puters. GoAmerica  has  more  than  100,0i 
subscribers  in  North  America. 
CLIENTS:  GE  Power  Systems,  US  BancCorr. 
FINANCIALS:  GoAmerica's  stock  has  falli 
from  $12  to  $1.84  in  the  past  year.  For  tl 
six  months  ending  in  June,  it  lost  $47  m 
lion  on  revenues  of  $18  million.  It  has  %bS> 
million  in  cash. 
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hey,  you  work  in  both  hemispheres, 
shouldn't  your  wireless  number? 


AT&T  WORLDCONNECT5  SERVICE. 

Different  languages.  Different  time  zones.  Different  everything.  Well,  at  least  now  your  wireless 
number  can  be  the  same.  With  AT&T  WorldConnect  service,  you  can  take  your  wireless 
number  to  over  100  countries.  Pius,  get  low  international  long  distance  rates  on  calls  you  make 
from  abroad  or  any  domestic  AT&T  Wireless  market.  With  one  simple  bill,  it's  a  great  way  to  stay 
on  top  of  your  business.  Whether  it's  stateside  or  in  the  other  half  of  the  world.  To  find  out 
more,  contact  your  local  sales  representative  or  visit  a  participating  store  near  you. 


YOUR  WORLD.  CLOSE  AT  HAND 


AT&T  Wireless 


vireless.com/business 


800  335-INTL 


u  Information 


©2001  AT&T  Wireless.  Activation  fee  applies  Domestic  calling  requires  a  Digital  multi-network  phone.  International  calling 
a  compatible  GSM  phone.  To  enroll  in  the  service,  you  must  have  a  Digital  multi-network  phone.  Special  credit  and  billing  requirements  apply, 
lable  for  purchase  in  all  areas.  Long  distance  service  provided  by  AT&T  Wireless.  International  long  distance  rates  from  the  U.S.  only  apply  to 
ed  when  using  the  AT&T  network  in  an  AT&T  Wireless  area.  Cannot  call  all  countries  and  phone  does  not  work  in  all  countries.  Rates  do  not 
len  a  credit  card  or  operator  assistance  is  required  to  complete  the  call.  Airtime  or  roaming  charges  are  in  addition  to  long  distance  charges, 
■aveling  internationally,  long  distance  for  outgoing  and  incoming  calls  will  be  calculated  based  on  the  country  where  the  call  is  placed  or 
regardless  of  the  number  called.  See  AT&T  WorldConnect  service  brochure  for  complete  information. 


ARRIVE 

SAFELY 


For  nearly  a  century,  CIT  has  demonstrated  the  financial  strength  and  balance  that 
has  allowed  us  to  grow  into  one  of  the  most  respected  financial  organizations  in  the  world. 

With  over  50  billion  dollars  in  managed  assets  and  leadership  positions  across  a 
wide  array  of  industries,  from  Aerospace  and  Healthcare  to  Technology  and  Construction, 
our  focus  is  fixed  firmly  on  the  future. 

Today,  with  new  and  expanded  capabilities,  we  continue  to  build  upon  a  tradition 
of  providing  innovative  solutions  for  a  growing  family  of  customers. 

Because  helping  our  customers  reach  their  goals  is  how  we  continue  to  reach  ours. 

Discover  why  today's  business  leaders  put  their  trust  in  today's  financing  leader. 


©200 1  The  CIT  Group,  Inc. 


CIT.com 

The  financial  services  subsidiary  of  Tyco  International  Ltd. 


^  Global 

C 


TECHNOLOGY 
AND  TEAM  BUILDING  ARE 
THE  HALLMARKS  OF 
\C\NG  AROUND  THE  WORLD 


PATRICK  DILLON 


atellite  links,  wireless 
modems,  and  email  let 
1^  us  eavesdrop  on  one  of 
the  toughest  management 
courses  imaginable:  the  BT 
al  Challenge  round-the-world  yacht 
From  72-foot  yachts  struggling 
ugh  the  Southern  Ocean,  via 
-iallenge.com,  come  the  voices  of 
ampetitors: 

look  in  horror  as  a  breaking  crest 

rs  40  feet  above  the  stern  My 

h  goes  completely  dry. ...I  want  to 
v  up.. ..I  try  to  scream  but  nothing 
s  out.  LG  is  picked  up  like  a  tooth- 
ind  hurtled  down  the  face.  I'm  sure 
e  going  to  bury  the  bow,  as  we  launch 
irst  face  down  a  50-foot  ramp." 
mad  Humphreys,  skipper,  LG  Flatron 
iomeone  shouted  'Wave!'  and  a 
wall  of  water  crashed  over  the  boat, 
ng  five  of  us  sprawling  in  a  heap.... 
'body  from  our  watch  had  a  minor 
/  of  some  description." 
n  Moorcroft-Towers,  crew,  Quadstone 


"You  can  go  through  times  when 
you  wonder  why  you're  there.  Believe 
me,  there's  nothing  particularly  pleasant 
about  being  cold,  wet,  tired,  but  I'd 
never  gotten  to  the  point  of  really  con- 
sidering getting  off — until  yesterday." 

—  Chris  Broadway,  crew,  TeamSpirIT 

So  why  would  people  put  themselves 
through  this?  To  win  a  yacht  race? 

Doug  Webb,  CFO  of  information 
technology  giant  Logica,  who  sailed  on 
the  racing  yacht  bearing  his  company's 
name,  answered  that  question  last  autumn 
before  the  start  of  the  32,000-mile  race: 
"I'm  looking  forward  to  testing  myself 
in  one  of  the  greatest  physical  chal- 
lenges available  to  the  amateur  sports- 
man. Until  I  do  so,  [that  test]  will 
languish  as  a  belief  rather  than  flourish 
as  an  achievement." 

In  his  story  (see  page  76),  which  is 
Forbes  ASAP's  look  at  modern  yacht  rac- 
ing, Webb  focuses  on  the  upgrading  of 
his  own  management  skills  while  work- 
ing as  a  member  of  a  team  dedicated  to 


MANAGEMENT  CHALLENGE:  (Left)  Amateur  ocean  racers 
lower  mainsail  in  big  weather.  (Above)  A  yacht  sponsored 
by  LG  Flatron  winning  the  32,000-mile  round-the-world  race. 


making  a  yacht  go  faster  while  fierce 
weather,  winds,  and  waves  push  back. 

"This  is  more  than  a  yacht  race," 
says  Simon  Walker,  CEO  of  the  England- 
based  Challenge  Business,  which  manages 
these  seagoing  exercises.  "It  is  an  extra- 
ordinary business  program  that  develops 
and  tests  leadership,  team-building,  and 
communications  skills  in  a  highly  com- 
petitive dynamic  waged  against  the 
open  sea." 

For  the  privilege  of  being  cold,  wet, 
tired,  and  sometimes  terrified,  each  per- 
son must  pay  $30,000  and  commit  to 
being  full  on  for  more  than  a  year.  In  time 
and  money,  that's  about  half  of  what  it 
takes  to  earn  an  M.B.A.  from  Harvard 
Business  School.  But,  as  you'll  soon  see, 
that's  where  all  comparisons  end. 

Even  though  the  Challenge  yachts  are 
said  to  be  the  most  wired  vessels  afloat 
for  communication,  we  also  wondered 
how  big  a  role  technology  plays  in  design- 
ing a  state-of-the-art  ocean  racer. 

As  ASAP's  Owen  Edwards  reports  (see 
page  74),  the  designers  of  the  hyperfast 
boats  that  compete  in  single-handed  global 
races  go  to  extremes  like  the  solo  skippers 
who  sail  them,  but  they  do  it  without 
leaving  their  desktop  computers.  ■ 
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Digital  technology  brings  sail  racing 
to  a  new  level  of  mastery...  and  misery 


MAST  MAN:  Brad  Van  Liew  uses  high  tech 
advances  to  effectively  manage  his  boat 
and  himself  at  sea. 


By  Owen  Edwards 

PHOTOGRAPHY  BY  BILLY  BLACK 


RAD  VAN  LIEW  IS  A  MISERY  ARTIST 

Facing  a  self-operated  videotape  camera  fo: 
documentary  (Born  to  the  Wind)  during  t 
1998-99  Around  Alone  sailboat  race,  Van  Li 
looks  haggard  and  tense  as  his  50-foot  open  cl 


boat,  as  sleek  as  a  kestrel  and  just  as  delicate,  planes  off  I 
tops  of  30-foot  waves  and  drops  with  lens-shaking  shudd 
into  the  troughs  below.  At  that  moment,  the  world-cl; 
ocean  racer  and  former  acrobatic  pilot  had  been  at  sea  for 
days  in  the  third  of  four  race  legs,  sleeping  in  snatches  tl 
averaged  26  minutes.  With  12  more  days  to  cover  the  nea 
6,000  miles  from  Auckland,  New  Zealand,  to  Punte  del  Es 
Uruguay,  Van  Liew — one  of  the  few  Americans  who  comp 
in  globe-circling  solo  races — was  banging  his  way  across  I 
Southern  Ocean,  where  the  prevailing  winds  howl  constan 
with  no  land  to  slow  them  down. 

When  Van  Liew  and  his  15  competitors  had  set  off  fn 
Charleston,  South  Carolina,  on  the  1998-99  Around  Ale 
race,  the  festive  air  surrounding  onlookers,  friends,  suppi 
team  members,  and  the  racers  themselves  might  have  led  ai 
one  unfamiliar  with  this  hyper-extreme  sport  to  think  that  wl 
lay  ahead  was  some  genteel  competition,  like  a  few  chukk 
at  the  polo  club,  followed  by  a  brace  of  martinis.  Instead,  t 
international  gathering  of  sailors  was  heading  into  isolatk 
desolation,  and  the  real  possibility  of  death. 

And  to  what  did  they  owe  their  chance  to  be  wet,  mis 
able,  often  terrified,  and  constantly  on  the  razor's  edge 
oblivion?  Technology.  Although  the  history  of  humans  h 
nessing  the  wind  to  challenge  the  sea  dates  back  to  long  bef( 
Odysseus,  the  modern  romance  of  circumnavigating  the  gle 
on  wind  power  was  established  by  Joshua  Slocum,  whe 
1900  book,  Sailing  Alone  Around  the  World,  sowed  the  set 
for  what  many  consider  the  four-minute  mile  of  sailing. 

TACKING  TO  TECH 

If  the  basic  goal  hasn't  changed,  the  methods  of  accomplish) 
it  have,  dramatically.  More  than  sailboats  in  any  traditioi 
sense  of  the  term,  Open  50  and  Open  60  class  boats  £ 
machines  contrived  for  sucking  horsepower  from  the  wind, 
an  eye  accustomed  to  the  lyrical  lines  of  a  classic  sloop,  t 
Around  Alone  boats — with  their  closed  cockpits  and  wii 
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F  TOOLS: 
ckpit  of  an 
Alone  boat 
digital 

mication  and 
ion  gear,  2% 
t.  Computer 
has  allowed 
tions  such 
ei  that  can 
ed  from 
side  to 
ze  stability 
weather. 


transoms — may  seem  brutal.  If  they  have 
sthetic,  it's  the  aesthetic  of  absolute  utility, 
;  predatory  manner  of  the  stealth  fighter, 
kind  of  form  as  function  is  what  results 
i  nautical  architects  use  computer-aided 
n  and  computer  models  to  test  a  thousand 
bles.  CAD  lets  them  shape  hulls  for  maxi- 

performance  even  when  the  trained  eye  disapproves, 
weight  to  implausible  limits,  and  develop  innovations 
as  a  keel  that  can  be  swung  like  a  pendulum  to  keep  the 
upright  in  truly  filthy  weather. 

le  Open  50s  and  60s  that  compete  in  the  Around  Alone, 

t  this  writing  are  involved  in  the  EDS  Atlantic  Challenge 
France  to  the  United  States  and  back,  are  a  product 

ace  age  materials  and  digital  age  design.  Their  hulls 
only  a  matter  of  inches  (with  13-foot  and  15-foot 
respectively)  and  are  designed  to  plane.  At  speed — and 

igger  boats  can  fop  35  knots — the  wake  begins  so  far 
that  it's  hard  to  believe  there  isn't  an  engine  below 
Significantly,  Van  Liew  and  his  fellow  racers  call  them- 

;  "drivers." 

hen  compared  to  the  telegenic  grace  of  the  America's  Cup 
:ter  boats,  Open  50s  and  60s,  which  cost  from  $800,000 
.5  million,  are  positively  rude. 

ve  are  to  sailing,"  says  Van  I.iew,  "what  snowboarding 
0  skiing  10  years  ago.'" 


SEA  PLUS  PLUS 

One  of  the  most  fascinating 
things  about  the  Open  50s 
and  60s  is  that  they  are 
bound  by  a  minimum  of 
restrictions.  Designers  can 
do  pretty  much  anything  they 
want  to  get  more  speed.  Not 
surprisingly,  then,  the  boats 
are  the  most  radical  single- 
hulled  sailing  vessels  ever  to 
get  wet.  Traditional  sailboats 
are  a  combination  of  ventifact 
and  aquafact — objects  shaped  by  the  forces  of  wind  and  water. 
These  boats,  shaped  by  computer  software,  are  digifacts. 

To  compete  in  the  next  Around  Alone  race,  Van  Liew  has 
bought  another  Open  50,  formerly  called  Magellan  Alpha,  the 
boat  that  placed  second,  just  ahead  of  him  in  the  last  race.  His 
ultimate  plan,  however,  is  to  build  his  own  state-of-the-art  Open 
60.  The  firm  of  Alan  Andrews  Yacht  Design,  a  premier  designer 
of  single-handed  ocean  racing  boats,  has  helped  Van  Liew  come 
up  with  a  design  (while  his  management  group  in  Los  Angeles, 
Mission  America,  is  putting  together  a  team  of  sponsors  such  as 
Dry  Creek  Vineyard  in  California's  Sonoma  Valley). 

The  design  work  was  done  using  a  variety  of  programs, 
including  Autodesk's  AutoCAD  2000i  and  the  company's  col- 
laboration software  program,  Volo  View  Express.  But  the  key 
design  software  Andrews  and  other  designers  use  to  squeeze  the 
most  nautical  speed  out  of  everything  from  zephyrs  to  hellish 
gales  is  a  velocity  prediction  program  (VPP)  called  WinDesign, 
written  by  Yacht  Research  International  (with  customization  by 
Alan  Andrews).  Essentially  a  spreadsheet,  VPP  allows  a   ►  79 
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Rhyme  of  the 

ANCIENT 


BY  DOUG  WEBB 

10  MARCH  2001,  SYDNEY,  AUSTRALIA- 

Within  the  first  36  hours  of  the  10-month  BT  Global  Chal- 
lenge round-the-world  race,  our  yacht,  Logica,  collided  with 
a  fishing  boat.  No  one  was  injured,  and  there  were  few 
recriminations.  Soon  the  boat  was  racing  again.  We  had  man- 
aged to  prepare  for  this  as  well  as  other  possible  crises.  I'd 
like  to  share  how  and  why  we  made  these  preparations,  because 
the  lessons  we  learned  as  a  crew  of  sailors  are  as  applicable 
to  business  leadership  as  they  are  to  ocean  racing. 

Many  of  the  people  in  the  race  are  not  skilled  sailors. 
They  have  many  reasons  for  taking  part  that  often  have  noth- 
ing to  do  with  sailing  or  winning.  Competitors  in  the  race  put 
to  sea  in  boats  that  are  identical  in  every  way.  The  focus, 
then,  is  on  the  people  and  the  team  they  create  instead  of  the 
boats.  This  transforms  the  race  into  an  exercise  of  human 
interaction  against  the  open  sea. 

Through  training  and  the  race  itself,  I  have  learned  enor- 
mous amounts  about  what  makes  people  tick  and  how  you 
can  transform  a  group  of  diverse  individuals  into  a  focused 
team.  This  knowledge  will  be  of  huge  benefit  when  I  return  to 
my  job  as  a  CFO  at  Logica,  a  leading  information  technology 
company  with  more  than  11,000  employees  in  28  countries. 

The  members  of  Team  Logica,  one  of  12  teams  aboard 
identical  72-foot  yachts,  are  as  different  as  can  be.  There  are 
students,  a  police  detective,  a  ballet  dancer,  a  software  engi- 
neer, a  venture  capitalist,  marketing  managers.  Each  team  was 
selected  by  race  organizers,  and  was — at  least  on  paper — 
meant  to  be  as  equal  as  possible  to  the  other  11  crews.  What 
would  set  crews  apart  would  be  the  ability  to  build  an  effi- 
cient team  quickly. 

DEMOCRATIC  DECISIONS 

One  of  the  early  decisions  Team  Logica  made  was  that 
we  were  one  team  and  that  all  members  would  be  equal. 
Although  individuals  may  have  different  roles,  each  had  a 
voice  in  decisions.  Clearly  the  skipper  had  to  make  key  deci- 
sions, but  we  wanted  everyone  to  be  involved.  This  is  the 
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rou  can  build  trust  early,  you  can  overcome  any  obstacle. 


ach  taken  by  successful  startup  companies.  A  CEO  brings 
iginal  vision,  but  everyone  in  the  company  is  encour- 

0  give  his  or  her  perspective.  Through  this  approach,  a 
broader  base  of  experience  can  be  tapped,  and  ulti- 

f  better  decisions  are  made. 

racht  crew  is  only  as  strong  as  its  weakest  link.  Given  the 
rs  of  ocean  racing,  this  means  your  life  is  in  that  person's 
.  In  business,  the  tendency  is  to  identify  the  least  depend- 
nembers  of  a  team  and  replace  them.  But  with  the  BT 

1  Challenge,  you  can't  do  that.  Therefore,  it's  critical  to 
stand  the  capabilities  and  potential  of  each  person,  then 
ize  to  maximize  these  for  the  common  good. 

the  race  has  progressed,  we've  found  that  people  who 
have  been  passed  over  based  on  first  impressions  have, 
ppropriate  coaching,  blossomed  into  key  team  members, 
ve  identified  roles  on  the  boat  in  which  they  can  be  suc- 
l,  and  shielded  them  somewhat  from  roles  that  could 
o  failure.  Another  lesson  learned:  If  someone  fails  in  a 
is  not  his  or  her  fault,  it  is  the  fault  of  the  team  for  putting 
erson  in  a  position  where  he  or  she  could  not  succeed, 
er  through  lack  of  training  or  support.  This  is  a  lesson 
managers  ignore,  often  casting  out  the  person  involved 
Lit  carefully  analyzing  why  the  failure  occurred. 

IUNICATION  BECOMES  CRUCIAL 

nonths  before  the  race  began  in  January  2000,  the  mem- 
f  Team  Logica  spent  three  days  sitting  in  a  barn  talking 
:arning  about  one  another.  We  also  spent  time  learning 
o  communicate.  Since  we  spend  our  lives  talking  to  other 
:,  this  may  seem  strange.  But  talking  and  communicating 

0  different  concepts.  We  spent  time  learning  how  to  listen 
dw  to  understand  what  a  person  was  really  thinking.  Per- 
nost  important,  we  learned  how  to  give  and  receive  both 
ve  and  negative  feedback.  The  ability  to  communicate 
we  disagree  or  to  provide  critical  feedback  to  someone  has 

1  key.  You  cannot  avoid  conflict,  but  you  can  learn  how  to 
ite  a  conflict  to  avoid  having  it  become  a  cancer. 

ir  ability  to  communicate  was  severely  tested  when  we 
run  down  by  that  fishing  boat.  Although  we  had  the 
jf-way,  we  also  had  the  responsibility  of  avoiding  a  colli- 
nce  we  could  see  one  was  likely.  The  actions  of  our  helms- 
aved  us  from  taking  more  than  a  glancing  blow.  Still,  the 
nembers  down  below  were  concerned  about  the  crew  on 
Had  they  been  doing  their  job  properly?  Could  they  be 
d?  We  had  the  kind  of  discussions  world  leaders  call 
:  and  frank"  about  this  incident,  and  as  a  result,  mutual 
vas  fully  restored. 

is  trust  would  be  tested  again  toward  the  end  of  Leg  One. 
:  neared  Boston,  we  ran  through  the  remnants  of  Hurri- 
4elene.  Within  about  an  hour,  winds  increased  from  25 
to  as  high  as  77  knots.  In  trying  conditions  we  had  to 
:n  sail  quickly,  which  meant  sending  people  onto  a  fore- 
is  the  boat  plunged  through  35-foot  waves.  Everyone  got 
th  their  jobs  without  a  second  thought  about  whether 
her  team  members  would  be  backing  them  up.  Even  after 


the  boat  was  knocked  down  by  a  particularly  large  wave,  there 
were  no  suggestions  that  anyone  was  at  fault,  not  even  the 
helmsman  (me).  The  team  accepted  that  everyone  was  doing  all 
they  could  to  make  the  situation  as  safe  as  possible  and  to  keep 
the  boat  racing  at  maximum  speed.  We  had  prepared  in  advance 
for  adversity,  and  we  worked  our  way  through  it  when  it 
inevitably  came. 

All  of  this  is  not  to  say  that  building  a  close-knit  team  cannot 
have  its  downside.  In  what  proved  to  be  a  race  leg  with  far  more 
challenges  than  expected,  the  closeness  of  the  team  almost 
became  a  hindrance.  A  day  before  reaching  Boston,  one  of  our 
crew  members  became  ill  with  what  turned  out  to  be  a  perforated 
ulcer.  We  had  to  divert  from  the  race  to  the  closest  rendezvous 
point  for  a  helicopter  evacuation.  We  found  ourselves  in  a  situa- 
tion where  one  of  our  family  was  in  severe  pain  while  we  were 
helpless  to  do  anything  about  it.  Once  the  evacuation  was  com- 
plete, we  had  to  refocus  and  start  racing  again.  Understandably, 


the  team  was  more  worried  about  our  crewmate's  health  than 
about  the  race.  Only  by  persuading  each  other  that  racing  was 
what  our  missing  teammate  would  have  wanted  us  to  do  were 
we  able  to  get  back  to  the  task  at  hand. 

As  a  result  of  these  unexpected  incidents,  we  finished  the 
first  leg  in  ninth  place,  far  below  our  goal.  But  by  overcoming 
adversity,  we  established  cohesion.  We  proved  that  if  you  can 
build  trust  early,  you  can  overcome  any  obstacle.  In  my  expe- 
rience, it  is  rare  for  businesses  to  spend  enough  time  building 
a  team.  As  a  result,  the  team  will  not  function  at  its  best  when 
things  go  contrary  to  plan,  which  they  inevitably  will. 

A  PERSONAL  VICTORY 

I  am  sending  this  via  email  on  the  eve  of  Leg  Five,  a  6,020-mile 
crossing  of  the  Southern  Ocean  from  Sydney,  Australia,  to  Cape 
Town,  South  Africa.  Team  Logica  is  in  fourth  place  overall,  having 
just  missed  winning  the  previous  leg — from  Wellington  to  Syd- 
ney— by  only  four  minutes  and  15  seconds.  That  leg  showed  a 
team  working  together  more  closely  than  it  had  at  any  time.  Small 
victories  early  in  the  leg  gave  the  team  confidence  to  go  ►  79 
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ight  now  I  am  torn:  Do  I  "go  bold"  and 
keep  investing  in  technology  startups  to  be 
ahead  of  the  next  wave?  Or  do  I  listen  to 
the  part  of  my  brain  that  has  turned  violently  pes- 
simistic? Venture  capital  investments  in  the  second 
quarter  of  2001  were  $10.6  billion,  down  61% 
from  the  $27.2  billion  in  the  second  quarter  of 
2000,  so  I  am  not  alone  in  my  skittishness.  Let's 
make  some  assumptions:  The  IPO  market  is  going 
to  suck  for  the  next  two  years,  P/E  multiples  of  the 
market  leaders  will  be  in  the  low  to  mid-20s,  and 
mergers  and  acquisitions  will  be  a  fraction  of  what 
they  have  been.  Exit  strategies  will  be  hard  to  find. 

Companies  that  go  public  in  the  next  two  years  will 
have  real  sales  and  honest-to-God  earnings.  The  prob- 
lem, of  course,  is  finding  the  right  sector  to  produce 
those  companies.  For  30  years,  at  the  Yankee  Group 
and  Battery  Ventures,  I  could  be  the  contrarian — 
picking  such  sectors  as  wireless  and  communications, 
enterprise  software,  or  billing  systems —  before  the 
crowd.  In  the  VC  business,  half  the  battle  is  picking 
the  right  sectors,  but  don't  pick  them  too  early  or  your 
money  will  run  out.  The  second  secret  is  avoiding 
black  holes,  like  pen-based  computing. 

But  if  you  can  pick  the  right  sector  at  the  right 
time,  the  leaders  will  make  you  rich — they'll  sell 
for  five  times  sales  or  50  times  earnings.  Even  the 

rapid  followers 

In  the  VC  business,  half  the  w11  be  hlghly  val 

ued.  The  innova- 

battle  is  picking  the  right  sectors,     tors  go  public  and 

but  don't  pick  them  too  early         later  get  bought 

or  your  money  will  run  out.  by  thf  h}&"  en 

trenched  compa- 

  nies,  who  must 

have  these  jewels. 

This  means  you  can  double-dip:  Do  the  IPO  and 

then  hold  the  stock  long  enough  for  an  even  more 

attractive  merger  offer. 

Unfortunately,  what  is  almost  impossible  to  do 

today  is  find  a  company  so  good  that  it  runs  counter 

to  the  major  trends.  I  am  skeptical  of  application 

service  providers;  business-to-business  is  a  cruel 

joke;  Third  Generation  (3G)  and  Bluetooth  have 

the  stench  of  death  about  them  because  3G  is  too 

top-heavy  for  what  the  market  wants  and  Blue- 


tooth is  too  underpowered.  Customer  relations 
management  needs  a  fork  stuck  in  it,  it's  cookei 
too  many  entrants  and  too  hard  to  do  right 
should  be  called  the  Systems  Integrator  I 
Employment  Act.  I  could  go  on  and  on. 

For  years,  the  enterprise  market  ruled.  Ev 
major  advance  was  sold  first  to  the  Forbes  500 
subsequently  permeated  the  rest  of  industry.  T 
the  enterprise  market  got  tightfisted,  and  every 
turned  to  the  carrier  market.  If  Verizon  or  Sp 
standardized  on  your  product,  your  company  hi 
least  $1  billion  in  market  cap.  But  times  h 
changed.  The  carriers  have  cut  spending;  the; 
overdosed  on  $700  billion  in  debt.  So  we're  n 
ing  back  to  the  enterprise  market,  only  to  find 
sector  hot  enough  to  ignite:  lots  of  "nice-to-ha 
products,  no  "have-to-have"  products. 

Previously,  we  in  the  advice  industry  would  I 
anecdotal  tales  to  spin  into  trends,  which  co 
suggest  great  returns  if  only  buyers  developed 
right  "vision."  Remember  the  Reengineering 
Corporation  phase?  We  gurus  did  the  same  tr 
with  data  mining,  databases,  sales  force  automat 
email,  networks,  and  half  the  other  trends  in 
market,  some  of  which  produced  real  results  , 
some  great  companies:  Oracle,  Siebel  Syste 
Lotus  Development,  Cisco,  EMC.  But  I  don't 
as  confident  that  we  are  going  to  find  the  "insai 
great"  companies  this  time  around;  I  can  find 
embryonic  trends  that  excite  me. 

My  skepticism  is  turning  into  rampant  cynici 
even  as  I'm  trying  to  invest  millions  of  dollar 
the  next  winners.  What  I  am  seeing  today  is  s; 
ration:  PCs,  servers,  networks,  content.  Her 
Intel  investing  more  than  a  billion  dollars  in  a  i 
chip,  hoping  to  prime  the  pump  for  new  appl 
tions  such  as  streaming  media.  But  if  stream 
media  doesn't  catch  on — and  I  believe  it  won' 
then  Intel's  investment  will  be  toast. 

So  I  sit  on  the  fence,  unsure  of  where  to  go. 
Yogi  Berra  said,  "When  you  come  to  a  fork  in 
road,  take  it!" 

Howard  Anderson  founded  the  Yankee  Group  , 
YankeeTek  Ventures,  an  early-stage  venture  cap 
firm  in  Cambridge,  Massachusetts. 
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■4  75  design  team  to  factor  in  any 
change  in  a  dynamic  environment  and 
determine  what  hull  shape  will  be  fastest 
over  a  long  ocean  race. 

For  instance,  let's  say  that  Van  Liew 
and  Andrews  are  trying  to  determine  how 
wide  to  make  the  hull  in  front  of  the  mast 
to  increase  flotation  and  get  the  boat  plan- 
ing more  easily  at  speed.  "VPP  lets  us  put 
the  boat  virtually  into  all  the  weather  and 
wave  conditions  we  can  expect  on  all  the 
legs,"  Van  Liew  says.  "So  we  might  find 
that  the  boat  surfs  better  from  Cape 
Town  to  Auckland,  letting  us  pick  up 
three  hours.  But  the  program  will  also 
tell  us  that  on  another,  slower  leg,  when 
the  boat  isn't  planing,  that  hull  design 
will  cost  five  hours,  giving  us  a  net  loss 
of  two  hours  on  the  two  legs." 


for  the  bigger  victory  in  the  long 
Overtaking  other  boats  early  made 
;rs  of  everyone.  We  made  sure  we 
:d  every  accomplishment.  In  the 
we  had  tended  to  dwell  on  what 
>ne  wrong.  Certainly,  you  need  to 
;e  and  learn  from  mistakes,  but  by 
mcentrating  on  celebrating  success, 
t  people  thinking  about  success. 

our  crew  we  have  people  with  very 
nt  ambitions  for  the  race.  Some,  like 
2  in  it  to  win.  Others  are  in  it  for  the 
^erience.  What  is  clear  is  that  there  is 
nt  in  trying  to  force  a  winning  atti- 
n  everyone.  With  those  intent  on  the 
ence,  it's  better  to  focus  on  some 
that  is  important  to  them — having 
r  instance — than  using  fun  as  a  tool 
ve  actions  that  also  benefit  the 
on  of  others  to  win.  So  we  strive 
elaxed  atmosphere.  We  play  music 
deck  speakers,  and  we  try  not  to  get 
:al  about  minimizing  weight  and 
5  people  up  to  move  to  the  high  side 
we  tack.  This  all  adds  to  the  enjoy- 
)f  being  at  sea  and  encourages  peo- 
want  to  drive  the  boat  fast,  since 
fast  is  a  whole  lot  more  fun. 
course,  not  everything  can  be  fun. 
joat,  as  in  business,  sometimes  it's 
iry  to  reorganize  a  team  and  change 
les  people  play.  I  had  to  learn  this 
nd.  Through  the  first  three  legs  I 
watch  leader,  but  my  style  of  leader- 
very  different  from  that  of  the  skip- 
d  from  the  tone  that  he  wanted  to 
the  boat.  In  Leg  Four,  I  was  replaced 
neone  with  a  much  more  comple- 
ry  style.  As  a  result,  frankly,  certain 
ers  of  the  team  were  happier  than 
ad  been  before.  In  particular,  one 
1  I  had  occasionally  been  in  conflict 
'as  much  more  relaxed,  even  though 
lally  was  taken  off  the  helm  in  favor 
etter  driver.  Had  I  proposed  this 
,  he  would  have  taken  it  as  a  slight, 
imately,  we  forged  a  way  to  work 
er,  to  continue  enjoying  our  parti- 
ireas  of  interest  and  make  the  best 

expertise.  It  isn't  hard  to  suppress 
lal  desires  when  it  leads  to  greater 
1  success. 

maybe  I'm  just  setting  myself 
■  a  soft  landing  when  I  return  to 

3.  ■ 


Webb's  yacht  finished  fourth 
BT  Global  Challenge,  which  con- 
\  in  June. 


WATER  WORLD,  WIRED 

VPP  also  lets  Van  Liew  and  other  drivers 
work  out  ahead  of  time  the  right  rigging 
combinations  and  tactics  while  sitting 
at  their  computers  on  dry  land.  Using 
the  program,  a  driver  can  digitally  insert 
a  virtual  boat  into  actual  conditions 
against  real  boats  that  might  be  engaged 
in  an  actual  race  in  real  time.  Thus,  a 
competitor  can  do  a  shakedown  cruise 
without  getting  the  shakes. 

Because  it's  a  spreadsheet,  VPP  can 
pinpoint  how  weight  changes  affect  per- 
formance. Boats  are  infinitely  tweaked 
combinations  of  lightness  and  strength, 
with  carbon  fiber  and  Kevlar  utilized 
wherever  the  designers  and  their  pro- 
grams think  they  can  get  away  with  it. 
Also  with  an  eye  toward  weight,  at  the 
beginning  of  any  leg,  the  object  is  to 
have  enough  food,  water,  and  equip- 
ment, but  not  one  ounce  too  much. 
Getting  the  amounts  right  would  be 
educated  guesswork  without  comput- 
ers. (Weight  is  so  crucial  in  open  class 
ocean  racing  that  Van  Liew,  who  admits 
to  being  a  gearhead  who  loves  "con- 
necting the  dots  of  the  technology,"  cuts 
his  toothbrush  handle  in  half  before 
starting  out.) 

Even  the  drivers  themselves  are 
plugged  into  the  technology  loop,  liter- 
ally. As  Van  Liew  puts  it,  "You  use  the 
tech  to  become  the  tech."  He  wears  a 
wrist  monitor  that  accumulates  physical 
information  collected  at  stopover  ports 
by  Claudio  Stampi,  a  sleep  researcher  at 
Harvard  University.  Out  on  the  ocean 
alone,  even  a  two-hour  nap  can  put  the 


skipper  AWOL  if  a  part  fails,  a  rogue 
wave  crashes  over  the  boat,  or  an  iceberg 
not  picked  up  by  radar  looms  dead 
ahead.  By  studying  Van  Liew's  meta- 
bolic patterns,  Stampi  can  chart  them  in 
a  wave  schematic  (mental  alertness  vs. 
natural  downtime),  then  create  a  plan  to 
let  him  catnap  from  peak  to  peak.  In  this 
way,  Van  Liew,  who  sleeps  for  four  hours 
during  any  24-hour  period,  tries  to  limit 
his  naps  to  45  minutes,  at  times  when  he 
functions  least  well  awake.  Rarely,  how- 
ever, does  he  enjoy  the  luxury  of  the 
entire  planned  nap. 

"I  want  to  stay  around  the  80th  per- 
centile on  the  balance  of  fatigue  and 
rest,"  Van  Liew  says.  "Get  down  around 
the  70th  percentile,  and  you  start  to  hal- 
lucinate. Sleep  eight  hours  in  a  day,  and 
you  might  lose  100  miles." 

STAYING  IN  TOUCH 

Van  Liew's  laptop  is  a  combination  of 
companion  and  copilot.  With  a  program 
called  Deckman  for  Windows  by  Sail- 
math,  he  can  compare  his  boat's  per- 
formance to  his  competitors'  in  a  graphic 
readout.  Each  skipper  can  use  informa- 
tion technology  to  combat  loneliness  and 
boredom,  too.  During  the  1998-99  race, 
Van  Liew  used  the  Internet  to  send  almost 
daily  dispatches  and  digital  photos,  what- 
ever the  conditions,  to  Quokka.com,  the 
now  defunct  sports  and  adventure  Web 
site  in  San  Francisco.  He  also  kept  in 
frequent  contact  with  other  boats  in  the 
race,  as  well  as  with  race  headquarters 
in  Charleston,  South  Carolina.  A  soft- 
ball-size  antenna  receives  email  and  text 
messages  from  satellites.  (Comsat  was 
one  of  the  sponsors  of  the  1998-99 
race.)  Standard  C,  a  fast  satellite  link, 
also  lets  sailors  surf  the  Web  while 
they're  surfing  the  swells.  Four  times  a 
day,  race  organizers  poll  the  boats  to  get 
a  live  report  on  the  racers'  heading  and 
speed.  Also  on  board  are  two  or  more 
global  emergency  position  radio  beacons 
that  Van  Liew  describes  as  "last  ditch" 
emergency  beacons.  "If  a  sailor  flips  the 
switch  on  one  of  these  bad  boys,"  he 
says  with  a  combination  of  confidence 
and  hope,  "somebody  will  be  overhead 
pretty  quick." 

Or  at  least  that's  the  theory.  "There's 
a  certain  element  of  Russian  roulette  in 
all  this,"  Van  Liew  admits.  In  other  words, 
tech  gets  sailors  out  there,  but  they  have 
to  bring  themselves  back.  ■ 
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BURNING  TECHNOLOGY  QUESTIONS  REVISITED 


We  got  the  message:  You  really  liked  the 
"Burning  Questions"  feature  in  our  last 
issue,  in  which  we  answered  68  defini- 
tive (and  sometimes  funny  or  obscure) 
questions  about  technology.  So,  with 
this  new  department,  we're  going  to 
keep  answering  your  questions. 

If  you're  curious  about  something 
technological,  or  how  something  works, 
or  whatever  happened  to  Gil  Amelia,  let 
us  know.  If  we  don't  have  the  answer, 
we'll  find  someone  who  does. 

Email  questions  to  askasap@forbes. 
com,  or  send  them  to  Questions,  Forbes 
ASAP,  555  Airport  Blvd.,  5th  Floor, 
Burlingame,  CA  94010.  —Theeds. 

1.  How  much  money  did  venture  capital- 
ists invest  in  technology  in  1990?  In  1995? 
In  2000?  In  the  first  half  of  2001? 

For  easy  money,  nothing  matches  2000. 
According  to  Venture  Economics  and  the 
National  Venture  Capital  Association, 
VC  disbursements  in  the  U.S.  technology 
sector  (Internet,  communications,  elec- 
tronic components,  software,  and  hard- 
ware) totaled  $1.2  billion  in  1990,  $2.3 
billion  in  1995,  and  —  are  you  sitting 
down? — $82.6  billion  last  year,  36  times 


the  1995  figure.  During  the  first  half  of 
this  year,  VCs  invested  just  $17  billion. 

With  the  dot-com  crash  and  companies 
at  bargain  prices,  why  haven't  we  seen 
more  mergers  and  acquisitions? 

You'd  think  that  as  companies  get 
cheaper,  they'd  become  buyout  targets. 
That's  generally  true — to  a  point.  At  the 
end  of  last  year,  M&A  activity  plum- 
meted and  deal  sizes  got  significantly 
smaller.  This  year,  the  trend  seems  to  be 
continuing.  Why? 

First,  there's  the  problem  of  price. 
Sellers  have  a  hard  time  believing  their 
companies  are  worth  much  less,  and  big 
buyers  like  Cisco  and  JDS  Uniphase, 
also  suffering  from  plunging  stock  prices, 
find  that  bottom-line  pressures  curb  their 
appetites.  "You  can't  marry  a  burn  rate," 
says  venture  capitalist  Geoff  Yang.  "A 
company  that  has  cash  and  profitability 
can't  afford  to  take  on  the  burden  of  a 
company  losing  huge  amounts  of  cash 
every  month." 

Whatever  happened  to  Jim  Clark? 

You  might  think  that  any  red-blooded 
Texan,  having  started  three  companies 
worth  more  than  $1  billion  each  (back 
in  the  happy  days  of  soaring  market 
caps),  would  just  want  to  go  on  doing 
the  same  old  thing.  And  when  Michael 
Lewis'  book,  The  New  New  Thing,  left 
off,  Clark  was  founder  and  board  mem- 
ber of  Healtheon/WebMD,  cofounder 
and  chairman  of  MyCFO,  and  cofounder 
of  an  online  digital  photo  printing 
service,  Shutterfly. 

After  promising  to  buy  $200  million 
worth  of  WebMD  shares  to  stabilize  its 
flaccid  stock  price,  Clark  pulled  up  stakes 
and  resigned  from  the  board  of  directors 


last  October.  By  early  April,  Shutterfl)l 
had  laid  off  55  of  its  145  employees  anal 
replaced  its  CEO,  even  as  Clark  investec| 
$5  million. 

But  Clark's  genius  has  always  beerl 
sensing  where  things  are  going.  And  htl 
seems  only  fitfully  interested  in  thtl 
increasingly  chaotic  high  tech  battle.  Ail 
57,  he's  far  from  cyber  senility.  But  a  couji 
pie  of  years  ago  the  maharajah  of  Moun- 
tain View,  California,  moved  to  Paln~| 
Beach,  Florida,  which  is  3,000  miles  and| 
several  light-years  away  from  Silicon  Vab 
ley,  and  he  seems  to  care  more  abou«| 
enjoying  life  than  staying  on  Forbes 
ASAP's  Rich  List.  He  sails  his  mega-sloop, 
Hyperion,  globe  hops  on  his  Gulfstream 
IV,  rides  motorcycles,  races  his  Ferrari, 
and  collects  the  best  French  wines. 

What's  the  definition  of  a  gigaflop?  A 
teraflop?  A  dot-com  flop? 

Gigaflop:  A  measure  of  computing  speed 
equal  to  1  billion  floating-point  opera- 
tions per  second. 

Teraflop:  A  measure  of  computing  speed 
equal  to  1  trillion  floating-point  opera- 
tions per  second. 

Dot-com  flop:  A  measure  of  business 
plan  idiocy  compounded  by  the  float- 
ing away  of  millions  of  dollars  in  what 
seems  like  a  second. 

What's  the  first  killer  app  for  robots? 

A  rent-a-bot  security  guard  that  can 
memorize  routes  and  detect  intruders. 
Its  infrared  vision  will  see  in  the  dark, 
according  to  Gregory  Benford,  the 
author  of  Beyond  Human:  The  New 
World  of  Cyborgs  and  Androids.  In  fact, 
iRobot  of  Somerset,  Massachusetts,  has 
already  developed  a  similar  machine,  the 
iRobot-LE,  for  home  use.  ■ 
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rang  to  Exhale 


-0 


The  pharmaceutical  industry  heaved  a 
sigh  of  relief  when  George  W.  Bush  eked  out 
his  narrow  presidential  victory  over  Al  Gore. 
After  all,  big  pharma  got  bashed  during  the  Clin- 
ton administration,  which  accused  the  industry  of 
money-grubbing  and  overcharging.  But  with  the 
Senate  back  in  Democratic  hands,  pharma  is  hold- 
ing its  breath  again,  anticipating  a  renewal  of  the 
scrutiny.  Which  means  that  biotech,  too,  is  at  risk. 

The  Biotechnology  Industry  Organization,  bio- 
tech's  trade  association,  did  a  great  job  during  the 
Clinton  administration  of  convincing  Congress  and 
much  of  the  public  that  biotech  was  distinct  from 
those  big  pharma  sharpies.  After  all,  big  pharma 
worked  on  "me  too"  drugs  designed  primarily  to 
line  its  pockets,  while  biotech  worked  on  innova- 
tive new  drugs  for  once-untreatable  diseases.  Big 
pharma  was  overweight  with  management  and  infra- 
structure, while  the  lithe,  young  biotech  sector  ran 
lean  and  mean.  Finally,  biotech  aided  cost  contain- 
ment by  reducing  serious  complications  and  the 
time  patients  spent  hospitalized. 

Today,  big  pharma  is  coming  under  fire  from  an 
ever-growing  circle  of  critics.  Ted  Kennedy,  the  new 

Democratic  chair  of 


It  will  be  a  lot  tougher  making 
the  distinction  between  big 
pharma  and  biotech  this  time 
around.  Biotech  is  a  huge 
industry  today. 


the  Senate  Health 
Committee,  and 
Senate  Majority 
Leader  Tom  Daschle 
are  working  on  a 
patients'  bill  of 
rights  and  a  Medi- 
care drug  benefit 
program  that  could  cap  prices  for  the  elderly,  some  of 
the  biggest  buyers  of  medications.  It  doesn't  help  that 
the  average  price  of  the  50  best-selling  drugs  rose 
6.1%  last  year,  double  the  inflation  rate. 

Among  the  industry's  problems,  the  Food  and 
Drug  Administration  is  looking  into  sloppy  manu- 
facturing practices,  the  Federal  Trade  Commission 
accuses  companies  of  illegally  trying  to  retain  con- 
trol of  products  that  are  losing  patent  protection, 
and  the  Department  of  Justice  has  launched  a 
widespread  investigation  into  overpricing.  Bristol- 
Myers  Squibb,  Merck,  and  GlaxoSmithKline  face 
demands  that  they  make  their  life-saving  AIDS 
drugs  affordable  for  dying  Africans.  Over  the  past 


few  years,  at  least  eight  products  were  pulled  0 
the  market  due  to  adverse  side  effects. 

Biotech  trade  associations  and  executives  hav 
long  touted  the  pure  motives  and  altruistic  goals  c 
their  industry,  while  emphasizing  the  great  retur 
on  investment  made  possible  by  "doing  good. 
Unfortunately,  biotech's  big  brothers  in  pharm 
have  done  a  great  job  of  setting  themselves  up  a 
targets  for  the  reconstituted  Senate. 

Investors  need  to  watch  these  events.  Are  thes 
signals  that  biotech  might  end  up  tarred  and  feath 
ered  along  with  big  pharma?  Are  we  losing  th 
confidence  of  the  general  public  in  the  basic  safet 
and  regulation  control  of  our  industry? 

It  will  be  a  lot  tougher  making  the  distinctio 
between  big  pharma  and  biotech  this  time  arounc 
Biotech  is  a  huge  industry  today,  generating  reve 
nues  of  some  $22  billion  last  year.  Its  sales  rep 
have  been  caught  pulling  ploys  like  those  used  b 
big  pharma  to  get  doctors  to  prescribe  products 
while  the  FDA  has  shut  down  clinical  trials  01 
stalled  marketing  approval  for  several  biotecl 
products  based  on  manufacturing  concerns  an« 
accusations  of  lying  about  data.  Anti-biotecl 
activists  certainly  don't  see  biotech  as  a  friendl; 
industry.  Although  activists  now  are  concentratinj 
on  genetically  modified  foods,  it's  not  much  of 
stretch  to  include  medical  biotech. 

Watch  biotech's  response  to  the  bad  PR.  If 
sounds  like  managers  and  executives  are  trying  tc 
weasel  out  of  taking  responsibility  for  the  action; 
of  their  firms,  or  if  their  commitment  to  excellent 
science  coupled  with  business  ethics  seems  shakiei 
than  Jell-O,  stock  prices  could  tremble,  too. 

Biotech  CEOs  must  explain  how  they'll  balance 
the  need  for  profits  with  the  responsibility  to  make 
important  new  technologies  accessible  to  all.  They 
must  discuss  how  they'll  deal  with  the  adverse 
effects  of  their  firms'  technologies  on  the  rest  of  the 
world.  The  top  15  biotech  companies  should  take 
the  lead  in  addressing  the  growing  breach  of  trust 
between  the  industry  and  those  expected  to  use, 
and  pay  for,  the  resulting  products. 

Cynthia  Robbins-Roth  is  the  founding  partner  of 
BioVenture  Consultants  and  author  of  From 
Alchemy  to  IPO:  The  Business  of  Biotechnology 
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RARE  DALI  PRINTS 


If  you  own,  or  arc  considering  the  purchase 
of  u  Salvador  Dali  prim.... 

Our  exclusive  catalog  features  full-color 
pictures  of  more  than  500  signed  limited 
edition  Salvador  Dali  prints  Eacn  print  is  fully 
documented  by  Albert  Field,  curator  of  the 
Salvador  Dali  Archives,  and  guaranteed 
authentic.  The  catalog,  "Salvador  Dali:  A 
Retrospective  of  Master  Prints,"  is  a  must 
for  anyone  interested  in  works  signed  by 
Dali.  Call  now  and  we  will  rush  you  a  free 
copy  of  "The  SalvadorDali  Collector's 
Newsletter".  (SI  5  per  issue) 


Salvador  Dali 
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800.423.2993 


Legally  &.  Ethically 


Own YOUR  Own 
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800-733-2191 
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clients  lawsuit-proof.  All  the  local 
appointments  you  can  handle. 
State-of-the-art  marketing  tools. 
Huge  demand.  Extremely  high 
income  with  lifetime  residuals  in 

multi-billion  dollar  market. 
Candidates  must  be  bondable, 
have  outstanding  references  and 

good  communication  skills. 
24-hr.  recording  (800)  653-4497 


$  OVER  THREE  BILLION  $ 
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Major  Manufacturing  to  Small  Retail  Shops 
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Information  Package. 
800-995-0049  Ext.  7675 
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explain  our  unique  and  exciting 
opportunity.  It  you're  looking  for  a 
simple  business  with  HIGH  INCOMT 
POTENTIAL  and  absolutely  no 
downside,  let's  talk.  Investment 
required 


Call  1-800-675-6144 


FREE  EVALUATION. 

Accredited  universities  offer  full  credit 
for  life  and  work  experience.  Bachelor's, 
Master's,  and  Ph.D.  degrees  in  most 
fields.  No  residency  requirements. 
Free,  prompt,  and  confidential 
evaluations.  Guaranteed  Student  Loans. 
1-800-951-1203  www.arrc.org 
Fax:  1-413-674-9378 
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we  do  the  rest! 
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LAND 

The  one  thing  that  can  not  be 
reproduced.  There  will  never  be  an 
over  supply.  A  good  long-term 

investment. 
For  Colorado  Ranch  and  Farms 
check  out  our  web  site  at: 

www.orrland.com  (Denver) 
www.farmandranchmls.com 

ORR  LAND  COMPANY 

5040  Acoma  Street 
Denver,  CO  80216 
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Finely  Crafted 

Leather  Footwear 

For  Men 
in  sizes  6  to  20 
&  widths  AAA  to  EEEEE 

Our  classically  styled  dress, 
casual  and  athletic  designs 
offer  exceptional  comfort. 

For  a  FREE  CATALOG 
call  toll-free 
1.877.442.1185, 
code  J428Z 

E.T.  Wright* 


Consultants  Needed 


Capital  Available 


CONSULTANTS  NEEDED!!! 


ATTORNEYS  ACCOUNTANTS 
DEALMAKERS  Public  or  private 
funds  available  for  expansion  of 
projects  with  excellent  manage- 
ment and  growth  potential. 
ARBOC  INC. 561-627-71 10 


Legal  Services 


ASSET  PROTECTION 


Domestic  &  Offshore  Strategies 
Companies,  Trusts,  Private  Banking 

•Maximum  Privacy  •  Tax  Savings 
•  Estate  Planning  •  Global  Investments 


Steven  Sears,  CPA  *  Attorney  at  Law 

714-544-0622  •  www.searsatty.com 


Asset  Strategies  field-force  launch  in  full  swing.  We  train, 
equip  and  support  you  as  a  professional  consultant  for 
business  and  individual  clients.  You  learn  how  to  protect 
your  client's  assets  from  litigation  and  at  the  same  time  slash 
their  taxes  significantly.  You  earn  up  to  $6,000  per  client.  In 
a  fledgling  market  with  our  unique  product  mix  our  clients 
don't  have  any  real  alternatives.  In  addition,  their  benefit 
from  our  services  dwarfs  what  they  have  to  pay  for  them. 
This  also  means  that  you  have  no  competition!  Call  only  if 
you  are  able  to  work  independently,  willing  to  invest  in  your 
future  and  desire  the  income  that  follows  from  these 
commitments. 

Call  toll-free  800-714-3501 
Independent  consultancies  available  for  a  limited  time 
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For  extremely  competitive  advertising  rates 
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MORES  by  Owen  Edwards  _  - 

absolutely  120%  Positive 


Toward  the  end  of  last  winter  I  was  doing 
some  work  in  New  York,  and  I  had  planned 
to  stay  over  the  weekend.  But  starting  on 
Thursday  evening,  local  television  weather  fore- 
casters began  delivering  dire  warnings  of  an 
approaching  snowstorm.  The  usual  arsenal  of 
satellite  pictures,  Doppler  radar  images,  and  way 
cool  computer  graphics  gave  the  impression  that 
we,  the  viewers,  were  seeing  the  workings  of  an 
exact  science.  Leaving  no  room  for  doubt,  the  mas- 
ters of  meteorology  announced  that  "the  blizzard 
of  the  century"  would  soon  be  roaring  into  the  Big 
Grapple.  Never  mind  that  2001  seemed  rather 
early  in  the  century  to  be  making  that  kind  of  call. 

By  Friday  night,  the  blizzard  story  was  leading 
every  local  newscast,  with  "team  coverage"  that 
included  reporters  at  supermarkets  describing 
the  clearing  of  shelves  by  breathless  citizens. 
Weather  broadcasts  had  become  a  battle  of  com- 
a  peting  computer  models  that  revealed 
imminent  "snow  emergencies."  Like 
football,  these 
predictions 
were  a  game 
of  inches. 
Anticipated 
accumula- 
tions went 
rapidly  from 
six  inches 
to  two 
feet  or 
more. 


What  was  most  notable  about  this  blizzard  of 
blizzard  predictions  was  the  absolute  confidence 
of  the  predictors.  Nothing  sketchy  here;  the  sheer 
abundance  of  information  was  undeniable.  Satel- 
lites clearly  showed  the  storm  track;  automated  sen- 
sors reported  the  air  pressure,  temperature,  and 
wind  direction  and  speed;  computers  did  the 
clairvoyant  number  crunching.  No  speculation — 
never  an  //  or  maybe  —  just  the  grim  assurance 


that  folks  had  better  stock  up  on  brie  and  pin< 
grigio  or  face  the  grim  prospect  of  eating  the 
household  pets. 

Bullied  by  all  this  certainty,  even  normally  skej 
tical  New  Yorkers  bought  into  the  Cassandra  cal 
By  Saturday  night  the  nearest  brie  was  said  to  be  i 
Montreal.  Airlines  announced  that  they  woul 
begin  canceling  flights  the  next  day.  And  I  bougl 
into  it  too,  cutting  my  stay  short  and  leapin 
aboard  the  next  flight  out,  as  if  I  were  catching  th 
last  plane  out  of  Casablanca. 

The  storm  only  dusted  New  York,  and  I,  alon 
with  thousands  of  New  Yorkers  now  overstocke 
with  smoked  salmon,  felt  like  a  total  chump.  One 
more,  I'd  let  a  torrent  of  information  convince  m 
that  anything — weather,  politics,  the  stock  marke 
how  my  day  is  going  to  go — is  predictable. 

It's  not  a  bad  thing  to  know  the  facts  an 
establish  patterns  before  we  make  decisions, 
the  caribou  have  always  taken  a  certain  route  t 
southern  pastures  and  we  happen  to  live  on  car 
bou  steaks,  then  knowing  that  route  is  importan 
But  the  information  doesn't  guarantee  the  here 
will  be  in  the  same  place  at  the  same  time  ne> 
year,  or  even  that  they'll  be  there  at  all.  Every  sy; 
tern  is  chaotic  at  some  level,  even  the  seemingl 
immutable  laws  of  physics  (all  those  crazy  muor 
and  quarks).  Based  on  an  ocean  of  facts  and  suf 
positions,  scientists/statisticians  may  predict  th; 
sea  levels  will  rise  10  feet  in  100  years  and  be  o 
by  eight  feet  in  the  other  direction.  Information 
dandy,  especially  as  a  way  to  pass  the  time,  but  i 
the  end  we  understand  why  things  happen  far  le; 
than  we  like  to  think.  Because  we  now  have  eve 
more  powerful  means  to  analyze  data,  we  assum 
we  know  more.  In  fact,  we  know  exactly  a 
much  as  we  always  have,  which — given  th 
formidable  power  of  the  imponderable — is  nc 
a  hell  of  a  lot.. 

The  siren  song  of  the  information  age  lures  i 
into  a  belief  that  we're  able  to  wring  the  mystery  oi 
of  the  future;  we  assume  we  can  rewrite  Murphy- 
Law  as  "Whatever  can  go  wrong,  we've  ahead 
anticipated."  So  pundits  predict  budget  surpluse 
10  years  into  the  future,  or  that  the  old  rules  c 
economic  cycles  won't  apply  anymore  (oops,  scratc 
that),  or — well,  storms  of  the  century.  To  which 
can  only  say,  "Good  luck." 
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to  information.  Any  kind.  Any  amount.  From  any  place.  This  is  the  promise  of  communications.  A  promise 
in  be  achieved  by  combining  optical  components  and  integrated  circuits.  A  promise  that  is  being  realized  today 
Drld  leader  in  both.  A  company  that  has  put  generations  of  innovations  to 
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[  TEST  YOUR  MARKET  IQ~ 

HOW  MANY  COMPANIES  ARE  THI 
IN  THE  S&P  MIDCAP  400? 


Fees  and  expenses  will  reduce  the  performance  of  the  MidCap  SPDR  Trust  as  compared  to  the  S&P  MidCap  400  Index.  For  more  com 
information  and  a  prospectus,  including  potential  risks,  on  MidCap  SPORs,  call  1-800-THE  AMEX  or  visit  www.amex.com/MDY.  Rea 

prospectus  carefully  before  you  invest. 

MidCap  SPDRs  are  subject  to  risks  similar  to  those  of  stocks.  Investment  returns  may  fluctuate  and  are  subject  to  market  volatility,  so  tr 
investor's  shares,  when  redeemed  or  sold,  may  be  worth  more  or  less  than  their  original  cost.  Past  performance  is  no  guarantee  of  future  re 

ALPS  Distributors.  Inc.,  a  registered  broker-dealer,  is  distributor  for  the  MidCap  SPDR  Trust,  a  unit  investment  trust.  Standard  &  Pot 

'S&P/"  "S&P  MidCap  40O.!M"  "Standard  &  Poor's  Depositary  Receipts'"  and  "MidCap  SPDRs""'  are  trademarks  of  The  McGraw-Hill  Compi 
Inc..  and  have  been  licensed  for  use  by  PDR  Services  LLC  and  American  Stock  Exchange  LLC.  MidCap  SPDRs  are  not  sponsored,  endorsed 
or  promoted  by  S&R  a  division  of  The  McGraw-Hili  Companies,  Inc.,  and  S&P  makes  no  representation  regarding  the  advisability  of  invest 
MidCap  SPDRs.  ©  2001  American  Stock  Exchange  LLC 


• If  you  guessed  four  hundred, 
MidCap  Spiders  should  be 
an  easy  decision  for  you. 


If  you're  pondering  the  different  ways  of  investing 
in  midcap  companies,  put  your  brain  at  ease. 
MidCap  Spiders  are  the  best  parts  of  a  stock  and 
a  mutual  fund  in  one.  Each  share  you  buy  is  a 
portion  of  the  whole  basket  of  S&P  MidCap  400™ 
stocks,  just  like  a  traditional  index  fund.  And  with 
Spiders,  the  management  fees  are  very  low.  You 
buy  and  sell  MidCap  Spiders  the  same  way  you 
buy  stocks,  paying  your  usual  commission.  And 
Spiders  trade  all  day,  allowing  you  to  sell  anytime 
without  a  penalty.  MidCap  Spiders  (MDY)  are  one 
of  over  100  different  Exchange  Traded  Funds  listed 
on  The  American  Stock  Exchange.  So  you  can  be 
smart  in  lots  of  different  ways.  Talk  to  your  broker 
or  financial  advisor.  Or  to  get  more  details  call 
1-800-THE  AMEX  or  visit  www.amex.com/MDY. 

MidCap 

JjT^i  [MRU 

Listed  on 
The  American 
Stock  Exchange 
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SIDE  LINES 


Dividends  don't  matter?  They  do  if  your 
stocks  provide  no  capital  gains. 
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Goose  Eggs  How  quaint  those  old  distinctions  betwe  | 
principal  and  income.  Get  with  the  times!  Forget  dividen 
and  interest.  Live  off  your  capital  gains. 

So  argue  some  modernist  trust  lawyers  in  an  article 
Ashlea  Ebeling  on  page  144.  While  that  viewpoint  will 
handy  for  spendthrift  heirs,  I  hope  it  doesn't  gain  too  mu 
currency  with  financial  planners — or  with  politicians. 

The    classic     n  _%#■  u 

distinction  be.  ,  Drooping  Yields 

tween  golden  eggs 
and  the  geese  that 
lay  them  fell  into 
disfavor  in  1969, 
the  era  of  go-go 
stock  funds.  That 
was  when  Mc- 
George  Bundy  of 
the  Ford  Founda- 
tion famously  decreed  that  endowments  should  invest  ft 
total  return.  Since  capital  gains  were  all  but  guaranteed,  tl 
thinking  went,  you  could  safely  spend  them.  Dividends  an 
bond  coupons  were  for  old  fogies. 

The  savage  stock  market  of  1973-74  put  a  damper  on  th 
line  of  thought,  but  with  memories  of  the  crash  faded,  Bund; 
ism  is  back.  It  says  that  dividends  don't  matter  and  that  sine 
capital  gains  are  (over  a  long  investing  horizon)  all  but  a; 
sured,  you  should  fill  your  401  (k)  to  the  brim  with  stocks. 

But  is  it  foreordained  that  stocks  will  deliver  a  terrific  n 
turn?  Japan's  Nikkei  index  is  down  from  39,000  at  the  end  ( 
1989  to  1 1,300  now.  Imagine  that  the  Japanese  economy  roai 
back  to  life  and  stocks  triple  over  the  next  13  years.  The 
Japanese  stockholders  will  have  gone  a  quarter-century  wit 
zilch  for  capital  gains.  It  suddenly  becomes  relevant  the 
Japanese  stocks  pay  negligible  dividends. 

On  these  shores,  Bundyism  is  a  handy  discovery  for  politi 
cians  who  want  to  promise  fat  Social  Security  benefits  with  n< 
tax  increases.  It  is  undeniable  that  a  hypothetical  stock  buye 
of  25  years  ago  would  have  beaten  an  owner  of  Treasur 
bonds.  From  this,  politicians  conclude  that  stocks  will  bea 
bonds  over  the  next  25  years.  In  an  even  greater  leap  of  logic 
they  conclude  that  if  the  entire  population  buys  stocks  (fron 
one  another?)  then  we  can  painlessly  solve  Social  Security' 
problems. 

Dividends  don't  matter?  True,  Berkshire  Hathaway  inflict 
no  taxable  dividends  on  its  shareholders.  But  I  can  assure  yen 
that  in  buying  businesses  Warren  Buffett  pays  much  atten 
tion  to  their  dividend-paying  ability — that  is,  whether  the; 
generate  cash  in  excess  of  necessary  capital  expenditures. 

You  might  do  well  buying  stocks  today,  at  double  or  wors« 
the  price,  relative  to  dividends  or  earnings,  of  1976.  You  migh 
not.  Capital  gains  remain  iffy. 
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People  issues  are  complex.  Managing  them  doesn't  have  to  be.  fJ^^Vltt 
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BLOCKBUSTER:  Using  DvDs  to  Muscle  the  Studio 


Housing  Woes? 

I  must  assume  that  yau  were  writing 
tongue-in-cheek  in  your  article  on  the 
coming  housing  price  crash  ("What  If 
Housing  Crashed?"  Sept.  3,  p.  76).  The 
poor  Fletchers  did  not  "lose"  $1  million, 
because  they  never  had  an  offer  for  that 
amount  in  the  first  place.  They  essentially 
broke  even  on  the  sale  of  their  Palo  Alto 
house,  which  means  they  managed  to  live 
there  rent  free  for  three  years.  I  have  a  hard 
time  feeling  sorry  for  them  and  their  $2 
million  mortgage  on  a  $3.85  million  home 
in  Los  Altos.  They  chose  to  put  themselves 
in  that  position;  no  one  pushed  them  out  of  their  old  house. 

PAUL  DEMBR 
Los  Gatos,  Cali 

Although  the  Grapes  of  Wrath-style  photo  of  the  Fletchers  (p.  78)  tugged  at  m 
heartstrings,  the  fact  is  that  they  did  not  lose  a  penny.  They  made  a  profit  ( 
$184,000,  a  21.5%  return,  in  three  years.  A  profit  of  $184,000  is  only  a  pro! 
lem  when  you  are  already  committed  to  building  a  $3.85  million  house. 

CATHY  STUCKE 
Sugar  Land,  Te: 


Catching  Crooks 

The  "$500  Billion  Hedge  Fund  Folly" 
(Aug.  6,  p.  70)  may  give  the  misleading 
impression  that,  in  each  of  the  cases 
discussed,  the  SEC  was  unable  to  ad- 
dress the  fraud  before  all  the  investors' 
money  had  been  dissipated.  In  fact,  de- 
spite the  relative  secrecy  in  which 
hedge  funds  operate,  the  SEC  has  a 
solid  record  of  uncovering  hedge  fund 
fraud  and  recovering  a  portion  of  the 
victims'  assets. 

For  example,  in  the  David  Mobley 
case,  the  SEC  obtained  a  court  order 
freezing  nearly  $37  million,  or  roughly 
38%,  of  his  investors'  capital,  which  a 
court-appointed  receiver  is  now  re- 
turning to  investors.  The  SEC  also 
moved  promptly  to  preserve  substan- 
tial assets  invested  with  two  other 
hedge  funds  discussed  in  the  article — 
those  operated  by  Michael  Berger  and 
Burton  Friedlander. 

STEPHEN  M.  CUTLER 
Acting  Director 
Securities  &  Exchange  Commission 
New  York,  N.Y. 


Lingo  Lament 

In  "Healthy,  Wealthy  &  Wise"  (/ 
20,  p.  138)  FORBES  wrote:  "Pfi 
going  forward,  plans  to  submit  f 
new  drugs  for  approval  in  2001. 
you  plan  to  submit  something,  it 
plies  the  future,  so  what  is  the  ne 
sity  of  the  overused  phrase  "going 
ward?"  I  am  sick  of  hearing  it. 
brainless  stock-speak,  ranking  v 
"clearly"  (if  it  were  clear,  I  woul< 
need  an  explanation),  "take  sc 
money  off  the  table"  (can't  I  just  se 
"accumulate"  (should  I  buy  or  s< 
and  "bottoms-up  investing"  (wha 
RICHARD  COL 
Bayside,  t 

Going  forward,  clearly  we  will  take  s 
phrases  off  the  table.  — ED. 

Accounting  Tactics 

We  are  stunned  FORBES  would  pub 
an  article  as  potentially  damaginj 
our  shareholders'  interests  as  "Q 
Me  If  You  Can"  (Aug.  6,  p.  58).  ' 
fact  is  that  the  category  "unbilled 
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>u  could  empty  your  mind  of  worry,  how  would  you  refill  it? 

3dvisors  can  create  a  personal  plan  to  build  your  financial  freedom. 
)U  can  focus  on  what  really  matters.  Click  metlife.com,  call  800-MetLife 
>p  by  for  more  on  Life,  Disability  Income,  and  Auto  &  Home  Insurance. 
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Simple  physics:  uninflated  balls  take  up 
■jjl^M  .    less  space.  That's  why  we  ship  soccer  balls 
flat  to  Europe  for  a  leading  manufacturer. 
Until  they  arrive  at  a  distribution  center  near 
Amsterdam.  There,  at  a  specially  designed 
pumping  station,  we  inflate  and  package  them 
IjjjiJ/^j^L     for  the  final  leg  of  the  journey. 
fr^S  If  there's  a  more  efficient  way  to  move 

goods  from  manufacturing  to  market,  CNF 
"^w/^^j      will  find  it.  It's  what  we  do  every  day,  every- 
where.  To  find  out  more,  visit  our  website. 


Where  supply  meets  demand. 


www.freight.com 


EMERY  WORLDWIDE 
CON-WAY  TRANSPORTATION  SERVICES 
MENL0  LOGISTICS 


Red-flowering  trumpet  vines  scale  across  patio  walls.  Ginkgo  leaves  rustle  in  the  breeze. 
Night-blooming  jasmine  wafts  through  French  doors.  Sweet  dreams.  For  reservations,  call  your 

I    one  of 

travel  agent  or  1-800-648-4097.  Or  visit  www.hotelbelair.com.  |  'The^adingHotelsoftMWorld 


IT»«  A  PLACE 
CALLED  ABOVE  AND  BEYOND. 


At  Bombardier  Flexjet:  it's  a  distance  we  have  gladly  traveled  to  become  the 
world  leader  in  business  aviation  and  the  fractional  jet  ownership  program 
of  choice.  for  more  information  on  the  many  advantages  of  bombardier 
flexjet  fractional  jet  ownership.  visit  www.flexjet.com  or  call  1-800flex)et. 

BOMBARDIER  FLEXJET 


READERS  SAY 

vices"  refers  to  services  that  have  aire 
been  performed  but  not  yet  invoii 
Under  the  terms  of  the  contract 
client  is  obligated  to  pay  for  then 
"canceled  contract"  would  affect  the 
completed  balance  of  a  contract  i 
would  result  in  an  adjustment  to 
backlog,  but  not  to  our  income  st 
ment  or  our  balance  sheet.  Theref 
the  notion  that  customers  can  "torp 
contracts  anytime  they  want"  is  irr 
vant  to  our  reported  financial  rest 
Equally  unsupportable  is  the  asserl 
that  this  accounting  method  is  resp 
sible  for  the  recent  gains  in  our  si 
price.  Your  suggestion  that  we  are 
gaged  in  accounting  puffery  is  a 
pletely  irresponsible. 

BETH  LE/ 
Vice  Presic 

Communications  &  Investor  Relat 

Cove 
Princeton, 

Covance  told  us  prior  to  publicax 
that  it  estimates  what  its  "unbilled 
vices"  amounts  will  be  and  books  ti 
sums  as  revenues.  The  story  also 
ported  that  Covance  has  not  had  a 
nificant  writeoff  for  these  amou 

Rumors  and  Innuendo 

Re:  "The  $500  Billion  Hedge  Ft 
Folly"  (Aug.  6,  p.  70).  That  article  c 
tained  a  picture  of  my  client  F 
Mozer,  with  the  statement  that  h 
"rumored  to  pilot  a  hedge  fund." 
Mozer  does  not  operate,  and  never 
operated,  a  hedge  fund,  nor  is  he 
sociated  with  any  hedge  fund. 

ROBERT  J.  HAU! 

Afro; 
New  York,  I 

Just  a  Bit  Off 

"In  Looking  for  Eyeballs"  (Sept 
p.  104)  we  said  that  E-Trade  Group 
a  three-year  sales  growth  of  6%.  As 
ally,  the  number  is  63%. 

□ Forbes  1 

Send  e-mail  to  readers@forbes.com  or  visit 
www.forbes.com/letters.  Letters  will  be  edited. 
Please  include  address  and  phone  number. 


Europe's  Business 

Island  Earns 
Global  Approval 


Strategically  located  with  convenient 
regional  and  international  air  links 

Excellent  telecommunications  -  direct 
dialling  to  over  200  countries 

Thirty  two  double  tax  treaties 
covering  40  countries 

Highly  qualified  bilingual  staff  and  very 
competitive  operating  costs 

A  pleasant  environment  including  one 
of  the  lowest  crime  rates  in  Europe 


f 
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If  you  want  to  know  more  about  Cyprus  contact  CENTRAL  BANK  OF  CYPRUS,  International  Division 

POBox  25529  CY- 1  395  Nicosia  Cyprus  Tel:  +  357  2  7 14225  (8  00  am.  -  2.00  p.m.  Cyprus  time)  Fax:  +  357  2  378 1  64 
E-mail:  idoe@centralbank  gov  cy    Web:  http://www.centralbank.gov.cy 


ilinnrn/TFR 


EDITED  BY  WILLIAM  P.  BARRI 


informer@forbes.com 


Life  in  the  fast  lane: 
Robert  Lutz. 


Lutz  of  Luck 

►  In  1991  then-Chrysler  executive  Robert  Lutz  authored  an  ar- 
ticle for  Car  &  Driver  magazine  under  the  pseudonym  Um- 
berto  Bigone  on  how  to  speed  without  getting  caught.  Some  of 
his  time-tested  advice:  Buy  an  expensive  radar  detector;  look 
out  for  vehicles  with  folded-in  spotlights;  learn  to  identify  un- 
marked police  cars  from  their  models,  taillights  and  wide  tires; 
and  recognize  slow-moving  trucks  as  shields  for  cops.  Now 
Lutz,  69,  just  joined  buttoned-down  General  Motors,  whose  ex- 
ecutives hesitate  to  pose  for  photos  standing  up  in  pickups 
lest  people  think  riding  that  way  is  safe.  — Robyn  Meredith 

Food  Fight 

►  First,  Procter  &  Gamble  sued  high-end  dog  food  purveyor  Nutro 
Products,  which  had  claimed  that  its  scientific  studies  show  ca- 
nines lose  weight  eating  P&G's  lams  brand.  Then  Mars'  Kal-Kan 
Foods,  eyeing  more  growth,  joined  Nutro  in  suing  lams,  attack- 


ing its  claim  of  better  chow  for  less.  Now  a  I 
if  ornia  dog  owner,  worried  about  her  best  frie 
wasting  away,  has  filed  what  could  becom 
class  action  over  lams.  Denying  all  raps,  P 
says  Nutro's  studies  were  improperly  cc 
ducted  in  stressful  kennels,  rather  than 
friendly  family  settings  where  dogs  norms 
eat  more.  — Tim  W.  Fergu: 

It  Takes  One  to  Know  One 

►  Texan  Wayne  Reaud,  one  of  our  High 
Paid  Lawyers  (May  14,  2000)  who  shai 
$3.3  billion  in  fees  from  suing  tobacco  co 
panies,  is  now  defending  Bridgestone/Firest 
against  shoddy-tire  charges.  Says  he: 
would  like  to  believe  that  I  do  have  credit 
ity  with  these  plaintiff  lawyers." 

— Michael  Freedm 

Finally,  Growth  Sectors  in  the  Econom 

►Restitution  and  fines  that  criminals  were  ordered  to  pa) 
but  didn't — have  grown  from  $260  million  in  1985  to  a  hi 
$13  billion,  the  General  Accounting  Office  reports.  Poor  coll 
tion  management  by  courts  and  prosecutors  is  blam 
Meanwhile,  70,000  individuals  (or  their  businesses)  who  1 
year  owed  more  than  $1  billion  in  federal  taxes  neverthel 
received  $1.9  billion  in  Medicare,  Medicaid,  military  reti 
ment  and  Postal  Service  wage  payments.     — Tomas  Kell 

But  Some  Academics  Spend  More 

►As  part  of  an  expected  $178,000  in  federal  grants  from 
National  Science  Foundation,  three  college  economist; 
Princeton's  Yacine  Ait-Sahalia  and  Jonathan  Parker  and  Harvai 
Motohiro  Yogo — just  published  a  study  containing  this  stunn 
conclusion:  The  rich  spend  much  less  on  fancy  goods  wl 
their  stock  portfolios  fall.  — Ira  Carnahan  and  Janet  Novi 


All  in  the  Family 

Drawn  from  recent  proxies,  here  are  some  public- 

EXECUTIVE/COMPANY 

company  execul 
RELATIVE 

ives  bold  enoug 

AMOUNT  PAID 

i  to  do  business  with  their  relatives.  —W.P.B. 

REASON 

Donald  G.  Fisher/Gap 

brother 

$59,000,000 

heads  firm  supervising  Gap  store  construction 

Leonard  Riggio/Barnes  &  Noble 

brother 

16,661,000 

part-owner  of  outfit  furnishing  shipping  service 

Ross  Perot  Jr./'Perot  Systems 

brother-in-law 

1,195,739 

partner  in  law  firm  getting  company  business 

Charles  B.  Wang/Computer  Associates  International 

brother 

865,000 

member  of  law  firm  getting  company  business 

Joseph  R.  Ettore/Ames  Department  Stores 

brother-in-law 

820,000 

principal  in  longtime  company  supplier 

Kenneth  D.  Lay/Enron 

sister 

517,200 

50%-owner  of  travel  agency  getting  Enron  booki 

Donald  J.  Tnimp/Trump  Hotels  &  Casino  Resorts 

brother-in-law 

400,000 

partner  in  law  firm  getting  company  business 

Daniel  P.  Amos/Aflac 

cousin 

202,455 

commissions  for  late  husband's  sales 

Donald  Graham/Washington  Post  Co. 

sister 

146,675 

contract  writer  for  company  publications 

Martha  Stewart/Martha  Stewart  Living  Omnimedia 

son-in-law 

72,000 

partner  in  law  firm  getting  company  business 
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There  are  many  ways  to  feel  successful. 
Knowing  you'll  be  ready  for  retirement  is  one  of  them. 


Even  in  the  best  of  times  it  can 
>e  difficult  to  know  if  you're  on 
rack  to  a  successful  retirement, 
"hat's  why  a  plan  is  so  important. 

When  you  plan  for  retirement 
it  Fidelity  you  not  only  have 
iccess  to  a  wide  array  of  products, 
>ut  also  to  Fidelity  Retirement 
Consultants.  These  specialists 
:an  help  you  evaluate  your 
ituation,  identify  an  income  plan 
>r  asset  allocation  strategy,  and 


Fidelity 

Retirement  Solutions: 

Retirement  Consultants1 
Fidelity  Rollover  Express® 
Retirement  Income  Planning 
Fidelity  FundsManager  Program9 


assist  you  in  putting  it  in  motion. 
They  can  even  help  you  create  a  plan 
that  accounts  for  tax  implications 
and  the  desire  to  leave  a  legacy. 

And,  of  course,  you'll  also  have 
access  to  the  online  tools  that 
help  you  track  and  chart  your  own 
financial  progress. 

If  you  want  to  make  the  most  of 
your  retirement,  call  us.  We  have 
the  service,  tools  and  people  to 
help  you  see  yourself  succeeding. 


1-800-FIDELITY  Fidelity.com/retire 


'Retirement  Consultants  are  associated  with  Strategic  Advisers,  Inc. 2 Fidelity  FundsManager  Program  is  a  service 
of  Strategic  Advisers,  Inc.  Account  minimum  of  $50,000  applies.  Investment  results  may  vary. 
Fidelity  Brokerage  Services,  Member  NYSE,  SIPC 


132836 


Boom!  Just  when  you  thought  that  your  company  s 
information  systems  couldn't  get  any  more  com- 
plicated,  along  comes  the  e-commerce  revolution 
And,  with  it,  an  explosion  of  new  data.  Facts  about 
online  customers  and  their  buying  habits.  About 
suppliers  and  global  supply  chains.  As  the  world 
leader  in  data  warehousing  and  e-Intelligence,  SAS 
transforms  this  data  into  the  knowledge  you  need. 
To  optimize  customer  and  supplier  relationships. 
To  reveal  unseen  opportunities  for  cross-selling 
and  for  enhancing  customer  loyalty.  To  turn  your 
e-commerce  operation  into  an  e-profit  machine. 
For  more  details  on  e-Intelligence  solutions  from 
SAS,  call  1-800-727-0025  or  stop  by  www.sas.com. 


The  Power  to  Know™ 


FOLLOW -THROUGH 


EDJTED  BY  SUSAN  ACL? 


AMERICA'S  400  BEST  BIG  COMPANIES 


COMPANY  OF  THE  YEAR 

CHARLES 
SCHWAB  & 

HANG  TIGHT. 
JOE  SIX-MAttsrw 
THIS  SCRAPPY 
DISCOUNTER  IS 
MOVING  UPTOWN. 


JANUARY  8,  2001 

Trading 
Down 


SINCE  WE  NAMED 
Charles  Schwab  &  Co. 
FORBES'  company  of  the 
year,  the  San  Francisco 
discount-brokerage  pow- 
erhouse has  become  the 
poster  child  for  the  col- 
lapse in  securities  trading. 
In  August  Schwab  stock 
sank  to  a  52- week  low  of  $12,  down  59%  since  our  story.  De- 
spite its  $3  billion  acquisition  last  year  of  blue-blood  money 
manager  U.S.  Trust,  trading  still  accounts  for  40%  of  Schwab's 
revenue.  With  overall  trades  down  32%  in  the  second  quarter 
from  the  previous  year,  Schwab's  stock  has  been  harder  hit 
than  its  traditional  competitors.  Since  January  Schwab  has 
slashed  3,900  people,  or  15%,  from  its  work  force,  and  in  Au- 
gust it  announced  that  deeper  job  cuts  were  imminent.  — S.A. 


OCTOBER  30,  2000 

Old  Habits  Die  Hard 

ARTHROCARE,  THE  MEDICAL-DEVICE  MAKER  WE  PREDICT! 
would  suffer  once  the  SEC  cracked  down  on  an  oft-used 
counting  gimmick,  is  under  pressure.  Under  a  new  SEC  r 
companies  may  not  book  licensing  fees  for  multiyear  contr; 
up  front,  but  instead  must  realize  them  over  time.  Whil 
didn't  break  the  rule,  an  analyst  says  that  ArthroCare's  repor 
$5  million  second-quarter  pretax  earnings  would  be  just  J 
million  without  a  one-time  royalty  payment  the  comp; 
logged.  Banc  of  America  Securities  and  Salomon  Smith  Bar 
also  point  out  that  the  Sunnyvale,  Calif,  outfit's  second-qu 
ter  product  sales  missed  expectations.  Though  ArthroCa 
stock  has  climbed  to  a  recent  $32,  from  $22  when  our  st 
ran,  it  earned  just  14  cents  a  share  and  it's  trading  at  64  til 
earnings.  Some  insiders  are  dumping. — Elizabeth  MacDoh 

JULY  9,  2001 


Starstruck 


FLASHBACKS 


00  YEARS  AGO  IN  FORBES/JULY  23,  1921 

Ford  Isn't  God  Henry  Ford  is  gradually  learning  that  in  him  does  not  repose  all  the  wisdom  of 
the  ages  nor  all  the  power  of  a  Supreme  Being.  With  a  beating  of  drums  that  resounded  throughout  the  whole 
world,  Ford  announced  that  the  cure-all  for  labor  problems  was  a  fat  yearly  bonus.  The  plan  worked  all  right 
while  profits  were  being  rolled  up  by  the  millions  month  after  month,  but  it  has  now  been  abandoned  and 
wages  raised.  It  is  one  thing  to  start  something;  another  thing  to  carry  it  on  successfully. 


45  YEARS  AGO  IN  FORBES/ AUGUST  I,  1956 

PrOSpGrOUS  PiCtU  rG  An  industrial  colossus,  Eastman  Kodak  stands  like  a  mighty  tripod, 
with  one  leg  planted  firmly  in  Rochester,  another  in  Kingsport,  Tenn.  and  a  third  in  Longview,  Texas.  The  most 
startling  fact  about  Eastman  Kodak  today  is  that  barely  28%  (some  $200  million)  of  its  total  volume  of  busi- 
ness is  accounted  for  by  amateur  photographic  products.  Far  more  than  George  Eastman  would  ever  have 
dreamed,  the  two  fastest-growing  segments  of  Kodak's  business  are:  chemicals,  which  rang  up  $49  million 
last  year,  a  32%  rise  since  1954,  and  cellulosics,  now  17%  of  Kodak's  business,  with  $122  million  last  year,  a 
28%  hike  over  1954. 

Eastman  Chemical  Co.  was  spun  off  in  1993.  More  than  half  of  Kodak's  revenues  now  come  from 
products  used  by  consumers. 

25  YEARS  AGO  IN  FORBES/JULY  15, 1976 

The  1970s:  Discos,  Wide  Ties  and  This ...  Here  they  come  down 

Interstate  70  out  of  St.  Louis  on  a  Saturday  morning,  5— 
no,  25— plumber's  vans  in  a  row.  Only  these  have  names 
painted  on  their  sides  like  Devil  May  Care,  Little  Stud  and 
Rocky  Racoon.  Above  the  wheel  flares  and  side  pipes,  be- 
hind the  portholes  where  the  plumber's  sign  used  to  be, 
are  murals— the  Grand  Canyon,  Manhattan  skyline.  In- 
side are  swivel  seats,  rugs,  fridge,  stereo,  citizen  band 
radio— and  Lord  knows  what  going  on.  It's  a  madness 
called  vanmania,  and  it's  sweeping  the  country. 


DESPITE  THE  FACT  THAT  ANDRE  KUDELSK1  HAS  BEEN  KNOCt 
off  FORBES'  international  billionaires  list  by  a  battered  stock  p 
and  a  rising  Swiss  franc,  the  encrypri 
software  mogul  is  fighting  to  dominate 
business.  In  August  he  offered  his  bigj 
customer,  EchoStar,  $1  billion  in  casr 
sweeten  the  Colorado-based  satellite 
provider's  $32  billion  stock  bid  for 
recTV,  EchoStar's  main  competitor  an 
takeover  target  of  Rupert  Murdoch's  N 
Corp.  The  EchoStar  offer,  coupled  with 
technology  slowdown,  has  driven  Ku< 
ski  Group's  stock  price  down  from  ! 
when  our  story  ran  to  a  recent  $50.  Ku< 
ski's  stake  has  plummeted  from  $1.8 
lion  to  $925  million.  — John  Pitn 


JUNE  12, 2000 

Attractive  but  Coy 

A  YEAR  AGO  WE  SAID  THE  BEST  THING  I 
Cooper  Industries  shareholders  would 
a  takeover  offer  from  France's  Schnei 
Electric  SA.  Turns  out  the  Houston  o 
glomerate  had  already  gotten  an  offer  fr 
Craftsman  tools  manufacturer  Dana 
Corp.  in  1999.  Danaher  renewed  its  bi< 
August  to  $7  billion,  more  than  dou 
Cooper's  value  when  we  wrote  about  it 
far  Cooper  has  rejected  Danaher's  of 
and  hired  CS  First  Boston  to  drum  u 
more  attractive  suitor.  — Daniel  Fis 
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y-Bake  Oven 


Breadwinner 


y  thing  standing  between  your  firsl  chocolate  cake  and  your  seat  on  the  board  of  directors  is     K  MaSSMlltual 
half  a  lifetime  of  chance.  Which  is  why  from  investment  strategies  to  annuities  to  insurance,     fiM  financial  group- 
e  in  the  business  of  helping  you  plan  for  virtually  every  financial  contingency  along  the  way. 
>nes  you  wouldn't  think  of  in  a  million,  zillion  years.  You  can't  predict.  You  can  preparer 


irFunds/lnvestments-Retirement  Services/401(k) Plans-Life  Insurance-Disability  Income  Insurance-Long  Term  Care  Insurance-Annuities-Trust  Services-For  our  nearest  oltice,  contact  massmutual.com 

ichusetts  Mutual  Life  Insurance  Co.  (MassMulual),  Springfield,  MA  01111.  Securities  products  and  services  offered  through  MML  Investors  Services,  Inc.,  a  MassMutual  subsidiary,  member  SIPC,  and  OppenheimerFunds 
Distributor,  Inc.  Trust  services  are  offered  through  The  MassMutual  Trust  Company,  FSB.  Easy-Bake*Oven  &  ©2001  Hasbro.  Inc.  Used  with  permission. 


P    ON  MY  MIND  

Dinosaur  Rock 

Talkin'  'bout  my  generation: 
The  music  may  be  here  to  stay,  but  it's 
time  for  the  paunchy  idols  to  go. 


JOHN  STRAUSBAUGH 

EDITOR,  NEW  YORK  PRESS,  AND  AUTHOR,  ROCK  'TIL  YOU 
DROP  (VERSO  BOOKS/WWW.ROCKTILYOUDRORNET) 

Rock  is  youth  music.  It's  the  music  of  youthful  sexuality, 
youthful  rebellion,  youthful  anxieties  and  energies.  Rock 
simply  cannot  be  credibly  played  by  60-year-old  men  with 
triple  chins  and  bad  toupees,  pretending  still  to  be  excited 
about  songs  they  wrote  30  or  40  years  ago  and  have  played 
some  thousands  of  times 
since.  Like  baseball  and  the 
ballet,  it  is  a  young  person's 
game.  It's  not  like  jazz  or 
blues;  those  are  grown-up 
art  forms,  and  many  musi- 
cians only  get  better  at  them 
as  they  age.  Mick  lagger  on 
a  stool  croaking  the  blues  is 
fine;  Mick  butt-shaking  in 
yellow  spandex  is  a  fright. 

And  yet  every  summer 
legions  of  living-dead  rock 
bands  from  the  1960s  and 
1970s  rise  up  from  their 
graves  and  drag  their  decay- 
ing carcasses  across  the 
stages  of  America's  arenas, 
stadiums  and  county  fairs. 
Voodoo  Lounge?  It  can  look 
more  like  a  Zombie  Jam- 
boree out  there.  This  sum- 
mer Ringo  Starr  has  been  shuffling  good-naturedly  through 
his  tour  with  a  band  of  geriatric  "all  stars"  that  includes  Greg 
Lake  of  Emerson,  Lake  &  Palmer  (now,  one  observer  quips, 
looking  and  sounding  more  like  "Emerson,  Lake  Em- 
balmer")  and  the  62-year-old  Ian  Hunter  of  Mott  the 
Hoople,  who  is  still  dining  out,  with  no  apparent  irony,  on 
his  30-year-old  hit  "All  the  Young  Dudes."  The  grizzled  old 
men  of  Yes  played  the  Hollywood  Bowl  with  the  Hollywood 
Bowl  Orchestra.  On  her  summer  tour,  a  barely  ambulatory 
Stevie  Nicks  has  offered  diehard  fans  the  faintest  echo  of 
Fleetwood  Mac's  glory  days.  As  a  clear  concession  to  her 
frailty,  she's  had  the  younger  Sheryl  Crow  along  as  a  crutch. 
Something  calling  itself  "Creedence  Clearwater  Revisited"  hit 
the  road  this  summer.  It's  all  the  other  guys  who  were  in  the 


EDITED  BY  TIM  W.  FERGL 


'Sixty-two -year-old  Ian  Hunter  of  Mott  the  Hoople 
is  still  dining  out,  with  no  apparent  irony, 
on  his  30-year-old  hit,  'All  the  Young  Dudes'" 


band,  but  not  the  Fogerty  brothers. 

This  is  not  rock.  It's  more  like  a  Gettysburg  reenactn 
Some  geezers  have  literally  rocked  till  they  droppei 
July  Lynyrd  Skynyrd's  49-year-old  bassist — one  of  the 
surviving  original  members — was  found  dead  in  his  Flc 
hotel  room.  And  the  1980s  hair-metal  band  Poison  reo 
announced  that  it  had  canceled  the  remainder  of  its  cui 
tour  because  its  bassist  had  undergone  emergency  1 
surgery.  He  followed  in  the  grand  tradition  of  Journey's ! 
Perry,  forced  to  retire  because  of  his  arthritis  in  1 998, 
Eddie  Van  Halen,  who  needed  hip  replacement  surgei 
1999  and  is  currentiy  batding  cancer. 

The  old  rockers  are  not  solely  to  blame.  If  hordes  of 
boomers  are  willing  to  spend  up  to  $250  a  seat  for  a  nc 
gic  evening  out  with  vestiges  of  The  Who,  why  shou 
graybeard  Pete  Townshend  play  "My  Generation"  for  t 
one  more  time?  What's  to  stop  Clear  Channel  Commui 

|  tions,  (which,  since  ac< 
ing  SFX  Entertainment 
year,  has  a  virtual  mono 
of  the  acts,  the  concert 
ues  and  the  radio  pro 
tion  of  big  rock  toui 
America  and  is  now  b 
sued  by  a  competing 
moter  in  Denver  on 
cisely  those  grounds)  1 
repackaging  Jurassic  I 
for  middle-aged  fans  ho 
to  recapture  a  few  m 
moments  of  their  youth 
Still,  age  and  ent 
may  be  taking  hold.  Pol 
the  firm  that  monitors 
cert  attendance,  has  repc 
that  ticket  sales  for  the 
50  acts  were  down  15* 
the  first  six  months  of  1 
Big  names  like  Paul  Sir 
Janet  Jackson,  Stevie  Nicks  and  the  craggy  Rod  Stewart 
all  been  playing  to  rows  of  empty  seats  this  summer.  Ele 
Light  Orchestra  canceled  a  planned  North  American  tou 
cause  of  poor  advance  sales.  Even  the  Rolling  Stones 
have  finally  worn  out  their  welcome.  In  July  their  tour  r 
agers  advised  them  against  plans  for  a  40th  anniversary 
in  2002. 

Some  in  the  music  industry  blame  the  general  e 
omy  for  the  ticket  slump,  others  the  often  ridiculously 
ticket  prices.  But  pop  concert  attendance  has  traditioi 
been  immune  to  slowdowns.  Could  the  real  cause  be 
baby  boomers  are  finally  admitting  that  it's  just  no 
anymore  to  see  their  former  teen  idols  as  self-parod 
senior  citizens? 
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Lotus 


THEY  CAME  HERE  FROM  A  PARALLEL  UNIVERSE.  THEY  NEEDED  SOFTWARE.. .  TO  GO! 

OTUS  for  WIRELESS 

Log  Entry,  Day  25:  Eureka!  We  have  found  Lotus  wireless  software.  With  it,  mobile  knowledge  workers 
can  access  corporate  applications  via  PDA,  cell  phone  or  other  wireless  devices.  This  lets  them  update  critical 
work  in  real  time  -  quite  advanced.  A  most  informative  whitepaper  can  be  found  at  lotus.com/visitwireless 


iiiess  software 


IT'S  A  DIFFERENT  KIND  of  WORLD. 

YOU  NEED  A  DIFFERENT  KIND  of  SOFTWARE. 


We  develop  life-saving  therapeutic  proteins. 


So  that  challenging  situations  h 


Many  people  are  confronted  with  critical  health  situations  in  the  course  of  their  lives. 
In  those  moments,  doctors  need  to  rely  on  therapies  that  significantly  increase  the  chance  for  survival. 
At  Aventis,  one  of  the  world's  leading  pharmaceutical  companies  for  plasma-derived  and  recombinant 
proteins,  we  offer  a  comprehensive  line  of  products  that  make  the  difference  in  life-and-death  situations. 
Our  many  years  of  experience  and  our  network  of  plasma  donation  centers  help  to  ensure  the  effectiveness 
and  safety  of  our  products.  Our  researchers  continue  to  develop  innovative  therapeutic  proteins  for  intensive 
and  emergency  care  -  so  that  more  people  can  survive  life's  critical  situations. 


i 


Aventis,  Strasbourg  (France),  is  listed  on  the  stock  exchanges  in  Paris,  Frankfurt  and  New  York,  www.aventis.com 


I  HP 


Visit  our  website  or  call  1-800-FOR-AUDUormore  information,  'quattro  is  optional  on  1 80  hp  Coupe  and  unavailable  on  180  hp  Roadster.  "Audi,"  "quattro"  and  the  four  rings  emblem  are  registered  trademarks  and  "TT"  is  a  trademark  of  AUDI  AG  ©2001  Audi  of/ 


The  Audi  TT.  Available  with  a  225  hp  engine  with  6-speed  manual  transmission.  Or  a  180  hp  engine  with  5-speed  ma 
transmission,  quattro®  all-wheel  drivel  Valcona  leather  upholstery.  Too  beautiful  to  ignore.  Impossible  to  resist,  www.audiusa 


\CT  AND  COMMENT 

Steve  Forbes,  editor-in-chief 
ith  all  thy  getting  get  understanding" 


GREENSPAN  ET  AL.  STILL  DON'T  GET  IT 


MAYNARD  KEYNES  SUCCINCTLY  SUMMARIZED  HOW 
ilizing  inflation  can  be:  "There  is  no  subtler,  no  surer 
of  overturning  the  existing  basis  of  society  than  to  de- 
the  currency.  The  process  engages  all  the  hidden  forces 
lomic  law  on  the  side  of  destruction,  and  does  it  in  a 
:r  which  not  one  man  in  a  million  is  able  to  diag- 
— The  Economic  Consequences  of  the  Peace  ( 1919). 
)stitute  deflation  for  inflation  and  you'll  begin  to  under- 
vhat's  hitting  us  and  the  world  today.  After  bitter  experi- 
2  are  all  aware  of  the  depredations  of  inflation.  But  we  are 
guard  against  deflation,  whereby  the  intrinsic  value  of 
goes  up» — the  opposite  of  inflation.  Japan  is  a  classic  case; 
ieen  deflating  since  1989.  Nominal  interest  rates  are  close 
,  and  yet  the  economy  stagnates.  It's  suffering  the  eco- 
equivalent  of  dehydration.  "Real"  interest  rates  are  high 
n,  even  though  the  nominal  cost  of  money  is  almost  zilch, 
e  Federal  Reserve  has  cut  interest  rates  yet  again,  but 
;pan  &  Co.  are  making  the  same  mistake  the  Bank  of 
nade:  slicing  interest  rates  while  starving  the  economy  of 
nt  credit.  U.S.  banks  are  cracking  down  on  borrowers  and 
ing  lending  standards.  What  good  is  it  if  steak  is  priced  at 
5  a  pound  but  the  supermarket  won't  sell  it  to  you? 
e  Fed  has  been  deflating  since  1997.  Its  slow-motion, 


pythonesque  squeeze  was  initially  done  inadvertentiy,  but  then, 
about  two  years  ago,  deliberately.  Maestro  Alan  became  con- 
vinced our  economy  was  too  prosperous  and  had  to  be  slowed 
down.  He  slowed  it,  all  right.  Now  he  doesn't  know  how  to  restart 
it.  What's  worse,  the  Fed's  mistake  has  had  global  implications. 
Scores  of  countries  are  tied  to  the  dollar.  Seventy  percent  of  the 
dollars  printed  end  up  being  used  as  transaction  money  overseas. 

Deflation  first  hit  commodities.  Then  it  whacked  equities, 
especially  those  involved  in  new  technologies.  Next,  if  we're 
not  careful,  housing  prices  will  crumble.  No  wonder  exporters 
are  complaining  about  the  greenback  being  "too  strong." 

Optimists  point  out  that  U.S.  money-supply  numbers  look 
robust.  They  are  misreading  the  statistics.  Cash  is  increasingly 
being  hoarded  precisely  because  there  is  a  growing  shortage  of  it 
What  would  happen  if  people  believed  there  was  a  water  short- 
age? They  would  curtail  usage  and  stock  up  on  botded  water. 
Pollyannas  would  proclaim  that  America's  households  have 
never  been  so  liquid  and  conclude  that  there  was  no  problem. 

Not  since  the  1970s  has  there  been  a  global  slowdown.  Japan 
is  careening  into  another  recession.  Western  Europe  is  following 
suit.  South  America  is  writhing  from  IMF-prescribed  poisons. 
But  the  Administration  and  the  Fed  still  haven't  diagnosed  the 
problem.  Until  they  do,  we're  going  to  suffer — unnecessarily. 


A  LOT  OF  SMOKE 


IEADLINE  SAYS  IT  ALL.  DESPITE  THE  PIOUS  PALAVER 
cigarette  prices  being  raised  to  curtail  smoking  and 
•ublic  health  campaigns,  the  tobacco  settlement  was 
g  more  than  an  unlegislated  tax  increase  for  always- 
le-hungry  politicians  and  ever-rapacious  plaintiff 
5.  Only  5%  of  the  dough 
ig  toward  antismoking 
ms.  A  handful  of  states, 
ing  Michigan,  haven't 
i  penny  of  their  cigarette 
ill  to  fight  smoking. 

t  as  disturbing  is  the  fact  that  the  courts  have  allowed  (so 
s  unconstitutional  version  of  tax  farming  to  stand.  In  days 
kings  and  emperors  would  auction  off  tax  collecting  to  so- 


Little  of  Settlement  Money 
Is  Spent  on  Tobacco  Control 


called  tax  farmers.  A  syndicate  would  win  the  contract,  go  out  and 
squeeze  the  peasants  and  remit  a  portion  of  the  proceeds  to  die 
monarch,  pocketing  the  rest.  Under  nationwide  settlements 
tobacco  companies  must  cough  up  $246  billion  over  25  years. 
That  money,  which  comes  from  more  than  doubling  the  price  of 

cigarettes,  goes  to  the  politicians. 
Billions  more  will  go  to  our  new 
tax  farmers,  the  trial  lawyers. 

Despite  all  the  wailing  about 
the  evils  of  smoking,  the  last 
thing  these  politicos  and  vul- 
ture-like lawyers  want  is  for  everyone  to  stop  smoking.  The  par- 
simonious portion  of  the  proceeds  actually  going  to  antismok- 
ing campaigns  graphically  underscores  their  cynical  intent. 


-New  York  Times 


OUT  OF  FOCUS 


DVERNMENT  TYPES  LOVE  TO  WAIL  ABOUT  BUSINESS 
But  private-sector  pirating  is  no  match  for  the  pick- 
ing propensities  of  politicos.  Case  in  point:  photo  radar 


traps,  specifically,  cameras  affixed  to  traffic  lights.  Ostensibly 
designed  to  gather  traffic-flow  information  and  to  enhance 
safety  by  catching  motorists  who  speed  or  run  red  lights,  these 
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cameras  are  nothing  more  than  what  Representative  Dick 
Armey  (R-Tex.)  rightly  calls  "Orwell's  cash  machine." 

Cities  and  towns  love  these  devices.  They  don't  need  high- 
way patrols  or  officers  sitting  on  the  sides  of  roads  with  radar 
guns.  The  cameras  do  all  the  work,  and  computers  spit  out 
the  summonses.  Most  jurisdictions  don't  charge  points  to 
one's  license  for  such  violations,  so  most  car  owners  just  pay 
up,  even  if  they  weren't  the  ones  driving  the  vehicles.  No  won- 
der localities  have  been  sharply  raising  fines  for  such  offenses. 

Don't  be  deceived  by  claims  that  cameras  at 
red  lights  provide  valuable  information  on  traf- 
fic patterns.  They  are  a  high-tech  version  of  the 
traditional  speed  trap.  In  Washington,  D.C.,  for 
instance,  one  notorious  camera  nailed  20,000 
drivers  in  eight  months.  How?  A  flashing  yellow 
light  would  suddenly  turn  red — and  zap!  the 
camera  got  you.  The  city  even  mailed  out  tickets 
to  ambulances.  Eventually  it  acknowledged  this 
wasn't  cricket  and  shut  down  the  offending  trap 
but,  naturally,  didn't  refund  the  victims'  fines. 

Irate  citizens  finally  forced  San  Diego  to  dis- 
mantle its  traps  after  a  lawsuit  revealed  that  cam- 
eras were  placed  at  intersections  solely  to  gener- 


Traffic-light  camera.  Imagine 
being  photographed  all  day. 


ate  revenue.  A  California  state  court  then  ruled  that  film  f 
those  cameras  could  not  be  admitted  as  evidence  because 
contractor  operating  them  was  paid  a  bounty  for  each  citati 
These  ambushes-by-camera  are  also  unsafe.  Several  San  D 
intersections  with  cameras  had  increases  in  rear-end  acciden 
motorists  slammed  on  their  brakes  to  avoid  getting  ticketed 
search  demonstrates  that  red  light  problems  at  intersections 
be  corrected  simply  by  extending  the  duration  of  the  yellow 
a  second  or  two.  Unless  citizens  raise  a  ruckus,  local  jurisdict 
are  loath  to  apply  such  an  easy  fix  becau 
would  deprive  them  of  so  much  money. 

The  National  Park  Service  got  into  thi 
last  year  by  installing  cameras  on  roa< 
controls  in  Virginia.  These  greedy  bun 
crats  are  salivating  at  the  prospect  of  put 
radar  cameras  along  the  5,000  miles  of 
park  roads  and  pocketing  the  proceeds  f 
unsuspecting  motorists.  Interior  Secre 
Gale  Norton  should  tell  the  Park  Servic 
shutter  this  photo-radar  program,  which 
begun  under  her  predecessor.  It's  a  fine 
when  government  endangers  motor 
safety  so  it  can  fleece  citizens  even  more. 


SNUFF  OUT  THIS  SNOOPING 


NOT  ONLY  THOSE  WHO  DRIVE  ARE  AT  RISK.  IN  TAMPA,  FLA., 
authorities  have  mounted  a  number  of  cameras  in  the  city's  en- 
tertainment district  Photos  are  matched  to  images  in  a  computer 
database  to  see  if  any  of  those  pictured  are  on  the  lam.  The  city 
did  the  same  thing  on  a  grander  scale  at  this  year's  Super  Bowl. 

A  growing  number  of  restaurants  are  getting  into  the  cam- 
era business,  too.  These  prying  eyes  are  purportedly  there  to 
help  proprietors  keep  track  of  how  well  their  servers  are  doing 
and  the  pace  of  your  eating.  That  way,  owners  say,  they  can 
serve  you  better.  Sounds  like  Big  Brother,  gourmet  version. 

The  clarity  on  many  of  these  camera  systems  is  such  that 
restaurateurs  can  zoom  in  on  patrons  and,  if  they  so  desire, 


literally  read  their  customers'  lips.  Imagine  having  to  b< 
your  guard  about  what  you  say — or  do — every  time  yoi 
out.  At  one  notable  Las  Vegas  restaurant,  cooks  chucl 
while  they  watched  a  celebrity  making  advances  to  a  dati 
Authorities  should  not  be  allowed  to  make  radar  ph 
like  Tampa  is  doing  unless  they  have  obtained  a  warrar 
search  for  a  specific  individual.  Congress  and  the  co 
should  be  clear:  No  more  photographic  fishing  expediti 
Restaurants  that  use  cameras  should  be  fingered  and  1 
cotted.  And  local  officials  who  don't  shutter  the  traffic-! 
speed-monitoring  cameras  should  be  tossed  out  of  offic 
their  ears. 


P.I/S  PARLOUS  PRACTICE 


"F' Is  for  Peril— by  Sue  Grafton  (G.R  Putnam's  Sons,  $26.95).  An- 
other Sue  Grafton  alphabet  mystery  featuring  heroine  P.I.  Kinsey 
Millhone.  The  ex- wife  of  a  prominent  physician 
retains  Kinsey  to  find  out  what  has  happened  to 
her  missing,  onetime  mate.  Medicare  fraud,  hid- 
den agendas  galore,  intriguingly  flawed  characters 
and  more  than  a  whiff  of  violence  make  this  mys- 
tery a  fast-paced  summer  read.  Grafton  fans  will 
see  this,  the  16th  in  the  series,  as  proof  positive  that 
she  is  getting  stronger  as  a  writer  and  that  "P" 
stands  for  her  most  Perfect  Production  yet. 
Excerpt  Pacific  Meadows,  the  nursing  home  that 
Dow  Purcell  managed,  touted  24-hour  RN  care  and 


on-site  chapel  and  pastoral  services,  which  were  hound  to  con 
handy.  To  my  right,  aluminum  walkers  were  bunched  togethe, 
grocery  carts  outside  a  supermarket.  The  day's  n 
was  posted  on  the  wall,  behind  glass,  like  a  pair 
on  exhibit.  Saturday  lunch  consisted  of  a  gro 
chicken  patty,  creamed  corn,  lettuce,  tomato,  fruit 
and  an  oatmeal  cookie.  In  my  world,  the  lettuce 
tomato  might  appear  as  a  restaurant  garnish,  a  c 
rative  element  to  be  ignored  by  the  diner,  left  be 
on  the  plate  to  be  thrown  in  the  trash.  Here,  the  lei 
and  tomato  were  given  equal  billing,  as  though  pc 
a  lavish  nutritional  feast.  I  thought  about  fries  a 
QP  with  Cheese  and  nearly  fled  the  premises. 
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RAYMOND  WEIL 

GENEVE 


■VI  ■ 


C^Jarslfal 


MAYORS" 

True  luxury  is  inside" 

800.4MAYORS 


www.raymondweil.com 


WHICH  WILL  PUT  YOU  TO  SLEEP  FASTER, 
SITTING  IN  IT  OR  READING  ABOUT  IT? 


ffers  over  six  feet  of  sleeping  space  with  an  infinite 


unlike  most  seats  its  features  adapt  to  you, 


ease  your  back,  a  headrest  that  adjusts  every  which  way,  and  a  ve 


for  taller  passengers.  The  ergonomic  design  m 


ng  and  turning,  and  more  sleeping.  So  put  on  your  compliments 


en  slip  into  something  even  more  comfortable,  our  new  Upper  Class  seat.  Wit 


els  of  TV  shows,  movie 


Business  Class  to  London 

1-800-862-8621 
virgin.com 


virgin  atlantic  jtfjfij 


OTHER  COMMENTS 


The  very  spring  and  root  of  honesty  and  virtue  lie  in  good  education. 

—PLUTARCH 


Camera  Shy  The  black  cop  car  was  cleverly  hidden  along- 
side a  fence  in  the  night,  its  position  given  away  by  occasional 
bursts  of  strobe  lights  from  a  "speed  camera"  mounted  inside.  I 
saw  motorists  who  were  driving  barely  above  the  speed  limit 
being  photographed.  At  some  point,  they  could  receive  notice  of 
an  alleged  infraction  which  will  be  all  but  impossible  to  refute. 
Have  we  really  become  such  bad  people  that  these  kinds  of  un- 
derhanded law  enforcement  tactics  are  necessary?  Either  Amer- 
ica really  is  the  land  of  the  free  and  the  home  of  the  brave  or 
we're  just  a  bunch  of  cowards,  hiding  cops  in  bushes  with  cam- 
eras. By  the  way,  I  knew  where  the  cop  was  because  someone  had 
posted  the  location  on  the  Internet.  Approaching  the  area,  I  fell 
to  the  rear  of  a  cluster  of  cars.  By  driving  precisely  at  the  speed 
limit — a  snail's  pace  that  made  me  the  most  dangerous  motorist 
on  the  road  at  the  time — I  avoided  the  stealthy  police  surveil- 
lance that  picked  off  the  drivers  ahead  of  me.  Or  so  I  think. 

— COURTLAND  MILLOY, 
Washington  Post 

Wrong  Way  Inflation  is  caused  by  a  decline  in  currency 
value  when  too  much  money  chases  too  few  goods,  not  when 
more  people  work  and  invest.  If  rising  inflation  were  the  case  last 
year,  especially  in  the  second  half  when  the  Fed  fiddled  and  the 
economy  burned,  a  collapsing  dollar,  rising  gold  prices,  and  spik- 
ing market  interest  rates  would  have  shouted  inflation  from  the 
rooftops.  But  commodities  and  Treasury  yields  were  falling,  not 
rising.  So  was  the  economy.  Had  the  Fed  used  a  market-price 


&r0 


rule,  they  would  not  have  fine-tuned  the  economy  into  recej 
And  as  far  as  correcting  economic  imbalances  and  stock- m 
overvaluations  if  and  when  they  occur,  markets,  not  mon 
planners,  do  a  better  job.  History  proves  time  and  again  tha 
quent  Fed  tinkering  detracts  from  economic  stability.  It's  ba 
that  after  nearly  14  years  on  the  job,  the  allegedly  free-m 
Alan  Greenspan  has  not  yet  undertaken  this  important  reft 

— LAWRENCE  KUD 
National  Review  O 

Addicted  Only  5%  of  [the  $246  billion  tobacco]  settle: 
has  been  used  on  anti-tobacco  efforts.  If  cigarette  sales  de 
states  get  less  money.  That's  fine  if  states  are  using  the  mon< 
tobacco-control  efforts.  As  smoking  declines,  the  need  for 
tobacco  efforts  will  also  decline.  But  if  the  money  is  being 
simply  to  balance  budgets,  a  state  is  motivated  to  keep  cig; 
sales  high.  States  get  hooked  on  the  tobacco  money  just  as  si 
ers  get  hooked  on  cigarettes.  Now  is  the  time  to  kick  the  he 

—Charleston  (W.Va.)  Gc 


"Before  I  read  about  my  summer  vacation,  I'd  like  to  ask 
that  all  pagers,  beepers,  and  cell  phones  be  turned  off." 


Death  Watch  They  stood  in  clusters  under  the 
shelter  of  their  umbrellas,  conversing  in  subdued  and 
mentary  bursts  while  the  rain  pattered  on.  Word  had  af. 
ently  spread  that  the  doctor's  car  had  been  found.  U 
ordinary  circumstances,  they  probably  didn't  have  n 
occasion  to  meet.  None  of  the  houses  up  here  was  built 
together  and  with  many  residents  holding  day  jobs,  my  j 
was  their  paths  seldom  crossed.  A  rag-tag  crew,  they  lo 
like  they'd  pulled  on  their  coats  and  their  rain  boots  in  \ 
They  waited  with  patience,  their  vigil  ritualistic,  a  commi 
of  the  concerned  conferring  at  this  unprecedented  gathe 
— "P"  Is  for  Peril,  by  SUE  GRAI 

Small  Talk  My  wife  and  I  are  guilty  of  using  verbal  s 
hand.  The  other  evening  I  asked  her  if  she  would  please  han 
the  thing.  She  knew  immediately  that  I  wanted  the  TV  rer 
When  she  proffered  a  box  of  assorted  chocolates  and  a 
which  I  preferred,  I  said,  "The  one  in  the  corner."  I  got  the 
wanted.  I  didn't  have  to  say,  "the  chocolate,  nougat  and  cars 
covered  macadamia  nut  cluster."  She  knew.  And  so  it : 
Somehow  we  manage  to  subsist  on  this  sparse  diet  of  w 
Tonight,  after  the  dinner  dishes  had  been  washed,  dried  an< 
in  the  cabinets,  she  asked  sweetly  if  I  would  carry  out  the  gar 
I  was  a  bit  taken  aback.  The  first  noun  today,  and  it's  garbaj 
— GEORGE  BEISWINGER,  Smithsoniat 
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They  both  took  care  of 

business. 

Took  care  of  their 

families. 


So  why  will  one 

leave  his  family  with  every 

advantage, 


while  the  other  leaves 


everything  to  chance? 

Mi 


The  difference  is  an  estate  plan  that  will  leave 
more  of  your  assets  where  you  want  them  to  go. 
Northwestern  Mutual  Financial  Representatives 
offer  expert  guidance  in  estate  planning,  as  well 
as  a  network  of  specialists  to  help  get  you  closer  to 
all  your  financial  goals. 


W  Northwestern  Mutual 

FINANCIAL  NETWORK™ 


Are  you  there  yet? 


The  Northwestern  Mutual  Life  Insurance  Co.,  Milwaukee,  Wl 


www.  nmfn.com 


GETS  how  to  combat  competitors  you  can't  yet  see. 

GOT  IT  DONE  for  TXU,  a  Fortune  100  energy  company, 

by  creating  new  strategies  to  counteract  the  threat 

of  deregulation  and  the  influx  of  unexpected  competitors. 

KOUSTUV  GHOSH AL,  IBM  Business  Consultant 


THE  WORLD  HAS  CHANGE 

The  clear  line  between  business  strategy  and  technology 
strategy  is  gone.  So  is  the  notion  that  technology 
implementation  follows  leisurely  behind  business  strategy. 

The  best  businesses  in  the  world  today  treat  technology 
advantage  as  an  ongoing  business  strategy.  They  expect  to 
execute,  upgrade  and  innovate  constantly. 

And  they  find  great  people. 


/I  Business  Consultants.  Ask  for  strategy  at  (800)  IBM-7080. 


PEOPLE  WHO  GET  IT.  PEOPLE  WHO  GET  IT  DONE. 

ibm.com/services/strategy 
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OMMENTARY 


Events  at  Home  and  Abroad 

Ernesto  Zedillo,  former  president  of  Mexico 


FINANCING  FOR  DEVELOPMENT 


JGHOUT  ITS  EXISTENCE  THE  UNITED  NATIONS  HAS  PER- 
y  addressed  the  development  problems  of  the  world's 
/anced  countries.  But  for  too  long  most  U.N.  proposals 
irt  of  dealing  with  how  to  pay  for  implementation.  The 
/lillennium  Summit  of  September  2000  brought  to- 
the  largest  number  ever  of  heads  of  state  and  govern- 
[t  established  precise  development  goals  to  be  achieved 
5  and  urged  the  U.N.  to  put  the  task  of  mobilizing  the 
Lai  resources  needed  to  achieve  those  goals  and  to  fi- 
he  development  process  of  poor  countries  at  the  center 
iscussions.  To  that  end,  a  number  of  activities  are  being 
aken  at  the  U.N.,  chief  among  them  the  organization  of 
xnational  conference  focused  exclusively  on  financing 
elopment,  which  will  be  held  in  March  in  Mexico. 
J.  Secretary-General  Kofi  Annan  decided  that,  in  addition, 
independent  opinions  on  some  of  the  relevant  issues 
enrich  the  ongoing  U.N.  debate.  He  appointed  a  panel  of 
pie  of  various  nationalities  and  diverse  backgrounds  to 
:e  a  report  on  the  financing-for-development  problem. 
I  the  panel  were  Robert  Rubin,  former  U.S.  treasury  secre- 
cques  Delors,  former  president  of  the  European  Com- 
1;  Manmohan  Singh,  India's  former  minister  of  finance; 
asayoshi  Son,  president  and  CEO  of  Softbank  Corp.  I 
I  the  panel  and  in  this  capacity  recently  delivered  its  report. 

iry  Responsibility  Lies  Within 

ne  thought  our  panel  would  come  forward  with  a  magic 
a  avoiding  the  great  effort  and  pain  of  achieving  suc- 
development,  he  was  disappointed.  Above  all,  we  em- 
?d  that  the  primary  responsibility  for  achieving  eco- 
growth  and  equitable  development  lies  with  the 
ping  country  itself.  It  must  have  a  democratic  form  of 
ance,  founded  on  the  rule  of  law.  Such  a  system  provides 
to  combat  corruption  and  protect  property  rights.  Giv- 
)ple  the  freedom  to  generate  capital  to  save  and  invest 
rtively  is  essential  to  development.  Therefore,  the  main 
ral  weakness  to  overcome  is  a  low  domestic  savings  rate, 
economic  discipline,  in  general,  and  rigorous  fiscal  disci- 
n  particular,  are  required  at  all  times.  Public  investments 
:ation,  health,  nutrition  and  basic  infrastructure  are  nec- 
to  empower  the  poor  to  integrate  into  the  market  econ- 
f  a  developing  country  is  to  carry  out  these  programs 


with  sufficient  and  noninflationary  financing,  it  must  broaden 
its  tax  base  and  encourage  domestic  savings.  It  also  needs  to 
build  financial  systems  that  provide  credit  efficiently  in  a 
framework  that  progressively  incorporates  global  standards  for 
regulation,  supervision,  bankruptcy  and  corporate  governance. 

Help  Makes  Sense 

Helping  to  alleviate  poverty  and  foster  economic  growth  else- 
where is  in  the  industrial  countries'  best  interests.  In  the  global 
village  someone  else's  poverty  soon  becomes  one's  own  prob- 
lems: lack  of  markets  for  one's  products,  illegal  immigration, 
pollution,  contagious  disease,  political  instability,  fanaticism,  ter- 
rorism. Industrial  countries  should  facilitate  investment  in  de- 
veloping countries.  They  have  a  fundamental  responsibility  to 
persistently  pursue  macroeconomic  policies  conducive  to  sus- 
tained growth  of  the  international  economy.  And  they  should 
open  their  markets  more  decisively  to  developing  countries.  We 
therefore  have  endorsed  launching  a  new  round  of  trade  liber- 
alization at  November's  World  Trade  Organization  meeting. 

Even  if  developing  countries  make  great  strides  in  domestic 
policy  reform,  in  attracting  foreign  investment  and  in  liberalizing 
trade,  richer  countries  need  to  provide  more  resources  for  inter- 
national development  cooperation.  These  resources  are  required 
to  fill  the  huge  gaps  in  financing  for  development  in  the  poorest 
countries,  coping  with  humanitarian  crises  and  paying  for  global 
public  goods — those  for  which  no  individual  country  has  an  in- 
centive to  pay,  thereby  requiring  collective  action.  In  1969  the 
Pearson  Commission  recommended  that  donor  countries  give 
0.7%  of  their  gross  national  product  in  official  development  as- 
sistance (ODA).  The  total  gap  in  international  development  co- 
operation is  close  to  $100  billion  a  year,  precisely  the  amount 
that  would  be  available  if  the  appropriate  ODA,  according  to  the 
0.7%  target,  were  met.  The  challenge  is  to  persuade  the  politi- 
cians and  citizens  of  industrial  countries  that  aid  expenditures  to 
build  a  more  secure  world  are  a  vital  investment — and  certainly 
less  onerous  and  more  efficacious  than  military  expenditures. 

Finally,  our  report  stressed  that  today's  challenges  of 
global  interdependence  cannot  be  adequately  handled  by  an 
international  system  that  was  largely  designed  for  the  world 
of  50  years  ago.  Thus  we  advanced  some  ideas  to  improve  on 
present  global  economic  and  social  governance,  which  I  will 
discuss  in  a  future  Commentary.  F 


iY\fVw*C  I  Ernesto  Zedillo,  former  president  of  Mexico;  Lee  Kuan  Yew,  senior  minister  of  Singapore;  and  Paul  Johnson,  eminent  British  historian  and 
K^MH^Tom  author;  in  addition  to  Forbes  Chairman  Caspar  W.  Weinberger,  are  now  periodically  writing  this  column.  To  see  past  Commentary  columns. 
Web  site  afwww.forbes.com/commentary. 
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STEALTH  VISIONARY 


Since  1993  Lou  Gerstner  has  led  IBM 
with  a  clear  vision,  despite  denials. 


ARS  AGO  THE  WOUNDED  GIANT  IBM  ROLLED  OVER  AND 
irly  aspirated  its  own  vomit.  What  a  collapse  that  was! 
rs  earlier  IBM  had  been  the  planet's  heavyweight  champ 
et  cap.  It  had  400,000  spit-shined  employees.  Those  were 
lays  for  men's  haberdasheries  around  Westchester 
N.Y.,  vending  all  those  millions  of  blue  suits,  white  shirts 
mental  ties.  Speaking  of  clothes,  the  U.S.  Department  of 
rept  all  over  IBM  like  a  cheap  pair  of  boxers.  In  this  case, 
?rnment  lawyers  had  cause  to  creep.  One  of  IBM's  less 
practices  in  those  days  was  a  sales 
ae  called  "FUD"  (fear,  uncertainty 
lbt).  IBM  used  it  with  thuggish  de- 
lenever  it  felt  like  stopping  a  CIO 
lying  a  color  other  than  blue.  IBM 
>ut  on  a  sly  Jack  Nicholson  grin  and 
:hese  CIOs:  "Boys,  nobody  gets 
r  buying  IBM."  Wink,  wink.  The 
idn't  stand  a  chance, 
to  imagine  Microsoft  running  out 
in  2006.  You  can't.  That's  the  point. 
r  saw  IBM's  quick  demise,  either, 
sn  IBM's  board  tapped  Lou 
r  for  CEO  in  early  1993,  investors  ex- 
quick  breakup.  It  fit  the  new  chiefs  history.  Gerstner  had 
:hoppers  at  McKinsey  and  RJR  Nabisco.  With  his  back- 
in  consulting  and  finance — all  brains  and  no  soul,  ap- 
'■ — Gerstner  looked  like  a  bad  bet  to  stick  around  for  long, 
ned  to  have  "pump-and-dump"  written  all  over  him. 
public  utterance  as  IBM  chief  hardened  the  hired-gun 
ie  said:  "The  last  thing  IBM  needs  right  now  is  a  vision, 
a  kick  in  the  gonads,  and  I'm  just  the  tyrant  to  do  it." 
tally,  Gerstner  uttered  only  the  first  sentence.  I  made 
second.  Still,  that's  what  everyone,  including  IBM's 
lipped  shareholders,  imagined  Gerstner  had  really 
>y  his  no-vision  statement. 

I,  during  his  nine  years  at  IBM  Gerstner  has  not  disap- 
his  shareholders.  IBM  is  up  fivefold  in  nine  years.  The 
iring  the  same  period  has  merely  tripled.  But  where 
r  faked  out  everybody  is  on  the  vision  thing.  He  lied  to 
I  has  had  a  vision  all  these  years.  For  example: 
93,  Gerstner's  first  year,  IBM  fetched  1 ,087  patents, 
hest  number  in  the  country.  This  was  the  first  time 
>85  that  an  American  company  led  the  list, 
same  year  IBM  announced  that  blue-laser  technology 
jad  and  write  data  at  a  rate  five  times  higher  than  the 
1-laser-based  rewritable  optical-disk  drives  of  the  day. 


Not  a  bad  first  year.  In  subsequent  years  Gerstner's  IBM 
piled  on  the  vision  it  wasn't  supposed  to  possess.  Big  Blue: 

•  Released  the  first  wave  of  speech-recognition  software  for 
personal  computers  in  the  form  of  the  IBM  Personal  Dicta- 
tion System,  later  renamed  VoiceType  Dictation.  Couch  po- 
tatoes in  2004  will  be  able  to  yell  "Pepperoni!"  at  their  TVs 
and  10  minutes  later  answer  a  knock  from  Domino's. 

•  Developed  new  optical-disk  storage  technology,  which 
stacks  two  or  more  recording  surfaces  on  top  of  each  other. 

•  Invented  an  optical  microscope  with 
greater  magnification  than  had  yet  been 
known.  This  let  researchers  see  objects  as 
small  as  1  nanometer  in  size — about  five 
times  larger  than  a  single  atom. 

•  Built  the  world's  fastest  supercomputer, 
capable  of  performing  12  trillion  calcula- 
tions per  second  (12  teraflops),  to  simu- 
late nuclear  explosions.  Reduced  the  need 
to  make  Nevada  disappear. 

•  Delivered  the  world's  first  copper- 
wired  microprocessors,  generally  boost- 
ing chip  performance  by  a  third. 

•  Discovered  a  process  called  the  "quan- 
tum mirage"  effect.  It  uses  quantum  waves  to  transfer  infor- 
mation from  one  part  of  a  nanoprocessor  to  another  without 
relying  on  any  physical  connection.  Rumored  to  be  beta- 
tested  by  Shirley  MacLaine  and  Cleopatra. 

•  Made  a  mainframe  act  like  a  Linux  computer  cluster. 

•  Discovered  how  to  control  nanoparticles,  a  new  class  of 
magnetic  materials  made  of  iron  and  platinum.  These  parti- 
cles boost  storage  densities  to  as  high  as  150  gigabits  per 
square  inch  from  the  current  standard  of  35  gigabits  per 
square  inch. 

•  Built  the  first  array  of  carbon  nanotube  transistors,  which 
could  replace  silicon  chips  in  ten  years. 

•  Announces  "grid  computing"  initiative,  which  lets  your 
ThinkPad  tap  the  combined  supercomputing  power  of  all 
the  machines  attached  to  the  Net. 

•  Invented  "flubber,"  enabling  short,  bald  accountants  from 
Danbury,  Conn,  to  form  a  new  NBA  franchise  and  wrest  the 
championship  from  the  L.A.  Lakers  in  six  games. 

Gosh,  I've  lied  to  you  again — on  that  last  one.  But  my 
hero  is  Lou  Gerstner,  who  fibbed  to  us  about  the  vision 
thing.  Look  how  well  it's  turned  out.  F 


Forbes 


To  see  past  Digital  Rules  columns,  visit  our  Web  site  at 
www.forbes.com/karlgaard. 
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media  Michael  Armstrong  fell  asleep  with  the  clicker  in 
his  hand  once  again.  Now  John  Malone  has  him  ... 

Seeing  Starz 


JATHAN  FAHEY 

T&T  CHAIRMAN  C.  MICHAEL 
Armstrong  has  always  come 
across  as  a  man  with  a  vision — 
^selling  voice,  video  and  data 
over  a  fat  telecom  pipe.  Leave  it 
1  Malone  to  teach  him  that  ig- 
the  details  can  blur  even  the 
st  of  visions. 

i  telling  case  that  symbolizes  his 
problems,  Armstrong's  cable 
KT&.7  Broadband,  must  pay  about 
jllion  a  year  for  21  more  years  to 
he  number-three  cable  movie 


channel,  Starz,  and  its  suite  of  13  chan- 
nels. The  group,  Starz  Encore,  is  con- 
trolled by  Malone's  Liberty  Media. 

The  fee  comes  to  as  much  as  twice 
what  other  cable  firms  pay  per  Starz  sub- 
scriber. While  most  pay-TV  deals  are 
based  on  the  number  of  subscribers  who 
sign  up,  AT&T  pays  Starz  according  to  the 
number  of  subscribers  who  are  offered 
the  service.  More  troubling,  AT&T  Broad- 
band must  cover  two-thirds  of  any  cost 
overruns  beyond  what  Starz  originally 


projected  it  would  cost  to  buy  movies. 

AT&T  could  have  gotten  out  of  this 
contract  on  at  least  two  occasions,  and 
could  also  have  installed  an  executive 
on  the  Starz  board  with  veto  power 
over  the  nuttier  studio  contracts.  But 
AT&T  either  didn't  know  it  had  the 
right  or  didn't  bother  to  exercise  it. 
Other  sources  familiar  with  the  situa- 
tion say  that  such  a  seat  never  existed. 

Now  Armstrong  and  Malone  are  in 
court.  Armstrong,  questioning  the  con- 
tract's validity,  is  refusing  to  pay  a  $44 
million  tab  for  2001  overruns.  Starz  sued 
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Numbers 


John  Malone  is  using  AT&T  to  help  buy 
Top  movies  for  his  Starz  Encore  movie 
network,  the  biggest  in  cable. 

Annual  amount  AT&T  pays 
per  Starz  subscriber. 

Annual  amount  other  cable 
operators  pay. 

Expected  movie 
acquisition  costs,  2001-06. 

Sources:  SEC  filings;  Morgan  Stanley  Dean  Witter. 

for  the  money  on  July  10,  the  day  Mal- 
one resigned  from  the  AT&T  board.  Lib- 
erty Media,  under  Malone's  control, 
broke  free  from  AT&T  a  month  later. 

Over  the  25-year  deal,  AT&T  could 
be  on  the  hook  for  more  than  $  1  billion 
in  cost  overruns.  "There's  no  cap  to  it. 
That's  why  we're  so  concerned,"  an 
AT&T  spokesman  says. 

A  $44  million  hit  won't  break  AT&T, 
but  it  can  make  AT&T  Broadband's  al- 
ready-weak profits  look  worse.  In  the 
second  quarter  it  posted  an  operating 
margin  of  23%  (earnings  before  interest, 
taxes  and  depreciation),  up  from  a  mis- 
erable 16%  in  the  first  quarter.  Comcast, 
which  has  launched  a  hostile  bid  for 
AT&T  Broadband,  has  a  43%  margin. 

"[Armstrong]  is  a  guy  who's  des- 
perate. He  is  trying  to  justify  extremely 
poor  operating  results  with  a  red  her- 
ring," says  Leo  J.  Hindery  Jr.,  the  for- 
mer chief  executive  of  TCI  and,  later, 
AT&T  Broadband. 

The  roots  of  the  dispute  go  back  to  a 
1997  deal  brokered  by  Hindery.  TCI 
needed  cash,  so  it  sold  80%  of  Starz  En- 
core to  Liberty  Media  for  $380  million. 
Malone  then  struck  that  sweetheart  deal, 
giving  Starz  the  capital  it  needed  to  buy 
first -run  movies  to  compete  with  HBO 
and  Showtime.  TCI  was  saddled  with 
much  of  the  financial  risk.  At  the  time 
Malone  controlled  both  TCI  and  Liberty, 
but  he  was  betting  more  of  his  own  dol- 
lars on  Liberty. 

AT&T  had  more  than  one  opportu- 
nity to  rewrite  the  Starz  contract.  The 
first  was  in  June  1998,  when  it  an- 
nounced plans  to  merge  with  TCI.  It 
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could  have  said  to  Malone:  We're  not 
buying  unless  you  tear  up  that  Starz 
contract. 

Starz  soon  went  on  to  cut  some  of 
the  richest  deals  in  Hollywood  history. 
In  August  1999  it  agreed  to  pay  Disney 
an  estimated  $800  million  for  cable 
rights  to  160  films.  In  February  2000  it 
agreed  to  pay  Sony  Pictures  about  $1 
billion  between  2005  and  2011  for  an 
expected  200  films.  (The  final  price  de- 
pends on  box  office  performance.)  Re- 
markably, in  June  2000  Armstrong  ex- 
panded the  Starz  contract  to  include 


MediaOne's  subscribers  when  it  bo 
MediaOne. 

Richard  Bilotti  of  Morgan  Sta 
Dean  Witter  estimates  annual  5 
movie  acquisition  costs  will  more 
double,  to  $730  million,  by  2006, 
total  of  $3.5  billion  over  the  nex 
years.  Both  AT&T  and  Starz  refuse  t 
timate  how  much  of  this  couli 
AT&T's  responsibility. 

Malone,  always  willing  to  cut  a 
will  likely  strike  a  compromise 
Armstrong.  What  will  Armstrong 
to  give  away  this  time? 


Party  Central 

gambling!  Peter  Morton 
has  had  the  hip  crowd  to  him- 
self in  Las  Vegas.  Until  now. 


w; 


BY  DOROTHY  P0MERANTZ 

[HEN  THE  NEWS  BROKE  RE- 
cently  that  movie  star  Ben  Af- 
fleck was  checking  himself 
into  a  rehab  clinic  to  dry  out,  it  was 
more  notable  for  where  he  downed 
some  of  his  last  drinks:  the  Hard  Rock 
Hotel  &  Casino  in  Las  Vegas. 

You  can't  buy  publicity  like  that. 
Ever  since  restaurateur  Peter  Mor- 
ton, 52,  opened  the  670-room  Hard 
Rock  in  1995,  he  has  made  it  the  place 
to  see — and  be  seen.  With  his  rock  'n' 


Motley  crew: 
Morton  and 
Tommy  Lee. 


roll  memorabilia  and  "live  bi 
cam,"  Morton  made  Vegas  hip  aj 
despite  his  location  a  mile  away  f 
the  action  on  the  Strip. 

"Our  customers  are  all  al 
cool,"  says  Hard  Rock  Chief  Finai 
Officer  James  Bowen.  "Party  Cent 
adds  Morton.  Bear  Stearns  exp 
revenue  of  $122  million  this  year. 

Until  now  Morton  had  the  yo 
ster  gambling  market  to  himself 
more.  Kirk  Kerkorian's  MGM  Mi 
for  instance,  is  planning  a  casino  oi 
Strip  aimed  at  25-  to  35-year-olds 
While  that  project  won't  b 
ground  until  at  least  2004,  a  more 
mediate  threat  comes  from  A 
querque's  Maloof  clan.  Like  Moi 
who  comes  from  the  entreprene 
family  that  started  the  Mort 
steakhouse  chain,  the  Maloofs 
known  for  their  beer  and  booze  d: 
bution  empire,  as  well  as  for  t 
sports  teams,  including  basketh 
Sacramento  Kings.  In  Vegas,  Ge 
Maloof  built  and  ran  the  Fi 
Casino  Hotel  until  selling  in  Jan 
to  Station  Casinos  for  $185  mil)i< 
With  that  money,  and  with  b 
ing  from  Nevada's  promii 
Greenspun  family,  Maloof  is  bi 
ing  Palms,  a  $265  million,  - 
i  room  off-Strip  hotel/casino 
will  have  hip  bars,  a  movie  th< 
and  a  nightclub  called  Rain 
features  a  moat  and  a  stage  cui 
of  falling  water.  He  expects  to  ( 
in  November.  Perhaps  lookin 
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capture  a  little  of  the  Morton  magic, 
Maloof  even  hired  Michael  Morton, 
Peter's  younger  brother,  to  oversee  four 
of  Palms'  restaurants  and  bars. 

"Peter  has  had  an  incredibly  suc- 
cessful career,  but  we're  younger  and 
we're  developing  a  new  concept,"  says 
Michael  Morton,  a  Chicago  restaurateur. 


"I'm  sure  they'll  do  well,"  says  Peter. 
"There's  plenty  of  room  in  this  market 
for  both  of  us." 

Maybe  so,  but  Morton  can't  afford 
to  lose  much  business  to  the  upstarts. 
The  Hard  Rock,  which  is  93%  owned 
by  Morton,  has  lost  money  for  the  past 
four  years,  and  has  recently  faced  cost 


overruns  on  an  expansion  project  \ 
piling  up  $155  million  in  debt.  Mo 
kicked  in  $20  million  of  his  own  m 
to  allay  bondholders'  concerns. 

Not  to  worry.  "They're  going  to 
bingo  at  the  Palms,"  sniffs  Hard  Ri 
Bowen.  "How  cool  can  you  be  if 
have  bingo?" 


Switch  Hitter 

telecom!  Sonus  Networks  sold  debt  to 
its  dearest  customer.  Was  it  shrewd  business 
or  just  revenue  puffery? 

BY  DANIEL  LYONS 

SONUS  NETWORKS 
scored  a  coup  in  July 
when  it  landed  a 
contract  to  sell 
phone  switches  to 
BellSouth.  Sonus  makes  soft 
switches,  inexpensive  com- 
puter-based switches  that  can 
replace  costly  traditional  cir- 
cuit switches.  Until  now  big 
carriers  have  shunned  the  new 
gear  and  stuck  with  cosdy  but 
reliable  circuit  switches. 

Sonus'  bankers  cheered, 
as  they  have  filed  with  the  SEC  to  raise  as  much  as  $1  billion  in 
a  second  public  stock  offering  (the  first  was  in  May  2000).  But 
Sonus  didn't  mention  one  side  deal  in  the  press  release:  a  $10 
million  sale  to  BellSouth  of  convertible  debt,  with  a  4.75% 
coupon  and  a  right  to  convert  into  Sonus  stock  at  $30. 

Sonus  and  BellSouth  won't  say  how  much  the  switch 
contract  is  worth.  Analysts  reckon  it  is  about  $4  million,  so 
the  debt  payments  partly  offset  the  cost  of  the  switches.  But 
thanks  to  the  conversion  option,  BellSouth  may  end  up  get- 
ting paid  to  use  Sonus  gear.  Sonus  trades  at  $16.  Should  it  hit 
$40,  BellSouth  can  convert  for  a  $3.3  million  pretax  profit.  At 
$60,  BellSouth  makes  $10  million. 

The  tactic  is  perfectly  legal,  and  it  is  giving  fits  to  Sonus' 
privately  held  rivals,  which  have  no  such  option.  With  $210 
million  in  expected  revenue  this  year,  Sonus  already  has  a  big 
lead  in  the  $370  million  soft  switch  market,  expected  to  hit  $2 
billion  by  2003.  Sonus  shares  are  trading  at  a  staggering  400 
times  expected  2001  earnings  of  4  cents  a  share. 

But  its  dealmaking  is  giving  some  investors  pause.  "From 
our  perspective  it's  a  red  flag,"  says  Victor  Cunningham,  se- 
curities analyst  at  Olstein  &  Associates,  a  mutual  fund  com- 
pany known  for  scrutinizing  financial  statements. 


Sonus  Chief  Executive  Hassan  Ahmed  insists  the  sv 
sale  and  the  debt  deal  are  unrelated.  He  says  Sonus  sii 
wanted  to  raise  a  little  cash,  and  BellSouth's  $10  million  "1 
replaced  recent  acquisition  expenses.  BellSouth  won't  di: 
its  reasons  for  making  the  investment. 

The  arrangement  is  a  new  wrinlcl 
a  game  very  much  in  vogue  during 
late  1990s  telecom  bubble.  In  that  ver 
equipment  makers  would  issue  equi 
the  form  of  warrants  to  a  carrier  ii 
change  for  a  contract.  When  the 
caught  on,  some  firms  had  to  subtrac 
value  of  the  warrants  from  revenue. 

Sonus  could  face  a  similar  hassle 
auditors  don't  believe  the  debt  anc 
switch  sale  are  completely  unrelated, 
Scott  Martin,  chief  executive  of  diCa; 
California  software  developer  w 
products  help  companies  handle  rev 
recognition  issues. 

Sonus  has  accepted  venture  ca 
equity  from  other  customers,  inclu 
Global  Crossing 
Williams  Commur 
tions,  and  relied  he; 
on  its  wildly  succe: 
initial  public  offerir 
a  way  to  win  the  h< 
of  potential  custon 
Sonus  set  aside  700. 
or  12%  of  the  offerir 
so-called  friends-; 
family  shares.  The  t 
cal  allotment  for  ne1 
sues  is  5%. 

In  some  cases  its  enticements  backfire.  Dana  Cro 
chief  technology  officer  at  Allegiance  Telecom,  a  carri 
Dallas,  got  turned  off  when  Sonus  sent  him  a  FedEx  pac 
containing  forms  that  would  let  him  buy  2,000  shares  h 
public  offering.  "I'd  never  even  had  any  contact  with  Si 
before.  It  was  such  a  blatant  and  slimy  tactic,"  Crowne 
He  now  refuses  to  take  calls  from  Sonus  salespeople. 

Say  this  for  parking  converts  with  your  customei 
makes  them  want  vou  to  succeed.  Which  is  not  a  bad  ide 


Where  Is  the  Love? 


Sonus'  less  frothy  stock  is  still 
a  valuable  currency  rivals  lack. 


$80  Ratio  scale 


Sonus  Networks' 
stock  price 


10 
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Source:  FT  Interactive  Data  via 
FactSet  Research  Systems. 
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Rags  to 

Recriminations 

antitrusti  Can  a  discount  fashion  mer- 
chant alter  the  sway  of  a  lending  giant? 

BY  CHANA  R.  SCHOENBERGER 

DONALD  WEINER  HAS  A  PECULIAR  RESUME: 
recovered  heroin  addict,  clothes-hanger  salesman, 
women's-wear  retailer.  Now  he's  an  antitrust  crusader. 
His  target:  CIT,  the  financial  services  outfit  Tyco  In- 
ternational recently  bought  for  $9.5  billion.  CIT  controls  30% 
of  the  $70  billion  market  in  factoring,  the  financing  process  by 
which  companies  sell  their  accounts  receivables  at  a  discount 
to  the  receivables'  value.  Rag  trade  merchants  have  long  used 
factoring:  Securing  money  up  front  is  often  easier  than  col- 
lecting payment  from  fickle  fashion  boutiques. 

Weiner,  who  runs  Plainview,  N.Y.-based  dress  chain  Dresses 
For  Less  with  his  wife,  Barbara,  had  a  relationship  with  CIT  for 
years.  But  that  all  soured,  he  says, 
when  CIT  squeezed  a  group  of  ap- 
parel manufacturers  he  co-owned 
out  of  business  by  refusing  to  guar- 
antee their  sales  to  CIT's  factoring 
clients,  a  decision  he  claims  cost  him 
$5.5  million  in  lost  sales  and  $3  mil- 
lion in  factoring  fees. 

In  May  Weiner  sued,  accusing 
CIT  and  other  accomplices  of  run- 
ning a  factors'  monopoly  called  the 
Uptown  Credit  Group,  an  associa- 
tion of  fashion-business  factors 
that  meets  twice  a  week  to  decide 
which  garment  companies  deserve  credit  and  which  don't. 
Because  the  group  follows  CIT's  lead  on  credit  decisions,  the 
complaint  alleges,  CIT  actually  controls  85%  of  the  factoring 
market  for  piece  goods,  which  go  into  finished  garments. 

CIT's  lawyers  claim  that  sharing  credit  information  is  per- 
fectly legal  based  on  a  Supreme  Court  ruling  designed  to  pro- 
tect lenders.  But  the  case  will  likely  hinge  on  how  the  court 
defines  the  market.  While  Weiner's  lawyers  may  be  able  to 
prove  that  CIT  controls  the  majority  of  factoring  in  the  fash- 
ion business,  Tyco's  lawyers  can  argue  that  the  market  here  is 
financing  rather  than  factoring,  which  would  bring  in  other 
banks  and  finance  companies. 

To  rally  support,  Weiner  has  been  placing  anti-CIT  ads  in 
trade  publications  asking  other  factoring  victims  to  join  his 
crusade.  So  far  Weiner  says  he's  received  100  calls. 

Help's  on  the  way.  A  lawyer  for  New  York  City  garment- 
maker  Theodore  Sadaka,  who  owns  a  handful  of  small  clothes- 
makers,  filed  a  similar  complaint  in  U.S.  District  Court.  F 


Monopoly-buster  Weiner. 


Reality  Chick 

media  In  an  effort  to  stem 
years  of  declining  viewership, 
the  Miss  America  pageant  is 
injecting  elements  of  reality- 
based  programming.  How 
would  other  contests  fare  if 
they  were  staged  for  TV? 

BY  MICHAEL  KATZ 


New  reality  show:  Big  Brother  Lost 
The  prize:  Directorship  of  the  FBI 

■4  Nominees  for  the  troubled  agenc 
forced  to  find  misplaced  FBI  files. 
Finalists  face  off  in  a  J.  Edgar  Hoc 
inspired  evening-gown  competiti 


New  reality  show:  Golden  Parachutes 

and  Ladders 
The  prize:  Early  retirement 

Struggling  Internet  executives  fight 
for  lucrative  severance  packages  by 
confronting  their  worst  fear:  being 
forced  to  understand  GAAP  accounting. 


New  reality  show:  The  Weakest  Lim 
The  prize:  The  Papacy 

Weakest  Link  host  Anne  Robinsor 
competing  cardinals  for  not  knov 
the  lead  actress  in  TV's  Blossom. 


New  reality  show:  The  Bench  Press 
The  prize:  Seat  on  the  Supreme  Court 

Players  vie  against  disgruntled 
Florida  voters  in  steel-caged 
rumble.  Winner  gets  a  job  for 
life  and  an  all-expenses-paid 
vacation  to  Chad. 


New  reality  show:  Inflation  Island 
The  prize:  Federal  Reserve  Chairmans 

•4  On  a  desert  island,  contestants  m 
clear  flaming  limbo  poles  lowere< 
in  parity  with  interest-rate  cuts. 
Wiliest  waddler  wins. 
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SAW  THE  MOVIE 


READ  THK  BOOK 


WROTE  THE  BOOK 
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Black  Sheep 
Beats  Bank 


BY  BRIGID  MCMENAMIN 

HENRY  S.  (HANK)  MCNEIL,  58, 
may  not  be  the  most  appeal- 
ing plaintiff.  But  a  case  won 
by  the  litigious  heir  is  rever- 
berating through  the  world  of 
family  trusts. 

Hank  hit  age  52  before  discovering 
that  he  was  among  the  beneficiaries  of  a 
trust  Dad  had  set  up  in  the  name  of  his 
mother,  Lois,  in  1959.  The  trust  was 
funded  with  a  mere  $1  million  in  stock  in 
the  family's  business,  McNeil  Laborato- 
ries. But  McNeil  made  Tylenol,  and  John- 
son &  Johnson  soon  bought  the  com- 
pany for  a  nice  chunk  of  J&J  stock.  Now 
the  Lois  Trust  is  worth  $300  million. 

Hank  didn't  know  he  was  a  benefi- 
ciary of  the  Lois  Trust  because  his  family 
and  the  trustees,  including  Wilmington 
Trust  Co.  and  PNC  Bank,  let  him  believe 
he  was  entitled  to  nothing  until  Mom 
died.  Poor  Hank  thought  he  would  just 
have  to  scrape  by  on  income  from  a  sep- 
arate trust  Dad  had  set  up  in  his  name, 
now  worth  a  paltry  $68  million. 

Big  mistake.  Hank  learned  the  truth 
in  1995  and  sued  two  years  later,  just  be- 
fore his  mother  died,  accusing  the 
trustees  of  cheating  him  of  his  due. 
Delaware  judge  Leo  E.  Strine  Jr.  agreed 
that  the  trustees  had  violated  their  duty. 
Since  the  trust's  payouts  were  entirely  dis- 
cretionary, the  trustees  would  have  been 
entitled  to  tell  Hank  that  they  deemed 
him  unworthy.  They  were  not  entitled  to 
keep  him  in  the  dark,  though  the  judge 
never  said  they  had  done  it  on  purpose. 

Strine  ordered  the  trustees  to  return 
20%  of  the  fees  they'd  received  between 
1987  and  1996,  give  Hank  and  his  chil- 
dren $5.5  million  from  the  trust  and 
carve  up  what  was  left  into  four  trusts, 
one  each  for  Hank  and  his  siblings.  For 
Hank's  share,  PNC  was  ousted  as  trustee. 
"I  think  it's  great,"  crows  Hank  from  his 
home  in  Philadelphia.  (For  new  trust 


INHERITANCE!  Could  you  be  the  beneficiary  of  a  $30C 
million  trust  and  not  even  know  it?  As  it  turns  out,  yes. 


Hard  to  swallow:  Tylenol  heir  Hank  McNeil  fought  trustees,  got  his  day  in  court  and  woi 


rules,  see  story,  p.  144.) 

A  public  flogging  like  that  is  a  rare 
horror  in  private  banking.  Why  would 
the  trustees  risk  such  notoriety  by  failing 
to  play  it  straight  with  Hank? 

The  trustees  deny  deliberately  keeping 
him  in  the  dark,  insisting  they  thought 
Hank  knew  he  was  a  beneficiary,  though 
nobody  recalls  telling  him  so.  Knowing 
wouldn't  have  made  any  difference  any 
way  the  case  went.  Hank  was  well  pro- 
vided for  under  the  Henry  Trust  and 
wouldn't  have  risked  his  mom's  wrath  by 
laying  claim  to  the  Lois  Trust,  too. 

Perhaps  some  of  the  trustees  didn't 
go  out  of  their  way  to  tell  Hank  he  was 
a  beneficiary  because  his  parents  didn't 
want  him  to  know.  He'd  been  the  black 
sheep  of  the  family  ever  since  his  youth; 
he  dropped  out  of  business  school,  quit 


his  job,  divorced  his  wife  and  had 
cocaine.  Both  Mom  and  Dad  virt 
cut  Hank  out  of  their  wills. 

The  trust  officers  could  have  m 
good  case  for  refusing  to  make  di 
tionary  distributions  to  Hank.  Hi 
pensive  hobbies  include  collecting 
imalist  art,  handling  champion  retri 
and  renovating  old  mansions.  H( 
stumped  when  asked  what  he'd  < 
with  the  last  $20  million  from  his 
trust.  "He  could  not  even  identify  h 
penditures  by  categories  to  the  ne 
million,"  marveled  the  judge. 

Many  trust  funders  behave 
Hank  McNeil.  But  trust  departn 
are  now  on  notice.  Hank's  kin  are 
tied  to  shun  him;  his  trustees  are  n< 
fiduciaries  they  are  bound  to  be  < 
and  fair  with  their  beneficiary. 
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G  Agilent  Technologies,  Inc.  2000 

15  made  real.  . 

Faster.  Faster.  Science  is  working  full  tilt  to  / 
•  understand  the  human  genome.  DNA  Microarray 

technology  from  Agilent  speeds  up  the  learning 

process.  Enabling  scientists  to  search  for  the 

cause  of  disease  in  thousands  of  places  at 

once.  New  cures  can  be  found  quicker.  And 
'  disease  wiped  out  faster.  Hold  on  tight,  we're 

just  getting  started. 


:y\    Agilent  Technologies 

Innovating  the  HP  Way 

Agilent  Technologies  is  a  new  company 
composed  of  the  former  Hewlett-Packard 
test  and  measurement,  chemical  analysis, 
semiconductor  components  and  medical 
products  businesses,  www.agilent.com 
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Prairie  Dog 

real  estate)  Already  troubled 
with  its/core  businesses,  Sears  has 
another  problem  on  its  hands. 


BY  MARK  TATGE 

LEAVE  IT  TO  SEARS  TO  LOSE  MONEY  ON  A  786-ACRE 
office  development  financed  with  $181  million  in  tax 
giveaways.  In  1989  the  retailer  decided  to  dump  the 
Sears  Tower  and  move  its  headquarters  31  miles  north- 
west of  downtown  Chicago,  figur- 
ing the  development,  called  Prairie  Stone, 
would  be  a  bonanza  for  the  bottom  line. 

But  with  more  than  a  third  of  Prairie 
Stone  still  vacant,  and  nearby  suburban  va- 
cancy rates  climbing,  the  sprawling  devel- 
opment has  become  a  drag  on  earnings. 
Add  Prairie  Stone  to  the  list  of  problems 
Chief  Executive  Alan  Lacy  inherited  at  the 
nation's  number  four  retailer  (2000  sales: 
$41  billion)  when  he  took  charge  last  fall. 
Sears'  "softer  side"  has  turned  to  mush, 
home  improvement  chains  have  invaded 
the  retailer's  core  appliance  business,  and 
credit  card  revenue,  a  major  earnings  en- 
gine since  1998,  has  cooled.  In  the  first  half 
of  the  year,  Sears  lost  $21  million. 

These  aren't  the  best  of  times  to  be  car- 
ing for  a  white  elephant.  The  company  has 
forked  over  $10  million  since  1999  to  cover 


►  By  the  Numbers 


TOTAL  SQUARE  FOOTAGE 


Sears  Tower 


VACANT_LAND_ 


Sears  Tower 


MARKET  VALUE 


Sears  Tower 


•Value  includes  vacant  land  and  Sears'  portion  of 
Prairie  Stone.  Sources:  TrizecHahn:  Cushman  & 
Wakefield:  Forbes  calculations. 


Gateway  to  nowhere:  Sears  H( 

principal  and  interest  payn 
on  bonds  sold  by  the  Villa; 
Hoffman  Estates.  The  b< 
covered  the  upfront  public 
provements  and  were  to  b 
paid  from  property  taxes  a 
development  grew  and  I 
rose.  Sears  agreed  to  covei 
shortfall.  It  will  probably  ov 
million  more  in  2002  and 
escalating  payments  unless  i 
figure  out  how  to  get  busin 
to  relocate  to  Prairie  Stone. 

Call  it  irrational  exu 
ance,  but  Sears  once  envisii 
12  million  square  feet  of  c 
space  on  a  tract  that  ten  ) 
later  is  still  miles  from  the  i 
est  gas  station.  With  onl; 
million  square  feet  comp 
since  1992,  Sears  "probabb 
not  gotten  the  kind  of  re 
they  thought  they  would," 
Hoffman  Estates  Village  > 
ager  James  Norris. 

Sears  sank  an  estimated 
million  into  building  its  2.3 
lion-square-foot  headquai 
That  investment  is  probably  worth  $150  million  to  $180 
lion  now.  Construction  of  a  295-room  Marriott  hotel  ij 
tain  to  help  property  values,  but  it  could  take  another  20 
for  Prairie  Stone  to  realize  its  full  potential.  Why?  There's 
ply  too  much  prime  space  available  elsewhere.  Accordii 
commercial  real  estate  giant  Cushm; 
Wakefield,  vacancy  rates  climbed  to  li 
at  midyear,  the  highest  they've  been  i 
the  mid-1990s.  In  nearby  Schaumbur 
some  3.3  million  square  feet  of  office  s 
awaits  new  tenants. 

Another  problem:  Downtown  1 
tions  are  back  in  vogue.  Chicago 
fanned  out  during  the  past  decade  t< 
extent  that  it  now  suffers  from  the  < 
gridlock  as  Los  Angeles,  Atlanta  and  H 
ton.  Motorola  and  CDW  have  openei 
fices  downtown  to  attract  younger  wo 
who  won't  travel  to  the  burbs.  1 
Chicago's  latest  corporate  catch,  Bo 
shunned  the  cornfields  for  Chic? 
Loop,  complete  with  access  to  a  nearb 
lipad  to  avoid  those  nasty  traffic  jam: 
No  doubt  Sears  executives  miss 
views  of  Lake  Michigan. 


Prairie  Stone 


Prairie  Stone 


Prairie  Stone 


62     FORBES"  September  17,  2001 


WRQ 


THE  INFORMATION 


INTEGRATION  WORLD, 
rOU  CAN  BE  THE  HERO. 
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Going  for  Broke 

gaming!  With  help  from  a  high-powered 
lobbyist,  Adam  Kidan  planned  to  build  a  global 
casino  empire.  A  mountain  of  debt  and  a 
grisly  murder  got  in  his  way. 


UT  Mll>n A 

A 


Adam  Kidan: 
"Pure  money." 


BY  MICHAEL  FREEDMAN 

DAM  KIDAN  THOUGHT  HE'D  HIT  THE 
jackpot  when  he  bought  SunCruz 
Casino  last  year.  The  profitable  casino 
boat  company  pulled  in  $80  million 
I  a  year  ferrying  customers  three  miles 
from  shore  into  international  waters  and  let- 
ting them  gamble.  Kidan  and  his  business 
partners,  including  Jack  A.  Abramoff,  a  high- 
profile  Washington,  D.C.  lobbyist,  agreed  to 
pay  $147.5  million  to  purchase  90%  of  the 
company,  including  its  1 1  boats  in  Florida 
and  South  Carolina.  The  deal  called  for  the 
buyers  to  put  in  $23  million  of  their  own 
cash,  get  $54.7  million  from  a  unit  of  Wells  Fargo  and  cover 
the  balance  with  promissory  notes  to  the  sellers. 

With  a  35%  stake  in  the  business,  Kidan  played  the 
mogul.  He  took  a  $500,000  salary  and  traveled  the  world.  He 
leased  a  King  Air  turboprop  once  used  by  an  Illinois  gover- 
nor for  $30,000  a  month.  "SunCruz  was  pure  money,"  says 
Kidan,  37.  "I  would  have  been  crazy  to  ignore  it." 

Crazier  still,  it  turns  out,  to  get  involved.  Within  a  year 
Kidan  lost  control  of  SunCruz  and  the  business  landed  in 


"If  I  was  going  to  pay  someone  to  kill  somebody, 
would  I  give  him  checks?  That's  just  so  stupid.11 


bankruptcy  court.  Still,  considering  the  fate  of  the  com- 
pany's enterprising  founder,  Konstantinos  (Gus)  Boulis, 
Kidan  is  lucky. 

Boulis  had  retained  a  10%  stake,  but  never  told  Kidan 
that  he  had  to  sell  the  business  as  part  of  a  secret  settlement 
with  the  federal  government,  which  had  accused  Boulis  of 
fraud.  In  a  heated  exchange  in  December  about  the  com- 
pany's direction,  Kidan  says  Boulis  threatened  to  kill  him. 
Two  months  later  Boulis  was  murdered  in  a  hail  of  gunfire 
on  a  Fort  Lauderdale  street. 

While  police  investigated,  Kidan  and  Abramoff,  an  equal 
partner,  planned  a  $100  million  junk  bond  offering  to  refi- 
nance the  promissory  notes  and  pay  for  expansion.  They 
added  four  boats  in  Florida  and  signed  agreements  to  man- 
age casinos  for  American  Indians  in  North  Carolina,  Califor- 
nia and  Oklahoma.  In  April  Kidan  announced  plans  to  bring 
a  150-foot  casino  boat  to  the  Northern  Mariana  Islands,  a 
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U.S.  commonwealth  in  the  Pacific  that  is  representee 
Abramoff  and  his  law  firm. 

But  all  those  efforts  were  stymied  by  a  suit  filed 
Boulis'  estate  this  spring,  alleging  that  Kidan  wrote 
checks  and  stole  company  cash.  The  suit  also  claims  Ki 
acquired  the  business  "with  lies,  crimes  and  utter  disreg 
of  legal  obligations."  Kidan  says  these  allegations  a 
pack  of  lies.  But  it  seems  clear  I 
the  acquisition  did  not  come 
smoothly.  A  U.S.  magistrate  ju 
found  that  Kidan  and  Abran 
(who  is  not  a  party  to  any  of  the 
tions)  had  induced  Wells  Farg( 
come  up  with  its  financing  by  cerl 
ing  they  had  already  paid  the  $23  i 
ion  in  cash.  In  fact,  Kidan  testified 
had  never  made  payment.  The  ju 
also  ruled  that  SunCruz  failed  to  rr 
promised  repayments  on  $67.5  mil 
still  owed  to  the  previous  owners. 

There's  more  mudslinging  in  the 
tate's  complaint.  It  claims  that  in 
weeks  before  Boulis'  death  Kidan  w: 
three  $10,000  checks  to  one  Anth 
Moscatiello.  This  fellow  seems  to  have  s< 
unsavory  connections;  he  was  once 
dieted  for  racketeering  along  with  a  brother  of  gangster  J 
Gotti  (the  case  ended  in  a  mistrial).  Then  there's  the 
that  SunCruz  hired  a  Miami  security  business  run  by  a  i 
police  say  has  claimed  to  be  a  nephew  of  Gotti.  Kidan  (v 
police  say,  is  not  a  murder  suspect)  says  he  hired  Moscati 
as  a  catering  consultant;  he  hired  the  security  firm  for  S 
Cruz  casino  operations.  "If  I  was  g< 
to  pay  someone  to  kill  somebc 
would  I  give  him  checks?"  Kidan  a 
"That's  just  so  stupid." 

Kidan  is  no  stranger  to  violenc 
legal  disputes.  A  lawyer  who  once  operated  bagel  shops  in 
exclusive  Hamptons  on  Long  Island,  Kidan  moved  to  W 
ington,  D.C.  after  his  mother  was  murdered  in  the  door 
of  her  Staten  Island  home  in  an  apparent  robbery  atter 
Chris  Paciello,  a  Miami  night  club  owner  and  a  reputed  a 
ciate  of  the  Bonanno  crime  family,  later  pleaded  guilty  to 
murder.  Last  year  Kidan  resigned  from  the  New  York 
after  admitting  he  mishandled  $100,000  held  in  an  esc 
account  on  his  stepfather's  behalf.  Kidan  notes  that 
money  was  returned  and  that  his  stepfather  requested 
complaint  be  withdrawn. 

In  June  Kidan  put  SunCruz  into  bankruptcy  and  agree 
walk  away  from  the  company  for  $200,000.  Today  the  Be 
estate  controls  SunCruz  Casino — not  that  Kidan  has  totall 
go.  "I'm  writing  a  book,"  he  says  by  the  pool  at  his  Hampl 
rental,  his  bodyguard  lurking  inside.  "It's  called  'Three  N 
Out.' "  "Lost  at  Sea"  might  be  more  appropriate. 
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There's  a  story  in  every  bottle.  If  you  have  one  you'd  like  to  share,  visit  lis  at  www.malfersiTiaik.ee 


JDEDWARDS 


DESIGNATE  YOURSELF 

EXECUTIVE 

RE  EDOM 
FIGHTER. 


Rattle  some  cages.  Deploy  the  troops.  It's  time  to  power  up  your  enterprise's  collaborative  network.  After  all,  it's 
:ollaboration  that's  driving  profitability  in  the  Internet  Economy.  A  collaborative  network  lets  you  share  information 
ind  processes  with  the  outside  world  —  so  you  can  harness  the  power  of  your  partners,  vendors,  customers  and 
employees  to  boost  efficiencies,  build  value  and  achieve  competitive  advantage.  But  to  collaborate,  you  need 
ibsolute  freedom.  That's  what  you  get  from  |.D.  Edwards.  We  provide  the  only  Web-enabled,  enterprise-wide  foundation 
hat  gives  you  the  freedom  to  choose  the  best  solutions.  You  can  run  with  any  idea.  Plug  in  any  application.  And 
:onnect  with  any  business  partner  running  any  software.  Ready  to  enlist?  Visit  www.jdedwards.com/freedom. 


r  H  E   FREEDOM  TO   CHOOSE.   THE   POWER   TO  SHARI 


SEPTEM  B  E  R    17,    2  0  0 


Much  of  the  raunchy  porn  on  the  Internet  wouldn't  exist  were  it  nc 
for  the  help  of  a  handful  of  legitimate  companies  operating 

quietly  in  the  background.  BY  SETH  LUBOVE 
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THERE  IS  STILL  OODLES  OP  MONEY  TO 
be  made  in  dot-com  land.  Check  out 
the  anonymous  San  Fernando  Valley, 
Calif,  headquarters  of  Cybernet  Ven- 
tures, inside  a  former  plumbing  sup- 
ply warehouse.  With  its  mostly  bare 
walls,  Dilbert  cubicles  and  geeky  guys 
in  white  shirts  and  ties,  Cybernet  could  pass  for  an 
insurance  office.  But  it's  a  Web  venture,  and  it's 
probably  making  a  pile  of  money. 

As  the  owner  of  the  Adult  Check  Internet  access 
system,  Cybernet  acts  as  the  digital  gatekeeper  to  one 
of  the  largest  collections  of  porn  anywhere.  Adult 
Check's  4  million  customers — in  the  U.S.  and  as 
many  as  120  foreign  countries — pay  $20  every  three 
months  for  the  privilege  of  ogling  400,000  sex  sites, 
including  everything  from  "Nude  Amazon  Women" 
to  "Boy  O  Boy."  Once  they're  hooked,  Adult  Check's 
affiliated  Web  sites  will  usually  try  to  trade  up  cus- 
tomers to  a  "Gold"  membership  of  $20  a  month, 
providing  access  to  even  more  sex-drenched  content. 

Though  the  company  won't  confirm  sales,  it's 
likely  that  Cybernet  is  handling  $320  million  annually 
in  membership  revenues.  A  big  chunk  of  that  gets 
passed  along  to  the  content  providers — the  partici- 
pating porn  sites.  The  business  has  been  so  successful 
that  its  press-shy,  thirty-something  founder  and  co- 
owner,  Laith  Alsarraf,  has  removed  himself  from  day- 
to-day  affairs  of  the  company.  He  spends  much  of  his 
money  and  time  on  Pooch  Heaven,  a  nonprofit  pet 
project  that  rescues  stray  dogs  and  places  them  on  his 
820-acre  ranch  outside  of  Los  Angeles. 

"Business  is  good,"  smiles  Timothy  Umbreit, 
Cybernet's  vice  president  and  chief  operating  offi- 
cer. The  company  recently  expanded  to  an  11 ,000- 
square-foot  call  center  in  nearby  Burbank. 

Until  recently  Alsarraf  and  his  company  have 
managed  to  keep  a  low  profile.  But  now,  thanks  to  a 
lawsuit  filed  by  eccentric  Los  Angeles  money  man- 
ager Norman  Zadeh,  Adult  Check  and  the  handful 
of  businesses  that  enable  much  of  the  porn  on  the 
Internet  to  thrive  are  coming  under  closer  scrutiny. 

Zadeh  is  no  antiporn  crusader.  A  balding,  bespec- 
tacled former  mathematician  who  applied  his  skills 
to  casino  tables  and  then  to  private  money  manage- 
ment, he  publishes  something  called  Perfect  10,  a 
quarterly  nudie  magazine  whose  selling  proposition 
is  that  the  women  in  it  aren't  surgically  enhanced.  In 
a  lawsuit  filed  in  a  California  federal  court,  he  accuses 
Adult  Check  of  ripping  him  off  by  working  with 
porno  sites  that  steal  his  pictures  for  use  in  doctored 
nude  celebrity  photos.  Though  shady  characters  have 
been  posting  digitally  forged  nude  celebrity  photos 
for  as  long  as  the  Internet  has  been  around,  Zadeh  is 


one  of  the  few  peddlers  of  porn  to  speak  out  about 
what  he  claims  is  copyright  infringement. 

"Everyone  is  stealing  our  film,"  Zadeh  seethes  in 
his  modern,  16,000-square-foot  home  above  Bev- 
erly Hills,  surrounded  by  Polaroids  of  nudes  and  a 
small  stable  of  belly-baring  models  who  do  odd  jobs 
around  the  house. 

Though  Zadeh  faces  an  uphill  battle  convincing 
a  judge  that  Adult  Check  can  somehow  police  mil- 
lions of  digitized  photo  images,  he  has  succeeded  in 
shining  an  unwelcome  spotlight  on  the  handful  of 
otherwise  legitimate  companies  that  are  responsible 
for  processing  much  of  the  porn  on  the  Internet. 
While  there's  debate  about  the  size  of  the  Internet 
porn  industry,  with  most  estimates  pegging  it  at 
around  $1  billion,  there's  no  question  that  porn — 
unlike  the  rest  of  Internet  commerce — had  a  clear 
profit  potential  from  the  start. 

Much  of  the  Web  porn  trade  wouldn't  exist  were 
it  not  for  the  four  firms  Zadeh  complains  about: 
Adult  Check,  CyberAge  and  two  credit  card  process- 
ing outfits,  Credit  Card  Billing  (CCBill)  and  Internet 
Billing  Co.  (A  third  firm,  Paycom  in  Marina  del  Rey, 
Calif,  is  another  large  processor  of  credit  card  chits 
for  purchases  of  dirty  pictures.)  Though  he  isn't 
suing  them,  Zadeh  even  accuses  giant  search  engines 
Yahoo  and  Google  of  being  a  part  of  the  cabal,  since 
they  take  advertising  from  the  bogus  celebrity  sites. 

Whenever  there's  an  Internet  porn  transaction, 
there's  a  good  chance  that  at  least  one  of  these  out- 
fits had  a  hand  in  it.  Like  Adult  Check,  Glendale, 
Calif.-based  CyberAge  serves  as  a  Napster-like  por- 
tal to  some  250,000  sex  sites.  Members  pay  fees 
starting  at  $20  a  year  to  gain  access  to  CyberAge  sites 
with  such  creative  names  as  "Lustville"  and 
"Bangkok  Bombshells."  In  return  for  getting  cus- 
tomers to  fork  over  their  credit  card  numbers,  the 
owners  of  the  porno  sites  get  headhunting  fees 
ranging  from  $11  to  $46  a  pop,  or  as  much  as 
$100,000  a  month,  according  to  CyberAge. 

CyberAge,  formerly  AgeCheck,  was  started  by 
three  Armenian  carpenters  who  worked  for  Adult 
Check's  cofounder.  It  didn't  take  them  long  to  figure 
out  that  hanging  wallboard  isn't  as  lucrative  as  ped- 
dling skin.  Adult  Check  subsequently  sued  and 
forced  the  company  to  change  its  name. 

Ironically,  conservatives  have  only  themselves  to 
blame  for  the  success  of  Adult  Check  and  its  ilk.  The 
Communications  Decency  Act  of  1996,  which  was 
supposed  to  clamp  down  on  indecent  materials  on 
the  Internet,  endorsed  the  use  of  credit  cards  for  age 
verification  purposes,  presumably  because  kids 
can't  get  credit  cards.  Though  the  act  was  over- 
turned by  the  Supreme  Court,  porn  operators  are 
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ZADEH 

still  shielded  from  accusations  of  ped- 
dling obscene  material  to  minors  so 
long  as  they  require  a  credit  card. 

Not  surprisingly,  Visa,  MasterCard 
and  American  Express  aren't  especially 
enthused  that  their  products  have  be- 
come the  common  currency  of  Internet 
porn.  Never  mind  the  image  issue;  the 
sector  is  rife  with  fraud,  defaulting  card- 
holders and  chargebacks  associated  with 
contested  bills.  Last  year  AmEx  banned 
the  use  of  its  card  for  online  porn  pur- 
chases, while  the  other  two  companies 
charge  vendors  discount  fees  of  as  much 
as  10%  of  the  purchase  to  cover  losses. 

Making  virtue  out  of  necessity, 
CCBill,  Internet  Billing  and  Paycom 
have  since  become  the  biggest  middle- 
men between  the  banks  and  the  porn 
operators,  effectively  serving  as  the 
handmaidens  to  the  business  by  weed- 
ing out  fraud  and  the  operators  who 
stretch  the  boundaries  of  obscenity. 

"We  don't  allow  child  pornography 
or  bestiality,"  sniffs  J.  Christopher 
Mallick,  the  chief  executive  of  Paycom 
(who  in  a  prior  career  was  once  dragged 
into  court  in  a  Chapter  7  involuntary 
bankruptcy).  Mallick  claims  his  com- 
pany visits  every  page  of  every  site  it 
deals  with  on  a  monthly  basis  to  ensure 
that  no  one  is  pushing  the  boundaries  of 
legality.  He  says  the  company  processes 
about  2  million  transactions  a  month,  at 
an  average  of  $20  per  purchase. 

The  three  middlemen  firms  are  fix- 
tures at  porn  conventions,  where  they 
hustle  for  business  surrounded  by 
seminude  actors  and  sex-toy  vendors. 
"CCBill  is  constantly  coming  up  with 
new  and  innovative  ideas  to  help  their 
customers  increase  revenues,"  gushes 
Jeffrey  Miller,  a  former  assistant  vice 
president  at  Merrill  Lynch  who  quit  his 
day  job  after  getting  into  the  Internet 
porn  business  with  his  wife  in  1996. 

Like  Norm  Zadeh,  Miller  also  rails 
against  copyright  infringement  in  the  In- 
ternet porn  industry  and  accuses  Adult 
Check  and  CyberAge  of  dragging  their 
feet  on  copyright  issues.  But  for  some- 
one whose  business  consists  of  Internet 
sites  such  as  "Midget  Sex  Show — The  lit- 
tle and  nastiest  nymphos  anywhere!"  he's 
probably  getting  what  he  deserves.  F 


Pie  in  the  Sky 

Bain  Capital  paid  $1  billion 
for  Domino's  Pizza.  Will 
it  get  its  money  back? 


BY  CHANA  R. SCHOENBERGER 

THREE  YEARS  AGO  THE  WELL- 
educated  buyout  artists 
at  $12  billion  (assets)  Bain 
Capital,  the  private  equity 
fund,  figured  they  could 
make  a  relatively  quick,  handsome 
profit  by  turning  around  Domino's, 
the  perennial  number  two  to  Pizza  Hut 
in  the  $25  billion  pizza  industry.  So 


Boxed  in:  David  Brandon,  chief  executive. 

Bain  paid  $1.1  billion  (35%  cash,  65% 
debt)  for  93%  of  the  Ann  Arbor, 
Mich. -based  chain,  leaving  founder 
Thomas  S.  Monaghan  with  7%.  It 
seemed  like  a  good  idea.  "Pizza  is  the 
fastest-growing  category  in  all  the  pre- 
pared-away-from-home  foods,  and 
delivered  pizza  is  growing  the  fastest," 
says  Mark  Nunnelly,  a  Bain  managing 
partner  and  Domino's  board  member. 

But  making  dough  from  pizza  is 
trickier  than  it  seems.  Cheese  and 
labor  costs  are  up,  and  there's  compe- 
tition aplenty:  an  estimated  64,000 
pizza  outlets  nationwide.  "The  cate- 


gory's just  full,"  says  ] 
Schnatter,  chief  execi 
of  Papa  John's. 

With  7,000  locat 
Domino's  still  has  a  1 
ing  26%  share  of  pizz; 
livery.  But  its  systemi 
sales  growth  has  been 
par,  just  5%  annually  < 
1997  compared  with  9%  for  the  se 
It  earned  only  $25  million  last  yea 
sales  of  $1.2  billion.  The  brand  ir 
is  a  little  like  a  cold,  day-old  pie. 
survey  comparing  the  top  four  ch 
Pizza  Marketing  Quarterly  rai 
Domino's  first  for  delivery,  but  las 
menu  appeal  and  variety. 

To  shake  in  some  hot  pepper  fl; 
Bain  brought  in  new  Chief  Execi 
David  Brandon,  a  former  marke 
executive  at  $836  million  (sales)  V 
sis  Communications,  a  coupon 
motion  outfit.  Brandon's  recipe 
been  to  revamp  the  advertising 
freshen  up  the  menu.  Gone  are 
weird  "Bad  Andy"  puppet  televi 
spots.  Tired  stores  are  being  renov 
at  $30,000  each,  with  some  movir 
more  visible  locations.  Domino's 
increased  dough  weight  and  top 
thickness  to  boost  quality. 

Brandon  has  also  had  to  do  s 
repair  work  with  franchisees.  Ui 
Bain,  Domino's  ruffled  feathers  < 
on  by  rewriting  the  profit-sha 
agreement  with  franchisees  so 
Domino's  distribution  arm  elimiri 
the  cap  on  the  profits  it  could  k 
Brandon  stumbled  when  he  negoti 
a  five-year  deal  with  Coca-Cola  v 
out  consulting  franchisees;  some  ei 
up  paying  more  for  Coke.  Bran 
later  amended  the  deal.  "Dave  rea 
he  can't  do  it  without  [us]," 
Michael  Chiodo,  head  of  the  Dom: 
Franchisee  Association. 

In  the  next  year  or  so  Bain  wi 
eyeing  an  exit,  most  likely  throug 
initial  public  offering.  Held  today, 
would  fetch  maybe  six  times  Domi 
operating  income  (net  before  depr 
tion,  interest  and  taxes).  Based  on  1 
ing  12-month  numbers,  it  would  b; 
get  its  cash  back.  It  must  be  wonde 
if  pizza  is  worth  all  the  trouble. 
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20,000  MEGAWATTS 


[ANOTHER  REASON  PSEG  HAS  WALL  STREET'S  ATTENTION] 


As  the  demand  for  power  grows  nationwide,  we're  moving  quickly  to 


become  one  of  the  country's  most  profitable  independent  power  producers 


with  the  capability  of  generating  over  20,000  megawatts.  You  see,  it's 


all  part  of  an  aggressive  three-year  expansion  plan.  One  that's  also 


generating  a  good  deal  of  interest  on  Wall  Street. 

We  make  things  loork  for  you. 


PSEG 


T  H  A  D  STUMP 

SUSPENSION  ENGINEER 


Trouble  i 


Entrepreneurs  looking  for  money  have 
gotten  a  rude  shock  when  they  put  their  fai 
in  John  Conley's  River  City  Affiliates. 


BY  MICHAEL  MAIELLO 

SEEKING  FUNDS  FOR  THEIR 
new  airline,  Shuttle  America, 
entrepreneurs  David  Hackett 
and  Barry  Lutin  dined  last  fall 
at  the  Capital  Grille  in  Provi- 
dence, R.I.  Their  host  was  John  J.  Con- 
ley,  a  well-dressed,  fast-talking  ex-fu- 
tures trader  who  once  worked  for 
Lehman  Brothers  and  E.F.  Hutton. 
Splurging  on  $30  cigars  and  $200  bot- 


Plucked  by 
an  angel: 
Dave  Hackett 
lost  his  wings 


ties  of  wine,  Conley  told  them  he 
$25  million  hedge  fund  called 
City  Affiliates.  He  said  he'd  like  to  i 
some  money  in  their  venture.  Bu 
Hackett  and  Lutin  would  have  to 
up  with  an  upfront  "due  diligene 
of  $25,000. 

Such  fees  are  highly  unusual  i 
mainstream  venture  capital  bus 
But  Hackett  and  Lutin  were  desp 
They'd  just  won  coveted  slots  at 
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iver  City 


LaGuardia  airport,  needed 
for  new  planes  and  owed  $3 
to  Bombardier,  the  Canadian 

ny  that  supplied  and  serviced 

c  turboprops. 

Jey  talked  about  investing  $10 
within  six  months.  But  the  let- 
ltent  he  had  them  sign  made  no 
omise.  Five  months  later  Conley 
)ff  the  deal,  citing  as  the  cause 
t  to  Bombardier,  which  he  knew 
rom  day  one.  Bombardier  has 
eclaimed  four  planes.  Shuttle 
a  recently  filed  for  bankruptcy 
ion. 

oday's  stingy  markets  money- 


ivishing  $30  cigars 
id  $200  bottles  of 
ne,  Conley  said  he 
ight  invest  $10  million 


Modesto,  Calif,  wired  him  $50,000 
after  Diaz  was  referred  to  Conley  at  a 
San  Francisco  conference.  Conley  said 
it  would  take  a  month  to  close  the 
deal.  Two  months  later  a  skeptical 
Diaz  wanted  his  money  back.  "I  felt 
like  an  idiot,"  he  says.  "How  stupid 
could  I  be?" 

Conley  reacted  angrily  to  Diaz's 
constant  demands  for  a  refund.  "I'm 
sick  of  your  shakedown  and  extortion 
tactics,"  Conley  faxed  him  on  Aug.  3. 
Near  the  close  of  the  fax  he  remarked, 
"You  are  a  pathetic  excuse  for  a  busi- 
nessman, and  I'm  sick  of  all  your 
nonsense." 

Conley  is  a  Rhode 
Island  native  whose 
brother  William  happens 
to  be  the  attorney  for  the 
state's  Ethics  Commis- 
sion. After  leaving  Wall 
Street  in  1994  Conley  re- 
turned home  and  con- 
vinced John  Connors  Jr., 


r  entrepreneurs  can  be  easily 
ted  by  apparent  angels.  Con- 
o  refused  to  talk  to  FORBES, 
be  just  a  highly  selective  in- 
Certainly  he's  a  good  pitch- 
)ver  the  past  five  years  at  least 
x  entrepreneurs  have  paid  him 
)  to  $50,000 — and  received  no 
lent  in  return. 

his  Web  site  Conley  says  he  in- 
companies  with  the  intention 
iging  them  public.  But  since 
orating  in  1994,  no  company 
s  filed  a  registration  statement 
he  Securities  &  Exchange 
ission  has  listed  Conley  or 
Dity  Affiliates  as  a  source  of 
g- 

^pril,  convinced  that  Conley 
invest  $5  million  in  his  new 
nting  Web  site,  John  Diaz  of 


a  retired  Marine  and 
family  friend,  to  give  him  $25,000  to 
take  a  San  Diego  design  firm  called 
Design  West  public. 

Conley  never  invested  the  money 
and  stopped  payment  on  the  refund 
check  Connors  had  demanded.  Con- 
nors sued  in  1997,  and  the  Rhode  Is- 
land Superior  Court  appointed  a  re- 
ceiver for  John  J.  Conley  Ltd.,  which 
was  liquidated  with  assets  of  just  $700. 
If  Conley  has  a  $25  million  hedge  fund, 
he  didn't  have  it  in  that  company. 

The  bankruptcy  didn't  hurt  Conley, 
who  turned  his  attention  to  a  second 
corporation  called  John  J.  Conley  In- 
vestments, which  is  the  investment 
manager  for  River  City  Affiliates. 
Records  from  the  Rhode  Island  State 
Corporation  Commission  show  that 
the  first  check  Conley  sent  in  to  incor- 
porate that  entity  bounced.  F 
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...AND  A 
TIGHTER  TURNING 
RADIUS  THAN 

THE  FORD 
EXPEDITION? 


GET  ALL  THE  ANSWERS  AT 

GMC.COM/PR0 


With  Harnischfeger 
out  of  Chapter  II  and 
sporting  a  new  name, 
can  John  Hanson 
scoop  up  sales  in  the 
hot  coal  market? 

BY  BRETT  NELSON 

jm  T  WASN'T  ANYBODY'S  IDEA  OF  A 
I  dream  job  when  John  Nils  Hanson, 
H  a  59-year-old  nuclear  engineer  from 
I  MIT,  was  named  chief  executive  of 
H  Milwaukee-based  Harnischfeger,  by 
far  the  world's  largest  mining-machine 
maker.  Just  weeks  later,  in  1999,  it  filed 
for  bankruptcy  protection,  reeling  from 
downturns  in  mining  and  papermak- 
ing  equipment  and  freewheeling  spend- 
ing by  former  chief  Jeffrey  Grade. 

Hanson,  who  had  been  head  of 
operations  at  the  underground  mining 
division,  soon  sold  the  ailing  paper- 
making  unit  and  moved  the  company 
out  of  its  posh  headquarters  on  Lake 
Michigan.  He  shored  up  the  balance 
sheet  with  $350  million  in  financing 
from  a  syndicate  led  by  Deutsche  Banc 
Alex.  Brown.  Creditors  owed  $1.2 
billion  got  equity  in  a  new  company 
that,  for  the  six  months  ended  Apr.  30, 
netted  $14  million  (before  restructur- 
ing charges)  on  sales  of  $555  million. 

Scrubbed  fresh  with  a  new  name, 
the  company  reemerged  as  Joy  Global 
in  July.  Now  Hanson  has  an  even 
trickier  task:  cashing  in  on  the  surging 
coal  market.  Spiking  natural  gas  prices 
and  uncertainty  about  its  supply  have 
pushed  coal  production  up  6.5%  this 
year.  At  the  beginning  of  2001  coal 
stockpiles  at  utilities  stood  at  30-year 
lows.  While  95%  of  new  power  plants 
are  designed  to  run  on  cleaner-burning 
natural  gas,  the  U.S.  still  gets  52%  of  its 
electricity  from  the  1.1  billion  tons  of 
coal  mined  here  every  year. 

All  that  is  good  news  for  Hanson. 
Coal  mining  accounts  for  90%  of  sales 
at  Joy's  underground  division  and  33% 
at  its  surface-mining  unit  (copper  and 
other  ores  account  for  the  rest).  Joy's 
underground  equipment  is  in  at  least 


46%  of  U.S.  mines;  one  item — an 
excavator  called  a  "long-wall  shearer" — 
claims  93%.  On  the  surface  side,  Joy  has 
nearly  twice  the  sales  of  its  nearest 
competitor,  Bucyrus  International. 

Yet  new  investors  will  need  patience. 
Coal's  comeback  may  not  spur  new 
orders  right  away,  in  part  because  a  wave 
of  mine  closures  over  the  last  decade  has 
many  producers  shuffling  used  equip- 
ment to  new  mines.  And  ironically  Joy's 
newer  machines  are  so  productive — its 
$9  million  4100XPB  shovel  can  load  a  320- 
ton  truck  in  90  seconds — they  outstrip 
coal  demand  and,  in  turn,  crimp  new 
sales.  For  instance,  Arch  Coal  and  Consol 
Energy,  the  second-  and  fourth-largest 
U.S.  producers,  don't  plan  to  increase 
spending  on  new  capital  equipment 
through  2002.  "Producers  have  to  rebuild 
their  own  balance  sheets  first,"  says  Mid- 
west Research  analyst  Mark  Koznarek. 

Meantime  Hanson  will  hunt  for 
more  growth  in  overseas  markets — 
now  40%  of  sales — where  coal  accounts 
for  22%  of  primary  energy  consump- 
tion. But  there,  too,  growth  will  be 
gradual.  Unskilled  mining  countries 
like  India,  Poland  and  especially 


China — which  mines  about  1  b 
tons  of  coal  per  year — need  infra? 
ture  to  support  high-tech  macr 
"The  Chinese  market  can't  go  fror 
to  high  productivity  in  18  months 
mits  Hanson.  "It  could  take  deca< 

For  the  moment  Hanson's  hopt 
heavily  on  service  revenues.  Th 
grown  50%  since  1995,  and  now  ac 
for  63%  of  total  sales.  For  coal  prod 
maintenance  is  critical:  Each  mini 
downtime  costs  between  $500 
$3,000.  Hanson  aims  to  forge  n 
decade  contracts  that  he  says  will 
his  customers'  overall  costs  and  gr 
the  best  crack  at  future  equipment 
Current  contracts  cover  replace 
parts,  maintenance  and  trainin 
squeeze  out  more  revenue,  Hanson 
to  open  new  motor-rebuild  shop 
offer  more  on-site  repair  and 
installation.  Joy  will  move  machines 
site  to  site,  too. 

Joy's  stock  has  crept  up  1 1%  tc 
cent  $18  since  it  began  trading  on  A 
Hanson,  who  lost  208,000  Harniscl 
shares  in  the  restructuring,  has  plei 
incentive  to  give  it  a  kick.  He's  § 
hope  coal  stays  hot. 
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It  really  adds  up. 

More  airlines.  More  flexibility.  More  recognition.  Nothing  else  comes 
close  to  what  the  Star  Alliance"  network  offers  the  international  business 
traveler.  Where  the  status  you  earn  on  one  member  airline  gives  you  15 
airlines  you  can  count  on  around  the  world,  www.staralliance.com 


STAR  ALLIANCE  K> 

The  airline  network  for  Earth! 
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The  Big  Three  know  how  bad  it's  getting.  They 
are  going  to  take  drastic  defensive  measures. 


BY  ROBYN  MEREDITH 
AND  JOHN  TURRETTINI 

WHEN  CAR  IMPRESARIO 
Robert  Lutz  joined  Gen- 
eral Motors  last  month, 
the  Detroit  News  blared 
the  story  across  its  front 
page  with  a  4-inch-high  headline.  This 
sounds  like  war. 

A  war  it  is.  With  market  share  under 
assault  from  foreign  rivals,  profits  under 
siege  because  of  the  worldwide  eco- 
nomic slowdown  and  a  few  self-inflicted 
wounds,  Detroit  is  fighting  back. 

Ford  won't  stop  at  the  5,000  white- 
collar  job  cuts  it  has  already  announced. 


For  the  past  three  months  Ford  execu- 
tives have  hunkered  down,  searching  for 
ways  to  halt  the  company's  dramatic 
slide  in  profits  and  market  share. 

By  year-end  Ford  will  attempt  to  get 
its  unions  to  agree  to  shut  down  up  to 
three  assembly  plants  employing  up  to 
10,000  blue-collar  workers  and  will  an- 
nounce another  round  of  white-collar 
layoffs.  Wall  Street  wants  to  see  another 
$3  billion  to  $5  billion  in  cost  cuts.  In 
August  Ford  surprised  investors  with 
the  announcement  that  it  would  earn 
only  70  cents  a  share  this  year,  not  $1.25. 

Chrysler,  which  began  hemorrhag- 
ing money  last  year,  is  in  the  midst  of  a 


turnaround  that  may  pull  it  back  fro; 
the  brink  earlier  than  the  other  tw 
companies.  Its  deep-pocketed  Germs 
parents  seem  determined  to  fix  Chrysll 
if  only  to  salvage  the  remains  » 
DaimlerChrysler  Chairman  Jtirge 
Schrempp's  reputation. 

But  a  lot  of  the  buzz  in  comir 
months  will  center  on  GM,  which  is  b 
latedly  attempting  to  replace  its  sleej 
lineup  with  a  new  generation  of  cai 
arid  trucks  of  arresting  design.  Nei 
hire  Lutz  helped  turn  around  Chryslt 
during  its  brush  with  death  a  decao 
ago,  and  he  did  it  by  coaxing  brash  di 
signs  from  a  company  known  fc 
building  boring  K-cars. 

Can  he  do  it  at  GM?  Not  on  his  owi 
Good  thing  he  won't  need  to:  Thr« 
years  ago  GM  began  quietly  cherry  pici 
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Attention  to  Detail  Isn't  Written  in  Our 
Training  Manual.  It's  in  Our  DNA. 


:lcome  to  ANA,  Japan  and  Asia's  largest  airline.'  In  a  culture 
ere  the  act  of  serving  tea  can  require  a  week  of  preparation, 
it's  no  surprise  taking  care  of  people  is  taken 
rather  seriously.  Nowhere  is  this  fastidious 
philosophy  better  demonstrated  than  on  ANA. 
It's  a  difference  you'll  notice  the  moment  you  step  on  board, 
:ause  even  the  cabins  of  our  state-of-the-art  fleet  have 
:n  designed  to  maximize  the  comfort  and  productivity  of  the 
ig-haul  business  traveler. 

For  example,  if  you  choose  our  First  Class  or  CLUB  ANA 
isiness  Class)  service,  you'll  have  access  to  the  Business 
rner,'  an  in-flight  workspace  where  passengers  stay  connected 
the  world  below  via  phone  and  fax. 

For  a  more  social  reason  to  leave  your  seat,  there's 
o  an  onboard  bar,7  a  relaxing  place  to  unwind  over  a 
;ktail  and  chat  with  your  fellow  passengers.  •».;;,•,:„ 
ANA  First  Class  passengers  can  stretch  tussm& 

5**  200U 

t  in  our  Fullflat  Seat,  which  of  course,  as  un,»d  Miiup pw 
:  name  suggests,  converts  into  a  180-degree  flying  bed. 

Likewise,  our  CLUB  ANA  passengers  enjoy  one  of  the  most 
tcious  Business  Class  seats  in  the  sky  that  boasts  a  50-inch  pitch. 


Onboard  entertainment  includes  a  variety  of  on-demand 
films,  TV  shows,  video  games  and  an  incredible  400  music  titles.' 

Our  Master  Chefs  excel  in  both  Japanese  and  Western 
fare  and  we  offer  an  excellent  selection  of  dishes  inspired  by 
the  great  kitchens  of  the  world. 

This,  of  course,  is  matched  with 
some  of  the  finest 
sakes  and  wines 
you'll  find  at  39,000 

ANA  has  daily  nonstop  flights  from  New  York, 
Washington,  D.C.,  Chicago,  San  Francisco,  Los  Angeles  and 
Honolulu  to  Tokyo  and  a  network  to  over  24  destinations 
across  Asia  and  the  world. 

And  as  a  proud  member  of  Star  Alliance,  we  can  make  sure 
you  get  the  recognition  and  rewards  you  deserve  along 
the  way,  including  earning  mileage  on  United  Mileage  Plus:5 

For  more  information,  contact  ANA  at  1 -800-2FLY-ANA  or 
www.fly-ana.com. 

ANA, 


A  STAR  ALLIANCE  MEMBER  KZ™ 
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uding  Washington,  D.C.  /  Honolulu  -  Tokyo  r 


AUTOMOBILES 


ing  the  world's  most  promising  car  de- 
signers. Among  GM's  poached  stars: 
Frank  Saucedo  of  Volkswagen  and  for- 
mer Chrysler  designers  Bryan  Nesbitt 
and  David  Smith,  whose  FI"  Cruiser  was 
the  first  American  smash-hit  car  since 
the  1986  Ford  Taurus. 

Most  critically,  GM  hired  French  vi- 
sionary Anne  Asensio.  That  gives  her  a 
shot  at  the  top  design  job  when  current 


design  chief  Wayne  Cherry,  64,  retires,  a 
move  likely  to  be  announced  in  the  next 
six  months.  Asensio,  38,  was  hired  from 
Renault,  where  she  had  sketched  out  the 
Megane  Scenic,  a  small  minivan  that  cre- 
ated a  wildly  popular  new  market  seg- 
ment in  Europe,  becoming  the  bestselling 
vehicle  there  in  the  late  1990s. 

The  idea,  of  course,  is  that  these  de- 
signers will  bring  back  excitement  to  a 


Trading 


GM,  Ford  and  Chrysler  used  to  sell  four  of  every  five  autos  on  American  roads.  But 
Asian  and  European  automakers  are  coming  up  fast  behind  them  as  buyers  trade  in 
their  Fords  and  Dodges  for  Hondas,  BMWs  and  Hyundais.  Market  share  loss: 


U.S.  light  vehicle  sales 


Big  Three  domestic 
Other  domestic 


1970 

Source:  Ward's  AutolnfoBank. 


1980 


1990 


2001 


company  whose  greatest  act  of  desij 
daring  was  to  popularize  tailfins  in  ti 
1950s.  Chrysler's  Nesbitt,  for  examp 
has  been  assigned  to  resuscitate  Chevr 
let,  a  division  whose  cars  have  becor 
paragons  of  mediocrity. 

But  the  Big  Three  aren't  just  fightii 
bland  designs.  Even  with  commendab 
strides  in  cost-cutting  and  quality  ir 
provement  in  recent  years,  Ford,  Chrysl 
and  General  Motors  on  average  st 
spend  $1,300  more  building  a  car  th; 
Toyota  does,  according  to  the  Center  f 
Automotive  Research  in  Ann  Arbor. 

Detroit's  minivans  ar 
sport  utility  vehicles  ha 
been  making  up  for  prof 
lost  on  cars.  Inevitabl 
those  easy  profits  will  1 
eaten  away.  You  don't  ha 
to  buy  a  large  vehicle  fro 
American  companies  an 
more.  You  can  get  a  Toyo 
Highlander,  a  BMW  X5, 
Honda  Odyssey  or 
Hyundai  Santa  Fe. 
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r\S*  encompasses  hotels  and  resorts  managed,  franchited.  or  leased  by  two  separate  groups  of  companies— Hyatt  Corporation  and  to  affiliates  and  affiliates  of  Hyatt  I 
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iM's  Brain  Gain 


eneral  Motors  has  been  snapping  up  star  designers  from  around  the  world.  A  sampling  of  GM's  new  best  and  brightest. 


ank  Saucedo:  Hired  from  VW,  but  best 
lown  for  Euro  cute-coupe  Opel  Tigra. 

The  Big  Three  can  find  someone  to 
me  by  looking  in  the  mirror.  " Ameri- 
customers  do  not  have  a  preference 
imported  brands,"  says  Chrysler  boss 
ter  Zetsche.  But  for  years  Detroit  built 
ddy  vehicles.  "We  failed  to  link  to  baby 
>mers  by  letting  Japanese  tell  them,  if 
i  want  quality,  you  go  to  the  Japanese, 
1  by  letting  the  Europeans  tell  them,  if 
i  want  technology,  you  go  to  them." 
This  year  Americans  will  buy  16.5 
lion  new  cars  and  light  trucks,  the 
d-best  year  after  1999's  16.9  million, 
[  2000's  record  17.3  million  (see  chart, 
'8).  So  how  is  it  our  homegrown  in- 


Anne  Asensio:  Renault  defector,  she 
penned  innovative  microvan  Scenic. 

dustry  is  suffering  so  much?  Because  it 
has  lost  three  points  of  market  share  in 
the  past  year  to  foreign  brands.  Through 
July  Detroit  had  64%  of  the  market. 
That's  why  rebates  from  GM,  Chrysler  and 
Ford  are  averaging  $2,300.  Rebates  are  "a 
genetic  disease  weVe  had  in  the  industry, 
and  I  don't  know  how  you  get  out  of  it," 
says  Ford  Chief  Executive  Jacques  Nasser. 

Deutsche  Bank  figures  the  three 
companies  will  have  to  increase  rebates 
by  $1,850  per  vehicle  over  the  next  five 
years  just  to  sell  the  same  number  of 
cars  and  trucks.  If  Deutsche  Bank  is  cor- 
rect, that's  $370  a  year  in  additional  re- 


Bryan  Nesbitt:  New  Chevy  designer,  he 
styled  red-hot  Chrysler  PT  Cruiser. 

bates.  Multiply  that  by  the  11 .5  million 
units  the  Big  Three  sell  each  year,  and  a 
collective  $4.3  billion  in  profits  is  lost  in 
each  of  those  five  years. 

There's  a  sliver  of  silver  inside  the 
cloud:  Hefty  rebates  are  persuading 
otherwise  hesitant  shoppers  that  they  re- 
ally can  afford  a  new  car  or  truck.  Show- 
rooms are  busy,  and  customers  aren't  just 
looking.  In  fact,  over  the  next  18  months 
Detroit's  growing  rebates  will  add  0.6% 
to  the  nation's  annual  economic  growth 
rate,  says  Sung  Won  Sohn,  chief  econo- 
mist at  Wells  Fargo  8c  Co.  For  now,  what's 
bad  for  GM  is  good  for  America.  F 


A  BED  WITH  DREAMY  DOWN  PILLOWS.  A  come-hither 
mattress.  A  big,  fluffy  bath  towel.  Details  can  stir 
your  world  when  they're  done  right.  Just  something 
to  ponder  in  the  nanosecond  between  your  head 
hitting  the  goose  down  and  a  great  night's  sleep.  For 
the  goods  other  hotels  only  dream  of,  call  Hyatt  or 
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your  travel  planner.  1  800  233  1234  or  www.hyatt.com. 


FEEL  THE  HYATT  TOUCH? 


HOTELS  &  RESORTS 


ft 


Point  of  View  By  SteveJL  Hanke^ 


Bushwhacked 


DID  YOU  KNOW  WE  HAVE  SOMETHING  OF  A  SOCIAL- 
ist  in  the  White  House?  The  Group  of  Eight  coun- 
tries have  given  their  imprimatur  to  an  anti- 
capitalist  energy  plan.  George  W.  Bush  signed  off 
on  it.  The  news  about  the  July  G-8  meeting  in 
Genoa  focused  on  the  fellow  with  the  fire  extinguisher.  Less 
noticed  was  the  G-8's  blueprint  for  funneling  subsidies  and 
tax  breaks  to  solar,  geothermal  and  wind  power.  What  about 
those  devilishly  dirty  fossil  fuels?  All  government  support  for 
them  should  be  removed,  the  G-8  concluded. 

Maybe  it  should  be.  But  this  woolly-headed  declaration 
ignores  the  principles  of  the 
free  market:  If  an  energy 
source  like  biomass  is  so  great, 
it  should  be  able  to  prove  itself 
without  handouts.  Remember 
the  expensive  alternative  en- 
ergy debacle  launched  by 
Jimmy  Carter? 

What's  insidious  about  the 
G-8's  energy  communique  is 
that  it  calls  on  international 
lending  agencies  to  expand  re- 
newable energy  in  developing 
nations.  So  we're  just  a  step 
away  from  having  the  World 
Bank  and  the  International 
Monetary  Fund  demanding 
that,  as  a  condition  for  a  loan, 
poor  societies  waste  resources  building  windmills. 

You  would  think  that  Bush  and  Dick  Cheney  would 
know  better  than  to  countenance  this  nonsense.  That's  espe- 
cially true  given  the  genesis  of  the  report  that  the  G-8  rub- 
ber-stamped in  Genoa.  The  G-8  manifesto  is  redolent  with 
the  rhetoric  of  left-leaning  nongovernmental  organizations, 
known  as  NGOs,  which  had  a  major  hand  in  drafting  the 
thing.  Strangely,  these  NGOs  get  major  funding  from  the  very 
companies  and  governments  they  seek  to  undermine  (see  my 
Aug.  6  column). 

Some  of  these  NGOs,  like  the  World  Wildlife  Fund  and 
the  European  Network  on  Debt  &  Development,  were  al- 
lowed into  the  G-8  communique-drafting  tent  because  they 
sound  moderate.  World  leaders  on  the  order  of  Bill  Clin- 
ton, Britain's  Tony  Blair,  France's  Lionel  Jospin  and  Ger- 
many's Gerhard  Schroder  have  parroted  their  lines  about 
fostering  public/private  partnerships  aimed  at  enhancing 


The  President  has 
signed  off  on 
anticapitalist 
energy  plans- 
one  crafted  at  the 
G-8  level  for  the 
world,  the  other 

by  the  White 
House  for  the  U.S. 


environmentally  correct  e<j 
nomic  development  that 
fairly  distributed. 

The  Third  Way  approa 
of  Clinton,  Blair  and  tht 
gang  is  eerily  reminiscent 
the  Fabian  Socialism  of  t 
late  1800s,  which  sought 
win  over  ordinary  folk 
making  socialism  appear  re 
sonable.    Prime  Ministl 
Jospin  updates  Fabianis 
nicely  when  he  says  France  is  "delighted  to  see  the  erne 
gence  of  a  planetary  citizens'  movement."  The  goal, 
says,  "is  to  put  in  place  a  lasting  system  of  regulation  th 
makes  the  planet  a  common  asset  exploited  in  an  eqi; 
table  manner." 

The  inspiration  for  the  energy  portion  of  the  Gem 
manifesto  originated  at  a  closed-door  meeting  at  10  Dowi 
ing  Street  on  Nov.  11,  1999  with  a  bunch  of  greens  Bla 
wanted  to  appease.  He  carted  their  ideas  to  the  G-8's  Ju 
2000  summit  in  Okinawa.  There  he  won  approval  for  a  r 
newable-energy  task  force  made  up  of  government  reps,  i} 
dustry  figures  and  NGO  types.  The  task  force's  final  repo 
was  to  be  unveiled  at  the  Genoa  2001  conclave,  where  Bla 
assumed  Al  Gore,  a  committed  green,  would  be  on  hand 
President  to  help  shepherd  the  thing  through.  Well,  Bla 
didn't  need  to  worry.  Even  though  his  man  didn't  end  U 
occupying  the  U.S.  chair  in  Genoa,  it  mattered  not  a  bit  bi 
cause  Bush  went  along  with  the  report. 

The  scary  aspect  of  the  President's  G-8  acquiescence 
that  his  own  energy  plan  for  the  U.S.  has  a  spiritual  kinshi 
to  the  Genoa  document,  relying  less  on  the  invisible  han 
of  the  marketplace  than  on  the  heavy  hand  of  governmen 
In  fact,  the  plan,  as  approved  by  the  Republican-controllei 
House,  has  outdone  Bush  in  its  extravagance  with  govern 
ment  subsidies. 

True,  the  greens  are  upset  about  the  Bush-Cheney  dd 
mestic  energy  program  and  its  endorsement  of  oil  drilling  ii 
the  Arctic  National  WOdlife  Refuge.  The  greens  want  it  all 
They  want  to  take  government  handouts  themselves  whil 
also  killing  subsidies  for  coal,  oil  and  nuclear  fission.  Bush  i 
different  in  that  he  wants  to  subsidize  everything,  renewal?! 
or  nonrenewable.  Instead  of  letting  capitalism  sort  out  eii| 
ergy  needs  and  sources,  he  wants  his  government  to  soil 
them  out.  He  has  become  a  Third  Way  kind  of  a  guy-  i 


17*  \f  t\f*c  !  S,eve  H  Hanke  is  a  professor  of  applied  economics  at  The 
*"  I  Group,  Inc.  in  New  York.  Find  past  columns  at  www.forbes 


Johns  Hopkins  University  in  Baltimore  and  chairman  of  the  Friedberg  Mercantile 
xom/hanke. 
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A  company  wonders  if  last  night's 
groundbreaking  idea  can  be  implemented 
before  the  competition's. 

If  the  software  had  a  head  to  nod,  it  would. 


Enterprise  software  from  Microsoft  helps  you  implement  new  ideas  fast. 
"It  has  to  happen  yesterday"  is  a  reality  for  today's  businesses.  That's  why  no 
matter  what  your  situation,  Microsoft  gives  you  a  complete  set  of  software  building 
blocks  that  can  be  rapidly  assembled  and  reconfigured.  From  mission-critical 
operating  system  software  like  the  Microsoft®  Windows®  2000  Server  family  to 
powerful  business  software  such  as  the  Microsoft  .NET  Enterprise  Server  family, 
all  Microsoft  software  is  designed  to  help  you  quickly  meet  today's  business 
challenges.  Visit  microsoft.com/business  Software  for  the  Agile  Business. 

ALLSTATE  had  to  build  an  Internet  distribution  channel  under  an  aggressive 
deadline  that  left  some  on  Wall  Street  skeptical.  Using  enterprise  software  from 
Microsoft,  they  created  a  new  quote-and-buy  Web  solution  from  scratch  and 


crosoft  Corporation  All  rights  reserved.  Microsoft  and  Windows  are  either  registered  trademarks  or  trademarks  of  Microsoft  Corporation  tn  the  United 
/or  other  countries.  Allstate  is  a  registered  service  mark  of  Allstate  Insurance  Company. 
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With  two  Super  Bowl  wins  and  a  new  stadium 
that  will  mint  money,  Pat  Bowlen's  Denver 
Broncos  have  joined  the  NFLs  financial  elite. 

BY  KURT  BADENHAUSEN  AND  LESLEY  KUMP 

MB  HE  DENVER  BRONCOS'  OWNER,  PAT  BOWLEN,  IS 
boastful  about  his  players  these  days.  "We're 
going  to  win  19  games,"  he  predicts.  That  would 
H     be  a  perfect  season.  Not  since  the  1972  Miami 
H     Dolphins  has  any  National  Football  League  team 
done  that. 

He  has  something  else  to  be  much  more  smug  about:  his 
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lease.  The  Broncos  are  moving  into  Inves 
Field  at  Mile  High,  a  spanking  new  $401  m 
lion  stadium  paid  for  largely  by  taxpay< 
(see  chart,  p.  84).  For  putting  in  only  $1 
million  of  the  construction  cost,  Bowlen  g 
the  lion's  share  of  the  loot:  potentially  more  than  $40  milli' 
a  year  from  suites,  club  seats,  concession  stands,  parking  a 
stadium  advertising  (including  $3  million  a  year  from  I 
vesco).  For  their  $301  million,  the  taxpayers  get  $3  millioi 
year  from  Invesco  and  a  place  to  host  rehearsal  dinners  a: 
bar  mitzvahs,  in  addition  to  Bronco  games. 

The  lopsided  stadium  lease  is  one  big  reason  we  can  c 
Bowlen  a  rich  man.  We  estimate  that  the  value  of  his  team 


PPI 


After  over  40  years  of  building  some  of  the  world's 
most  innovative  cars  and  trucks,  Nissan  is  breaking 
Dund  once  again.  This  time  in  Canton,  Mississippi,  with  the  construction 
-and-new,  leading-edge  assembly  plant.  This  plant  will  have  the 


increasing  demand  for  Nissan  products  in  North  America.  Of  course,  along  with 
creating  some  of  the  world's  most  impressive  vehicles,  this  Nissan  plant  will  also 
create  an  impressive  number  of  jobs-potentially  4,000-as  well  as  provide 
a  catalyst  for  further  economic  development  in  Mississippi.  In  other  words, 


ty  to  build  some  250,000  Nissan  full-size  trucks,  full-size  sport  ^ — Mississippi's  helping  Nissan  leave  everyone  else  in  the  dust.  For  more  infor- 
rehicles  and  the  next  generation  Nissan  minivan.  All  to  meet  the  |§SUSSAIUj  mation  on  this  historic  partnership,  visitwww.mississippiandnissan.com 


U.S.-built  Nissans  consist  of  domestic  and  globally  sourced  parts.  Nissan  is  a  Nissan  trademark.  ©2001  Nissan  North  America.  Inc. 


TEAM  VALUATIONS  I  FOOTBALL 

$540  million,  seventh  in  the  league  and  seven 
times  what  he  paid  for  it  in  1984.  Also  relevant  to 
the  value:  those  players.  Cashing  in  on  two  recent 
Super  Bowl  victories  (1997  and  1998)  and  32 
seasons  of  consecutive  sellouts,  the  Broncos  will 
have  little  trouble  filling  the  76,000  seats  at  In- 
vesco  Field.  A  season  ticket  (ten  games)  at  the 
club  level  at  the  50-yard  line  will  cost  you  $3,000 
if  you  can  get  it.  A  64-seat  party  suite  costs 
$26,000  per  game. 

Bowlen  is  careful  not  to  be  too  boastful  over 
the  deal  he  got  from  Denver's  taxpayers.  Says  he, 
"We  needed  a  new  stadium  from  a  revenue  stand- 
point as  well  as  from  a  fan-comfort  standpoint. 
We're  closing  the  revenue  gap  with  teams  like 
Washington." 

He  will  no  doubt  plow  back  some  of  the  sta- 
dium's revenue  onto  the  gridiron.  While  the  NFL 
has  a  salary  cap  ($62  million  per  team  last  season), 
owners  can  end-run  the  cap  to  a  degree  by  front- 
loading  multiyear  contracts  with  signing  bonuses. 
Note  that  under  the  salary-cap  rules  the  signing 
bonus  is  spread  evenly  over  the  stated  life  of  the 
contract,  even  though  everybody  knows  that  up- 
front dollars  are  worth  more  than  back-end  dol- 
lars. This  season  Bowlen  inked  quarterback  Brian 
Griese  to  a  six-year,  $38  million  deal,  $12.6  million 
of  which  was  a  signing  bonus. 

Bowlen  isn't  the  only  team  owner  who  is  up- 
grading. During  the  past  five  years  nine  football 
teams  have  moved  into  new  stadiums;  over  the 
next  five  years  at  least  six  more  NFL  teams  will 
have  new  homes.  That  will  help  ticket  sales  but 
could  do  some  indirect  damage  to  the  NFL  as  a 
whole.  Right  now  80%  of  the  league's  $3.9  bil- 
lion in  revenue  is  divided  almost  evenly  among 
the  31  teams,  contributing  to  a  near-even  match 
in  the  bidding  for  players.  That  makes  games 
more  exciting.  But  as  owners  move  into  new  sta- 
diums, a  larger  fraction  of  the  sport's  revenues 
comes  from  suites  and  stadium  sponsorships,  and 
those  revenues  are  not  shared.  Just  as  important: 


Suite  Deals 

These  teams  are  among  the  NFL's  financial  elite:  They  play  in  new,  cash-rich 
stadiums  largely  financed  by  taxpayers  and  are  among  the  8  most  valuable. 

Invesco       DENVER  BRONCOS 

ll     at  Mile  High     CURRENT  VALUt.  $ 54 0  tTl  1 1 1 101 

Patrick  Bowlen  owner  lU 

STADIUM  CO:  ^SPS* 

While  playing  in  Mile  High 
Stadium  the  Broncos  didn'i 
get  a  dime  from  club  seats, 

STADIUM 
REVENUE1 

$40 

COST  TO 

TAXPAYERS  C^^^V^ 
$301      L  NJBPT^ 

concessions  or  parking.  At 
Invesco  Field  this  season,  a 
revenues  will  go  to  the  tear 

k  Cleveland  CLEVELAND  BROWNS! 

■J         Stadium  CURRENT  VALUE:  $  5  9  8  tTl  1 1 1 I 0  ft| 

Alfred  Lerm 

STADIUM  COST 

$300 

3r/0WNER          The  Browns  have  won 
COST  TO  OWNER    only  5  games  during  the     d|  fiftfM 
$  7  9         past  2  seasons,  but  their  ^^^^^^^Bfl 
COST  TO        148  suites  and  8,754  club  ■AjB^,"fl 
seats  make  them  big                %  ^  Ik 
$221       winners  off  the  field.  Ifl 

STADIUM 
REVENUE1 

$45 

Ik, 


PSINet     BALTIMORE  RAVENS 

SKMm"  «™u,E$544  million 


:  . 


Arthur  Modell  -owner 


STADIUM  COST 

$240 


STADIUM 
REVENUE1 

$30 


COST  TO  OWNER 

$34 


COST  TO 
TAXPAYERS _ 

$206 


Naming-rights  sponsor 
PSINet  filed  for  bankruptcy 
H  but  has  already  paid  the 
^1  Super  Bowl  champions  $17 
million  and  is  reviewing  its 
agreement  with  the  Ravens, 


^delphia^  TENNESSEE  TITANS 

KE  Mfc'£U(ffiE.NT  VALUE  $536  million 


Kenneth  Adams  Jr/owNER 

STADIUM  COST2 

COST  TO  OWNER 

$292 

$72 

STADIUM 

COST  TO 

RFVFNIIE1 

TAXPAYFRS 

$30 

$220 

highest  ticket  prices  in 
the  NFL.  "Bud"  Adams' 
$25,000  investment  for 
the  team  in  1959  has  in- 
creased 27%  annually. 

All  figures  in  millions.  'Estimated  annual  revenue  from  luxury  suites,  club  seats  and  advertising. 

includes  relocation  costs. 


Football  Follies 

During  its  recent  litigation  with  Oakland  Raiders 
owner  Al  B.  Davis,  the  NFL  provided  the  court  with 
financial  statements.  The  accounting  used  to  compile 
the  figures — released  by  league  executives — shows  why  the 
public  should  not  take  profit  or  loss  figures  bandied  about 
by  NFL  Commissioner  Paul  Tagliabue  too  seriously. 

For  example,  the  Buffalo  Bills  show  $7.8  million  in  sta- 
dium expenses  even  though  their  lease  stipulates  Erie 
County  assumes  all  costs  of  maintaining  the  facility,  in- 


cluding all  game-day  expenses. 

Of  course,  there  is  even  more  at  stake  when  a  team  ha 
a  lucrative  venue.  The  Dallas  Cowboys  show  only  $11.! 
million  in  suite  revenues.  Yet  Texas  Stadium  has  380  suite 
that,  we  estimate,  generated  $31.9  million  in  1999.  And  th< 
Miami  Dolphins  show  only  $  1 .9  million  in  suite  revenues 
But  the  team,  which  has  183  suites  that  leased  for  betweei 
$55,000  and  $150,000  in  the  1999  season,  raked  in  an  esti 
mated  $15  million  in  suite  revenues.  The  Cowboys  an< 
Dolphins  park  most  of  their  suite  revenues  in  separate  en 
tities  controlled  by  their  teams'  owners.  Get  real,  Com 
missioner  Tagliabue.  — Michael  K.  Ozaniai 
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C  R  YSTAL  LIQUID 


hirds  of  our  world  is  covered  by  water,  which  increasingly  becomes 
;ed.  Now  Hitachi's  unique  purification  systems  are  hard  at  work  restoring 
to  their  natural  condition,  making  them  a  picture  of  crystal  purity.  And 
find  yet  another  type  of  crystal  purity  in  Hitachi  TFT  LCDs.  With  their 
Dtionally  wide  viewing  angle  and  stunningly  clear  images,  they  redefine  what 
D  should  be.  From  cleaner  water  to  a  clearer  view,  improving  the  quality 
2  is  the  inspiration  from  Hitachi.  Visit  Hitachi  on  the  web  and  see  how 
!  inspiring  the  next  with  our  advanced  technologies  and  innovative  solutions. 


HITACHI 

Inspire  the  lMext 


global.hitachi.com/inspire 


TEAM  V AJUJ AT JDiiSl FOOTBALL 


There  is  a  wide  disparity  in  how  much  the  different  team 
owners  contribute  to  stadium  costs. 

The  Tennessee  Titans,  Cleveland  Browns  and  Baltimore 
Ravens  paid  almost  nothing  for  their  new  stadiums;  tax- 
payers agreed  to  foot  the  bill.  In  contrast,  the  New  England 
Patriots  and  Philadelphia  Eagles,  scheduled  to  move  into 
new  stadiums  within  the  next  two  years,  are  paying  most 

Size  Doesn't  Matter  


of  their  real  estate  costs  themselves. 

Says  team  valuation  expert  Marc  Ganis,  presiden 
Sportscorp  in  Chicago,  "The  conventional  wisdom  is  t 
when  all  the  teams  eventually  get  new  stadiums,  it  will 
crease  economic  parity  in  the  league.  But  the  reality  of 
NFL  is  that  the  gap  between  the  haves  and  have-not 
going  to  widen." 


In  the  National  Football  League,  most  of  the  richest  teams  do  not  play  in  big  markets. 


RANK 

FRANCHISE/PRINCIPAL  OWNERS  (YEAR  ACQUIRED) 

CURRENT1 
(SMIL) 

1-YEAR 
CHANGE 

ANNUALIZED 
CHANGE2 

DEBT/ 
VALUE3 

REVENUES 
(SMIL) 

0PERATII 
INC0M 

(SMIL 

1 

92 

Washington  Redskins/Daniel  Snyder  (  99) 

$796 

7% 

3% 

77% 

$194 

$76.C 

2 

Dallas  Cowboys/Jerral  Jones  ('89) 

743 

•  

4 

14 

8 

181 

56.^ 

3 

Cleveland  Browns/Alfred  Lerner  ('98) 

598 

7 

4 

17 

153 

26.: 

4 

Tampa  Bay  Buccaneers/Malcolm  Glazer  ('95) 

582 

10 

20 

24 

146 

35.J 

5 

Carolina  Panthers/Jerry  Richardson  ('93) 

574 

12 

14 

22 

144 

30.C 

6 

Baltimore  Ravens/A.  Modell  ('61),  S.  Bisciotti  ('00) 

544 

13 

13/NA 

28 

139 

-0./ 

7 

Denver  Broncos/Patrick  Bowlen  ('84) 

540 

15 

12 

33 

115 

5.f 

8 

w. 

Tennessee  Titans/Kenneth  Adams  Jr.  ('59) 

536 

6 

27 

10 

134 

41.E 

9 

New  England  Patriots/Robert  Kraft  ('94) 

524 

13 

19 

60 

128 

-3.7 

10 

>: 

Miami  Dolphins/Wayne  Huizenga  ('93) 

508 

8 

18 

63 

141 

6J 

11 

Jacksonville  Jaguars/Wayne  Weaver  ('93) 

500 

9 

12 

40 

132 

21.1 

12 

m 

Cincinnati  Bengals/Michael  Brown  ('66) 

479 

13 

13 

14 

120 

14.J 

13 

Pittsburgh  Steelers/Daniel  Rooney  ('35) 

468 

13 

20 

24 

109 

-9.C 

14 

.  *  ■ 

St  Louis  Rams/Georgia  Frontiere  ('72) 

448 

7 

12 

4 

124 

25.2 

15 

Seattle  Seahawks/Paul  Allen  ('97) 

440 

8 

23 

29 

110 

-16* 

16 

Detroit  Lions/William  Ford  ('63) 

423 

12 

13 

24 

109 

-9.7 

17 

si 

New  York  Jets/Robert  Johnson  ('00) 

423 

10 

NA 

24 

121 

17.] 

18 

San  Francisco  49ers/Denise  DeBartolo  York  ('77) 

419 

10 

16 

18 

120 

26.] 

19 

m  ,m 

New  York  Giants/W.  Mara  ('25),  P.  Tisch  ('91) 

419 

8 

19/11 

23 

120 

19.; 

20 

well  I  wicgu  wl  icsi  gel  o/  niCA  yjyjai  iuo  y  o*ry 

416 

R 

-L  o 

21 

.  ,-.\m 

fxctllodd  Oily  ONItlb/  Ldlllal  nUfll  1  all  Illy  1  UUI 

41  9 
tit 

1  9 

97 

c 

1  9^ 

ICC 

22 

Philadelphia  Eagles/ Jeffrey  Lurie  ('94) 

405 

23 

12 

37 

116 

6.7 

23 

Buffalo  Bills/Ralph  Wilson  ('59) 

393 

8 

26 

14 

123 

14.E 

24 

IS}. 

Green  Bay  Packers/community  owned  ('21) 

392 

16 

NA 

5 

119 

25 

New  Orleans  Saints/Thomas  Benson  ('85) 

371 

14 

11 

20 

116 

-7.t 

26 

Indianapolis  Colts/James  Irsay  ('72) 

367 

10 

12 

25 

118 

-2A 

27 

•  <  ■ 

Chicago  Bears/Virginia  McCaskey  ('20) 

362 

14 

20 

55 

113 

3.C 

28 

m 

Oakland  Raiders/Allen  Davis  ('66) 

351 

12 

25 

6 

117 

13.2 

29 

Minnesota  Vikings/Billy  Joe  McCombs  ('98) 

346 

7 

11 

35 

112 

13.E 

30 

y. 

Arizona  Cardinals/William  Bidwill  ('32) 

342 

12 



14 

18 

107 

5.] 

31 

Atlanta  Falcons/Taylor  Smith  ('65) 

338 

5 

11 

6 

113 

5.C 

m 

League  averages 

466 

 1 

11 

15 

25 

127 

14.E 

Revenues  and  operating  income  are  for  2000  season.  'Value  of  team  based  on  current  stadium  deal  (unless  new  stadium  is  pending),  without  deduction  for  debt  (other  than  ! 
'Current  team  value  compared  with  price  owner  paid  for  team.  'Includes  stadium  debt.  'Earnings  before  interest,  taxes  and  depreciation.  NA:  Not  applicable. 
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Check  out  our  expanded  table  of  NFL  teams  at  www.forbes.com/football. 
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and  reliability.  Two  things  we  all  want,  and  two  things  Hitachi  delivers, 
id  over.  They1  re  what  give  the  Bullet  train  its  legendary  performance 
fety,  even  at  speeds  up  to  177mph.  They're  also  built  into  our  semi- 
tors  such  as  the  high-performance  microprocessor,  Super  H.  So  you 
Dcess  and  store  your  valuable  and  irreplaceable  data  at  the  highest 
»  with  total  confidence.  Whether  we're  transporting  you  or  y 
ou  can  always  count  on  Hitachi  for  speed  and  reliability.  Hitachi 
d  to  make  life  better.  Visit  Hitachi  on  the  web  and  see  how  we're 
ig  the  next  with  our  advanced  technologies  and  innovative  solutions 


HITACHI 

Inspire  the  IMext 

http://global.hitachi.com/inspire/ 


Insights  By  Peter  Huber 


The  Four-Hour  Energy  Crisis 


TWO  SPRAWLING  PUBLIC  NETWORKS— POWER  LINES 
and  highways — account  for  70%  of  all  the  primary 
fuel  we  burn.  Rather  than  meddle  with  the  effi- 
ciency of  our  private  cars  and  air  conditioners,  the 
authorities  should  focus  on  better  traffic  manage- 
ment in  these  effectively  public  spaces  that  we  use  collectively. 

In  terms  of  average  daily  demand,  we  have  plenty  of  boil- 
ers, turbines  and  power  lines  to  supply  electrons  to  our 
toasters.  The  crises  hit  during  four  afternoon  hours  on  hot 
days,  when  air  conditioners  kick  in  and  loads  peak.  It's  much 
the  same  on  the  road:  We've  got  plenty  of  asphalt,  except  for 
four  horrible  hours  a  day, 
when  engines  idle  in  gridlock. 
It's  a  four-hour  energy  crisis 
out  there.  The  rest  of  the  day, 
we're  cruising. 

The  four-hour  mess  is 
mainly  the  government's  fault. 
Utility  regulators  prescribe 
residential  rates  that  don't  dis- 
tinguish between  4  p.m. 
power  and  the  4  a.m.  alterna- 
tive. Access  to  the  roads  is 
hardly  priced  at  all;  where 
there  are  tolls,  they  almost 
never  distinguish  rush  hour 
from  the  rest  of  the  day.  When 
the  authorities  fail  to  price 
networks  intelligently,  black- 
outs and  gridlock  exact  their  own  tolls. 

The  problem  gets  characterized  in  several  different  ways. 
Too  many  cars  or  toasters,  too  inefficient  in  their  design,  is 
one  description.  This  suggests  we  must  fix  the  largely  private 
choices  that  consumers  make  at  their  end  of  the  line.  Not 
enough  asphalt  or  grid  is  a  second.  This  suggests  more  pub- 
lic spending  on  new  infrastructure  to  carry  the  peak-load 
traffic.  Political  nannies  like  the  first  solution.  Political  pork- 
ers, the  second. 

The  third  option  is  smarter  management  of  the  public 
space,  the  network  itself.  As  transponders  and  cameras  replace 
coin  baskets  and  paper  tickets  at  toll  booths,  it  is  a  natural  to 
upgrade  from  flat-rate  pricing  to  congestion  pricing  of  high- 
ways! On  the  electric  side,  two-way  telecom  capabilities  built 
into  electric  meters  are  replacing  the  antiquated  system  of 
human  meter  readers  pounding  the  pavement  once  a  month. 
Once  the  communicative  cash  registers  are  in  place,  it's  easy 


Once  the 
communicative 
cash  registers  are 
in  place,  it's  easy 

to  set  smart 
prices,  Just  push 
prices  up  4  hours 
a  day  and  down 
the  other  20. 


to  set  smart  prices. 

Nothing  very  complical 
is  needed — just  push  prices 
4  hours  a  day,  and  down  I 
other  20.  And  keep  pushing 
both  ways,  on  a  revenue-n< 
tral  basis — until  the  cong 
tion  abates.  Singapore,  S 
Diego  and  Toronto  all  have  I 
roads  on  which  rates  are  rai; 
during  rush  hours.  San  Dieg 
tolls  can  change  every  six  m 
utes.  Baltimore  Power  and  Puget  Sound  Energy,  among  a  I 
other  electric  utilities,  have  time-of-use  pricing  for  residen 
customers.  And  peak/off-peak  pricing  plans  are  routi 
among  wireless  and  long-distance  phone  companies. 

Nannies  and  porkers  alike  complain  that  such  schemes 
unfair  to  working  stiffs,  who  can't  easily  change  the  rhyth 
of  their  daily  lives.  In  response,  doleful  economists  typia 
ramble  on  about  how  much  more  efficient  it  is  to  alloc 
scarce  resources  to  those  most  willing  to  pay.  They  should 
a  lot  more  upbeat  than  that.  In  these  technological  times  s< 
sible  pricing  will  mobilize  a  raft  of  new  technologies  that  \ 
improve  productivity  and  the  quality  of  life  all  around. 

Cooling,  for  example,  can  be  stockpiled — for  an  hour 
so,  with  thermostats  smart  enough  to  get  a  jump  on  the  el 
trie  rush  hour,  or  around  the  clock  with  more  elabor 
water-  or  ice-based  thermal  reservoirs.  Up  to  a  point  cc 
sumers  can  time-shift  electricity  itself,  using  batteries  a 
other  storage  devices.  Freight-moving  trucks  and  vans 
the  highways  can  readily  be  nudged  toward  off-peak  hoi 
Full-time  telecommuting  remains  impractical,  but  techn 
ogy  has  certainly  advanced  enough  to  create  an  hour  or  t 
of  flexibility  in  many  office  workers'  schedules. 

And  even  small  nudges  will  have  big  payoffs.  Highv 
gridlock  feeds  on  itself:  Slowdown  causes  still  more  slowdov 
until  nothing  moves  at  all.  There's  a  similar  effect  on  pov 
lines — peak  loads  heat  up  wires,  raising  their  resistance, 
they  heat  up  still  more.-  Peak-flattening  incentives  work  i 
same,  self-amplifying  magic  in  reverse.  Even  when  they  st 
revenue-neutral,  they  lead  to  much  more  efficient  use  of  n 
work  resources.  Over  time,  that  pushes  average  prices  dow 
The  Bush  Administration's  energy  crew  is  led  by  pra< 
cal  people  interested  in  serious  solutions.  There's  a  techn 
ogy-centered,  market-centered  agenda  lurking  here  to 
network  problems  in  the  public  sphere. 


PVlfllP^  I  Pe,er  Huber'  a  Mannaftan  Institute  senior  fellow,  is  the  author  of  Hard  Green:  Saving  the  Environment  From  the  Environmentalists  and 
I  the  Digital  Power  Report.  Find  past  columns  at  www.forbes.com/huber. 
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ON  THF,  DOCKET 


BY  ASHLEA  EBELING 


Publicity  Shy 

Why  it's  okay  to  sell  prints  of  Tiger 
Woods  but  not  of  the  Three  Stooges. 

TIGER  WOODS  DOESN'T  WANT  HIS  PORTRAIT 
painted.  Rosa  Parks  doesn't  want  a  song  named 
after  her.  The  heirs  of  the  Three  Stooges  don't  want 
their  mugs  on  T  shirts.  Their  weapon?  Right-of- 
publicity  laws,  which  give  people  the  right  to  con- 
trol the  use  of  their  identity.  The  laws  were  meant  to  apply  to 
commercial  uses — that's  why  General  Mills  needs  permis- 
sion to  put  Michael  Jordan  on  Wheaties  boxes. 

But  now  celebrities  and  their  heirs,  flush  with  success 
against  advertisers,  are  mounting  a  legal  offensive  against 
unauthorized  non-advertising  uses  of  their  images,  such  as  on 
T  shirts  or  in  magazines.  So  far  courts  are  sharply  divided.  The 
issue:  Does  the  right  of  celebrities  to  control  their  images 
trump  the  First  Amendment  right  of  artists  and  media  com- 
panies to  free  speech? 

In  the  latest  big  celebrity  win,  the  California  Supreme 
Court  ruled  in  June  against  portrait  artist  Gary  Saderup.  He 


sold  prints  and  T  shirts  bearing  a  charcoal  image  of 
Stooges.  Isn't  this  just  an  artist  at  work?  Not  to  the  coi 
which  turned  art  critic  and  said  Saderup's  work  is  not  "tra 
formative,"  but  merely  a  "literal,  conventional"  depiction  t 
exploits  the  Stooges'  fame.  Yet  a  celebrated  portrait  artist  1 
Andy  Warhol  might  not  face  the  same  fate,  the  court  si 
gested,  saying  his  "ironic  social  comment"  goes  beyond  co 
mercial  exploitation. 

Saderup,  who  is  asking  the  U.S.  Supreme  Court  to  hear 
case,  was  ordered  to  give  up  all  $75,000  in  profits  to  the  Th 
Stooges  heirs  and  pay  $150,000  to  their  lawyers  (one  of  whc 
incidentally,  is  a  Curly  heir). 

The  bigger  the  celebrity,  the  bigger  the  potential  awa 
Actor  Dustin  Hoffman,  apparently  awing  a  starstruck  Calif 
nia  federal  judge,  won  $3  million  in  1999  in  a  case  against 
Angeles  Magazine.  Calling  Hoffman  "one  of  our  country's 
ing  treasures,"  Judge  Dickran  Tevrizian  was  upset  that  edit 
had  superimposed  new  clothing  on  his  Tootsie  character  ft 
fashion  spread. 

Is  this  really  commercial  exploitation?  An  appellate  co 
didn't  think  so,  and  in  July  it  threw  out  the  award,  ruling  t 
the  spread  was  a  protected  combination  of  fashion  photog 
phy,  humor  and  editorial  comment. 

It's  not  only  big-name  celebrities  that  get  bent  out  of  sha 
Last  year  a  runaway  jury  awarded  $24.5  million  to  a  reti 
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The  next  breakthrough  in  imageRUNNER. 
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ey  player,  Tony  Twist,  an  "enforcer"  on  the  ice  whose 
[ties  easily  surpassed  his  goals.  Twist  had  sued  the  creator 
;  Spawn  comic  book  series  over  a  Mafia  enforcer  charac- 
imed  Antonio  Twistelli,  a.k.a.  Tony  Twist.  A  judge  set  aside 
ward,  reasoning  that  there  was  no  commercial  value  to 
Titer's  use  of  the  name.  Twist  has  appealed.  Time  Warner 
-IBO,  which  were  also  sued  because  they  aired  a  series 
I  on  Spawn,  settled  during  trial. 

elebrities  don't  give  up  easily.  Tiger  Woods  sued  an 
ama  sports  artist,  Rick  Rush,  for  selling  prints  enti- 
'Masters  of  Augusta,"  with  Tiger  posed  in  the  center 
e  end  of  a  swing.  (The  original  oil  painting  sold  for 
)00.)  An  Ohio  federal  judge  decided  the  prints 
art,  protected  as  free  speech.  Woods  is  appealing, 
ed  by  heavy- 
its  including  the 
anal  Football 
ue  Players  Asso- 
m  and  the  estates 
vis  Presley  and 
Wayne. 

asa  Parks  sued  the 
roup  Outkast  in 

Bogey  for  Woods; 
die  for  the  Stooges. 


federal  court  in  Michigan  for  a  profanity-laden  song  entitled 
"Rosa  Parks."  Like  Woods,  she  lost  on  free  speech  grounds  at 
the  trial  court  Then  she  hired  celebrity  lawyer  Johnnie  Cochran 
to  argue  her  pending  appeal. 

One  reason  for  conflicting  cases  is  that  there  isn't  just  one 
law  on  the  right  of  publicity.  There  are  state  statutes,  state 
common  law  and  the  federal  Lanham  Act,  which  can  be  used 
to  pursue  claims  of  false  endorsement.  In  New  York  your  pub- 
licity rights  die  when  you  do.  But  in  California  your  heirs  can 
sue  for  up  to  70  years  after  you  die.  In  Nevada  an  exception  for 
live  shows  protects  Elvis  impersonators.  But  in  New  Jersey 
Elvis'  heirs  won  against  a  performer. 

Unless  the  Supreme  Court  clears  up  the  battle,  artistic  por- 
trayals of  celebrities  will  remain  rolls  of  the  dice.  F 
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the  know-how  to  bring  office  documents  to  a  colorful  new  level. 


C'cUIOII  KNOW  HOW 


N  CASE  YOU  MISSED  THIS  SEA- 
son's  hysterics  on  the  sports 
pages,  Major  League  Base- 
ball's problem  is  balls  and 
strikes.  The  umpires  are  not 
calling  them  properly.  A  tech- 
nological solution  is  at  hand, 
but  the  forces  that  be  in  baseball 
will  prevent  its  adoption. 

Major  League  umpires  have 
great  jobs.  Their  pay  begins  at  a 
shade  over  $100,000  a  year  for 
seven  months'  work.  They  have 
steady  increases  with  seniority 
and  extras  for  postseason  play. 
They  have  a  strong  union  and 
near-total  job  security.  They  get 
to  appear  on  national  televi- 
sion, where  the  fans  of  America 
can  see  them  recurrently  call 
strikes  on  pitches  well  off  the 
plate,  and  call  balls  on  pitches 
no  higher  than  the  batter's 
navel.  Witness  the  TV  commen- 
taries wherein  you  are  sooth- 
ingly told  that  differences  from 
one  guy  to  the  next  are  really 
okay,  so  long  as  each  ump  is 
consistent  in  his  calls. 

That's  okay?  Can  one  imag- 
ine a  linesman  at  Wimbledon 
being  allowed  to  consistently 
call  "out  balls"  in?  Yet  the  umps 
go  on  miscalling  pitches  even 
as  the  commissioner's  office 
confronts  them  with  a  new 
technology  that  unambigu- 
ously differentiates  between  balls  and 
strikes. 

The  technology,  called  PitchTrax, 
was  developed  by  a  small,  over-the- 
counter-listed  company  named 
QuesTec,  in  Deer  Park,  N.Y.  Using  cam- 
eras mounted  on  both  the  third-base 
and  first-base  sides  of  the  playing  field, 
the  system  establishes  multiple  tracking 
points  that  capture  the  speed,  place- 
ment and  curvature  of  a  pitch  as  it 
moves  through  space,  and  compares 
that  trajectory  to  the  strike  zone  appro- 
priate to  each  batter. 

For  the  moment  the  device  is  used 
only  to  train  umpires.  But  why  stop 
there?  Why  not  upgrade  it  to  an  auto- 
matic pitch-calling  system  that  would 


Kill  the  Umps 


but  the  ensuing  argument- 
culminated  in  a  union  gri 
ance — made  it  clear  that  I 
was  saying  it  had  data  show 
many  umps  were  calling 
few  strikes,  especially  at 
high  end  of  the  strike  zone, : 
that  this  led  to  higher  pi 
counts  and  longer  gan 
Alderson  said  his  office  wo 
expect  an  average  of 
pitches  per  game  if  calls  w 
correct,  down  from  the  th 
current  285. 

My  own  analysis,  based 
total  ball  and  strike  calls  b) 
umpires  working  Major  Lea 
games  as  of  late  August,  she 
that  pitch  counts  still  aver 
285.  But  individual  umpi 
averages  were  all  over  the 
from  a  low  of  262  to  a  higl 
312.  Alderson  is  clearly  cor 
in  relating  high  pitch  count 
less  frequent  strike  calls. ' 
correlation  between  numbe 
pitches  in  a  game  and  perc< 
age  of  pitches  called  strike 
significantiy  negative,  at  -0. 

The  umpires  were  also 
over  the  lot  in  the  percent 

The  time  has  come  for  baseball  to  stop  of  pitches  called  smkes-r 


dithering  and  take  on  the  umpires. 
We  have  the  technology  to  do  it. 

BY  DAN  SELIGMAN 


take  the  umps  out  of  this  business?  Ed- 
ward Plumacher,  the  founder  of 
QuesTec,  hastens  to  say  that  he  person- 
ally is  not  proposing  any  such  revolu- 
tionary decision,  which  would  mani- 
festly have  to  be  made  by  MLB  itself. 
And  MLB's  official  position,  as  rendered 
by  the  commissioner's  office,  is  that  the 
umpiring  function  is  a  cherished  part 
of  the  game's  traditions  and  not  to  be 
tampered  with. 

Umpire  accuracy  seems  to  be  a  sore 
point.  This  summer  Richard  (Sandy) 
Alderson,  MLB's  executive  vice  presi- 
dent for  baseball  operations,  took  heavy 
flak  for  sending  out  e-mails  to  umpires 
demanding  better  strike  calls.  The  text 
of  his  messages  has  never  been  released, 


the  range  was  from  59°/c 
65%.  In  any  one  game  a 
thing  is  possible,  obviou 
But  variations  like  these,  a^ 
aged  over  many  games, 
strong  statistical  evidence  of  rule  a 
lations  by  many  umpires. 

Unfortunately  for  Alderson,  the 
mand  for  more  strike  calls  was  a  pu 
relations  fiasco.  The  umpires  clair 
that  they  were  being  asked  for  pit 
count  "quotas,"  which  would  unc 
mine  the  game's  integrity,  and  insi: 
on  the  right  to  call  pitches  as  their  c 
science  dictated.  The  media  bou 
heavily  into  this  line,  MLB  quk 
denied  that  high  pitch  counts  woulc 
held  against  umpires,  and  the  unioi 
that  point  claimed  victory  and  ca] 
off  the  grievance. 

Likely  outcome:  More  years  of  lo 
cails  at  the  plate.  The  Luddites  are  m 
ning  this  game. 
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DVDs  on  Demand 

Just  hauling  goods  across  the  ocean  is  no  way 
to  make  money.  But  Neptune  Orient  can  make 
money  figuring  out  when  and  where  to  haul. 


From  China  to  Chicago  in  24  easy  steps:  Flemming  Jacobs  finds  new  business  for  the  old  APL  line 


BY  ANDREW  TANZER 

THERE'S  IRONY  IN  OAKLAND, 
Calif.-based  American  Presi- 
dent Lines'  surging  position 
in  the  high-growth  business 
of  international  logistics. 
When  1 50-year-old  APL  was  acquired 
for  $825  million  by  Singapore's  Nep- 
tune Orient  Lines  in  1997,  it  nearly  tor- 
pedoed the  Asian  containerized  ship- 
per. Neptune's  purchase  of  a  company 
twice  its  size  came  on  the  eve  of  the  re- 
gion's financial  crisis.  "It  was  a  pretty 
brave  move,"  Flemming  Jacobs,  Nep- 
tune's chief  executive,  says  dryly. 

Indebted  Neptune,  Singapore-listed 
and  one-third  owned  by  the  city-state's 
government,  piled  up  losses  of  $420  mil- 
lion in  1997-98.  Assets  such  as  the  head- 
quarters building  went  overboard.  In 
1999  Singapore  hired  Jacobs  away  from 
shipping  rival  Maersk  Sealand. 


The  58-year-old  Dane  has  engi- 
neered a  remarkable  turnaround.  In 
2000  Neptune's  aftertax  earnings  surged 
90%  to  $178  million  on  sales  of  $4.7  bil- 
lion. But  Jacobs'  ambitions  involve  more 
than  just  righting  the  ship.  He's  at- 
tempting to  transform  one  division  of 
venerable  APL  (Neptune  kept  the  Amer- 
ican liner's  stronger  brand  name)  into 
a  global  origin-to-destination  logistics 
company  in  which  managing  and  track- 
ing inventory  are  as  important  as  haul- 
ing cargo  over  the  seas.  "We're  moving 
from  an  internal  focus  on  ships  and 
containers — heavy  metal — into  becom- 
ing an  integral  part  of  our  customers' 
business,"  he  explains.  "This  leopard  is 
changing  its  spots." 

The  first  challenge  is  to  keep  the 
core  container  shipping  business  (80% 
of  Neptune's  revenues)  on  an  even  keel. 
This  is  no  easy  matter.  Container  ship- 


ping has  traditionally  b 
one  of  those  peculiar  ind 
tries — airlines  is  anothe 
where  strong  demand  fc 
vital  service  (in  the  case  of 
ers,  growing  twice  as  fas 
world  GDP)  somehow  doe 
translate  into  consistent  p 
itability.  Where  fixed  cap 
costs  are  high,  price  wars  a 
constant  hazard.  Anot 
problem  is  that  carriers 
often  competing  with  li 
that  get  government  subsii 
or  protection. 

Jacobs  thinks  the  indust 
fundamentals  are  improv 
There's  a  wave  of  consoli 
tion:  Witness  Maersk's  acqi 
tion  of  Sealand,  Neptui 
purchase  of  APL  and 
Anglo-Dutch  merger  of  I 
with  Nedlloyd.  With  the 
portant  exception  of  Chii 
Cosco,  governments  have 
ited  the  business. 

The  U.S.'  Ocean  Shipp 
Reform  Act,  passed  in  J 
1999,  gives  liners  greater  fl 
bility  in  negotiating  rates  v 
shippers  and  balancing  eqi 
ment  on  the  big  transpa< 
routes.  Before  this  law 
passed,  APL  had  to  work  through 
cartel-like  shipping  conferences 
compete  for  every  shipment  on 
spot  market.  Now  it  can  sign  long-t( 
contracts — 60%  to  80%  of  busine; 
done  with  contracts  now — with  si 
pers,  moving  from  a  transaction  to  £ 
lationship  basis. 

A  42-year  shipping  veteran,  Jac 
notes  it's  still  hard  to  raise  price 
the  liner  business.  Solution:  "Our 
tire  culture  today  is  to  focus  on  co 
APL  mirrored  the  air  freight  indu 
in  allowing  shippers  to  track  tl 
goods'  movement  on  the  Interi 
About  35%  of  customers  tram 
business  on  APL's  HomePort  Web 
(compared  with  the  15%  industry 
erage),  which  handles  200,000  trs 
actions  a  month.  Kelly  Callahan, 
gistics  manager  for  New  Bala 
Athletic  Shoes,  says  APL's  site  is  the 
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dustry's  most  advanced. 

But  Jacobs  also  seeks  top-line 
growth.  Last  year  Neptune's  revenues 
from  logistics  surged  35%  to  $470  mil- 
lion and  should  nearly  double  to  $900 
million  this  year,  aided  by  acquisitions 
such  as  the  $210  million  purchase  of 
GATX  Logistics  in  Jacksonville,  Fla.  Prof- 
its from  logistics  (10%  of  sales  in  2000) 
are  targeted  to  match  those  from  con- 
tainer shipping  in  three  to  five  years. 

Management  of  supply  channels, 
still  handled  largely  by  would-be  cus- 
tomers in-house,  is  attractive  for  several 
reasons.  The  field  is  ten  times  the  size  of 
the  $80  billion  ocean  transport  business 
and  requires  less  capital.  You  don't  see 
price  wars.  So  logistics  stocks  enjoy 
higher  valuations. 

"It's  a  big,  wide,  wonderful  world 
out  there  for  people  in  the  [logistics] 
outsourcing  business,"  says  Richard 
Metzler,  Oakland-based  chief  executive 
of  APL  Logistics.  "The  race  now  is  to  see 
who  can  execute  the  best."  The  ocean 


Ad  dollars  were  wasted  on  products 
that  hadn't  even  reached  stores. 


lines  compete  with  logistics  companies 
that  own  fleets  of  airplanes,  like  Federal 
Express  and  UPS,  and  with  other  firms 
like  Exel  and  Ryder. 

Production-labor  costs  are  cheap  in 
China  and  Bangladesh,  but  consider  the 
complexity  of  managing  the  inventory: 
A  delivery  from  a  factory  in  Asia  to  an 
American  customer  such  as  Kmart  re- 
quires 15  to  24  APL  handoffs  at  links 
such  as  consolidators,  freight  for- 
warders and  customs  brokers.  The  Gap, 
another  big  APL  customer,  gets  mer- 
chandise from  500  factories  in  Asia.  Re- 
tailers seek  dependable  delivery  times 
but  also  want,  for  instance,  to  be  able  to 
divert  shipments  from  L.A.  to  Seattle 
while  they're  at  sea. 

Same  on  the  producers'  end.  Philips 
Electronics,  among  others,  was  forced 


to  pay  penalties  to  retailers  for  m( 
chandise  that  didn't  arrive  on  time,  i 
dollars  were  being  wasted  on  car 
paigns  for  products  that  hadn't  ev 
reached  store  shelves.  Hot  produi 
were  often  out  of  stock.  If  a  Best  B 
manager  wanted  to  track  down  a  shi 
ment  of  DVD  players  at  sea  or  on  lar 
Philips  couldn't  do  much  to  help, 
was  like  looking  for  a  needle  in 
haystack,"  avers  Steven  Holic,  who  ru 
global  logistics  projects  for  Philips  c 
of  White  Plains,  N.Y. 

After  a  two-year  study  Philips  hir 
APL  Logistics  for  its  global  lighting  a: 
consumer  electronics  divisions.  Ho 
says  in  one  instance  cycle  time  frc 
Asian  plants  to  U.S.  shoppers  has  be 
cut  from  21  days  to  17.  Annual  ha 
dollar  savings  to  Philips:  $500,000. 


The  Greener  ^ 


Aching  to  move  into 
sexier  business  lines, 
Westinghouse 
unloaded  its 
generator  operation. 
Siemens  got  a  steal. 

BY  KERRY  A.  D0LAN 

WHEN  MICHAEL  JORDAN 
took  control  of  Westing- 
house  Electric  in  1993,  he 
inherited  a  collection  of 
musty  industrial  opera- 
tions that  made  residential  security  sys- 
tems, electronic  parts  for  the  military  and 
dynamos  for  utilities.  He  wanted  to  be  a 
media  mogul.  So  he  bought  CBS  and  put 
the  workhorse  industrial  assets  up  for  sale. 

The  buyers  came  running.  In  Au- 
gust 1 998  German  industrial  conglom- 
erate Siemens  paid  $1.2  billion  in  cash 
for  Westinghouse  Power  Generation — 


TV  over  turbines:  former  Westinghouse 
chief  exec,  Michael  Jordan. 
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WHEN    WAS    THE    LAST   TIME  YOU 
HEARD    SOMEONE    SAY  "TRUST  ME 
AND    YOU   ACTUALLY  DID? 


INTEGRITY.    THAT'S    A    GOOD  POLICY. 


There  are  some  things  in  life  that  can  only  be  earned.  Some  things  that  can  only  be  felt  by  looking  in 
someone's  eyes.  Since  1912,  we  at  Kemper  Insurance  have  been  honoring  our  commitments,  day  by  day, 

claim  by  claim.  It  is  with  a  great  sense  of  responsibility  that  we  offer  protection  for  those  things  most 
valuable  to  you,  whether  it's  your  business,  auto  or  home.  And  with  every  customer  we  serve  comes  the 
belief  that  the  other  asset  we  must  preserve  is  our  word.  For  more,  call  your  independent  Kemper 
Insurance  agent  or  broker,  visit  us  at  www.kemperinsurance.com  or  call  toll  free  l-86o-2KEMPER. 


(C  Kemper 


Insurance  Companies 


The  policies  that  matter" 


BUILDING  A 

$6  BILLION 

GOLF  CLUB 


See  the  story  of 

CALLAWAY  GOLF 


and  the  making  of  an 
equipment  giant. 


A  NEW  TV  SHOW 
PROFILING 
THE  BUSINESS  OFTHE  GAME. 


.the  business  of  the  game.. 


Sundays  at  5pm  et 

1  CNBC 

Beginning  September  9th 


SIEMENS 


a  price  that  Jordan  now  admits  looks 
quite  attractive.  "Our  timing  wasn't 
very  good,"  says  Jordan,  who  eventually 
parted  with  Westinghouse,  is  now  a 
venture  capitalist.  "Because  of  the 
brownouts  that  year,  orders  started  to 
rebound  and  margins  started  to  im- 
prove after  we  sold  it." 

Renamed  Siemens  Westinghouse 
Power,  the  Orlando,  Fla.-based  unit's 
turbines  produce  one-third  of  the  elec- 
tricity in  the  U.S.  Notwithstanding  that 
it  is  a  distant  second  to  General  Electric 
in  this  business,  it  is  probably  making 


All  Fired  Up 

Siemens  took  a  while  to  digest  its 
Westinghouse  acquisition.  But  the  unit 
has  geared  up  for  the  current  boom. 

megawatts:  Capacity  of 
U.S.-installed  generation  equipment. 


Order  backlog  for 
Siemens  Westinghouse. 

Number  of  gas  turbines  Siemens 
Westinghouse  builds  per  year,  up 
200%  since  1999. 

Total  employees  in  the  Ameri- 
cas. And  the  company  is  still  hiring. 

Source:  Siemens  Westinghouse  Power. 

nice  money.  Thanks  to  the  power 
crunch  facing  parts  of  the  U.S.,  Siemens 
Westinghouse  accounts  for  78%  of  the 
$11.3  billion  in  order  backlog  at 
Siemens'  worldwide  power  generation 
division.  In  the  nine  months  ended  June 
30,  that  division  enjoyed  an  operating 
profit  (net  before  depreciation,  interest 
and  taxes)  of  $370  million  on  sales  of  $5 
billion.  Nice  relief  for  the  parent  com- 
pany, facing  trouble  in  telecom  and 
semiconductors. 

Siemens  had  only  a  small  presence  in 
the  U.S.  steam-  and  gas-turbine  market 
with  its  own  designs.  The  old  Siemens 
turbines  were  "quite  simple  and  easy  to 
build,  but  the  fact  is  they  just  didn't  work 
very  well,"  says  Rodger  Anderson,  a  for- 
mer turbine  design  engineer  at  GE  Power 
Systems  and  now  a  consultant.  "Siemens 
bought  a  lot  of  good  technology  [with 
Westinghouse].  If  they  had  not,  they 
might  be  a  5%  player." 


After  buying  the  Westinghouse  ui 
Siemens  had  some  work  to  do.  Opt 
to  pursue  fossil  power — gas  and  ste 
turbines — it  created  joint  ventures 
its  hydro  and  nuclear  power  arms 
closed  some  sites  and  laid  off  2,000  pi 
pie  worldwide.  And  then  it  pushed 
service  business,  which  is  less  cycli 
and  typically  has  higher  margins.  N< 
70%  of  new  gas  turbines  Siemens  Wt 
inghouse  sells  have  some  service  p 
with  them,  usually  for  12  years.  Th 
agreements  can  cost  up  to  $4  millio 
year  for  a  $50  million  turbine.  Randy 
Zwirn,  chief  executive  of  Siemens  Wc 
inghouse,  aims  to  increase  service 
come  from  18%  to  40%  of  reveni 
over  the  next  three  to  four  years. 

Zwirn's  German  bosses  have  set ; 
other  goal:  Achieve  a  double-digit  op 
ating  profit  margin  in  power  generat! 
by  2003.  It  has  gone  from  1%  last  yeai 
a  current  7.3%.  The  rest  won't  be  e< 
Until  two  years  ago  independent  po\ 
producer  Calpine,  of  San  Jose,  Calif,  i 
almost  all  its  business  with  Siem< 
Westinghouse,  largely  because 
wouldn't  negotiate  with  them,  s; 
Doug  L.  Kieta,  Calpine  senior  vice  pr 
ident  of  construction.  Now  Calpin* 
the  largest  customer  of  both  GE  a 
Siemens  Westinghouse,  with  105  ft 
bines  on  order  from  each.  Seems  GE  1 
kept  an  edge  over  its  rival  in  avoid] 
technical  problems  in  the  newest  gen 
ation  of  turbines.  "And  GE  has  mt 
huge  strides  at  getting  just  as  us 
friendly  [as  Siemens],"  Kieta  adds. 

But  what  happens  when  the  euro 
booming  U.S.  demand  for  power  g< 
eration  fades?  Zwirn  has  avoided  bui 
ing  new  factories,  while  courting  mu 
national  customers  like  EDF  of  Frai 
and  Union  Fenosa  of  Spain — both 
which  ordered  turbines  for  Latin  Am 
ica.  "We  think  we  can  live  with  as  rai 
as  40%  downturn  and  still  hold  the  c 
per  unit,"  says  Zwirn. 

It  is  a  common  assumption  that  1 
way  to  boost  shareholder  value  is  to  i 
low-margin  or  low-growth  busines 
and  use  the  proceeds  to  buy  glamorc 
ones.  Often  overlooked:  how  little  y 
realize  for  the  boring  business,  hi 
richly  you  pay  for  the  sexy  one. 
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I 


Despite  the  success  of  the  mission, 
Major  Harrison  never  stopped  to  thank 
his  AN/ALQ-165  ASPJ. 


Every  day  you're  using  products  a  VHF  radio  subsystem  or  systems 
from  ITT  Industries  without  noticing     to  defeat  incoming  threats  to 


them".  And  we  like  it  that  way. 

Technology  shouldn't  be 
noticeable.  It  should  be  reliable. 

Whether  we're  facilitating 
Night  Vision,  the  development  of 


an  F/A-18  fighter,  you'll  never  be 
aware  of  our  technology.  Which 
is  good. 

Because  it  isn't  about  technology,, 
it's  about  life. 


ITT  Industries 

,  Engineered  for  life 


NYSE:  ITT  www.itt.com 


DEFENSE  ELECTRONICS 


SATELLITE  SENSORS 


NIGHT  VISION  TECHNOLOGY 


AEROSPACE  CONTROLS 


NUMBERS  GAME 


BY  ELIZABETH  MACDONALD 


Elan's  Spin 

How  does  Elan  pour  money  into  drug 
research  while  still  reporting  fat 
profits?  Deft  accounting  helps. 

ELAN  CORP.  OF  DUBLIN,  IRELAND  STARTED  OUT  AS  A 
company  specializing  in  ways  to  deliver  other  phar- 
maceutical companies'  drugs  in  novel  ways — for  ex- 
ample, nicotine  patches.  Now  it's  transformed  itself 
into  something  potentially  far  more  valuable:  a  full- 
scale  pharmaceutical  house  with  its  own  collection  of  drugs.  To 
that  end  it  has,  partly  through  acquisitions,  amassed  a  portfo- 
lio of  more  than  40  drugs,  either  approved  or  under  develop- 
ment, aimed  at  such  ills  as  Alzheimer's  and  Crohn's  disease. 
So,  in  one  company,  investors  have  a  very  appealing  combina- 
tion: the  potential  for  blockbuster 
drugs,  revenues  from  drug-delivery 
systems  and  products  now  on  the 
market.  Elan  took  in  revenue  of 
$1.3  billion  last  year,  on  which  it  re- 
ported a  net  (under  Irish  accounting  rules)  of  $342 
million.  The  American  Depositary  Shares,  traded 
on  the  Big  Board,  go  for  $53,  up  from  $44  in  early 
January.  In  a  bear  market  for  tech  stocks,  Elan  commands 


keep  some  of  its  research  outlays  out  of  the  P&L,  throug 
"strategic  collaborations,"  says  Teeters. 

In  these  deals  Elan  joins  another  drug  company  in  a  joii 
venture,  makes  a  cash  investment  in  the  venture,  then  ge 
some  or  all  of  the  cash  back  in  the  form  of  a  license  or  cor 
tract  fee  for  Elan  technology  spread  over  the  agreement.  I 
1999  Elan  invested  $285  million  in  strategic  collaboratoi 
and  took  in  $194  million  in  licensing  fees  from  these  ver 
tures.  Last  year  it  put  $378  million  into  these  ventures  an 
booked  $169  million  in  license  fees. 

Elan  typically  takes  equity  stakes  of  less  than  20%  in  tl 
companies  or  joint  ventures,  so  it's  not  required  to  consolida 
these  deals  in  its  own  financial  statements,  Teeters  says.  Insteai 
it  books  the  investment  as  an  asset  and  the  license  fee  as  re1 
enue.  But  are  these  really  arm's-length  deals?  For  instance,  An 
arin,  a  British  company  that  makes  headache  remedies,  amor 
other  things,  agreed  to  buy  $25  million  worth  of  drug  licens< 
and  inventory  from  Elan  in  1999.  Later  that  year  Elan  took 
$23  million  stake  in  Amarin.  Shortly  after,  Thomas  Lynch,  wb 
is  Elan's  executive  vice  chairman,  became  "non-executiv< 
chairman  of  Amarin. 

Lynch  insists  that  the  accountir 
doesn't  distort  in  the  least.  Referring  to  Ax( 
gen  and  Neuralab,  he  says:  "We  wanted  to  u: 
the  revenue  to  fund  the  researcl 
not  to  create  profits,"  addiu 
"That's  the  approach  most  con 
panies  took."  He  says  in  1999  the  Securities 
Exchange  Commission  approved  Elan's  accoun 


Elan's  stock  looks  cheap.  Take  a  look  behind  its  profit  figures. 


a  market  value  of  $17  billion. 

But  there's  another  side  to  this  sunny 
story,  according  to  Christopher  Teeters 
with  the  Center  for  Financial  Research 
&  Analysis  in  Rockville,  Md.  This  research 
boutique  specializes  in  questioning  the  ac- 
counting of  listed  companies. 
The  first  thing  that  raised  Teeters'  suspicions  was  Elan's 
habit  of  funding  some  research  and  development  through 
unconsolidated  research  entities.  Two  of  these  affiliates: 
Axogen,  set  up  to  study  neurological  drugs,  and  Neuralab,  set 
up  to  study  Alzheimer's  drugs.  Elan  pumped  money  into  these 
entities  in  the  form  of  investments,  and  they  in  turn  paid  Elan 
to  hire  the  people  with  the  test  tubes  and  the  white  lab  coats. 
The  effect,  argues  Teeters,  was  to  inflate  Elan's  financial 
results  by  turning  R&D  expenses  into  revenues  and  invest- 
ment assets. 

On  Dec.  3 1 , 1 999  Elan  bought  Axogen  for  $268  million.  A 
month  later  it  picked  up  Neuralab  for  $76  million.  Now 
those  R&D  costs  are  flowing  onto  Elan's  profit  and  loss  state- 
ment, but  Elan  is  using  other  means  to  bolster  revenues  and 


ing  for  its  strategic  collaborations.  Lynch  adds  that 
contract  revenue,  which  includes  revenue  from 
the  collaborators,  dropped  by  8%  from  1999 
to  2000,  and  that  Elan  is  moving  to  make 
product  revenues  a  bigger  portion  of  over- 
all sales. 

Teeters  has  another  bone  to  pick.  Unlike  in  its 
earlier  reports,  Elan  stopped  spelling  out  in  its  2000  an- 
nual filing  the  names  of  its  collaborators,  the  amounts  it  w; 
investing  in  each  and  the  sums  it  took  back  in  licen: 
fees.  Why  clam  up?  "Commercial  confidentiality"  reason 
Lynch  says. 

Teeters  estimates  that,  absent  the  revenue  from  the  co 
laborators,  Elan  would  have  had  earnings  (before  exception 
items)  of  94  cents  a  share  in  2000  rather  than  the  $1.46  it  r< 
ported.  Lynch  takes  exception:  The  most  bearish  interpret; 
tion  of  the  results  would  be  $1.38,  he  says. 

Is  Elan  worth  $53  a  share?  It  might  be  if  you  are  bankir 
on  some  future  payoff  from  a  blockbuster  drug.  But  if  you  ai 
buying  only  because  it  looks  like  a  cheap  biotech  stock  at  3 
times  earnings,  you  should  look  twice  at  those  earnings.  I 
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JEEP  GRAND  CHEROKEE. 
STILL  THE  BEST  INSURANCE  POLICY  OUT  THERE. 


3RAND  CHEROKEE  It's  your  classic  man  vs.  nature  struggle.  Man  goes  out  in  4x4— nature  gets  nasty.  So  we  engineered 
Cherokee  to  be  one  of  the  safest  4x4s  out  there.  Its  legendary  four-wheel  drive  shows  no  fear  in  the  face  of  a  blizzard. 
<ing  system  helps  you  stop  even  when  the  rain  or  sleet  or  snow  hasn't.  Its  agile  suspension  can  see  you  through  a  rock  slide, 
ould  the  sun  come  out,  Grand  Cherokee  is  ready  for  that  too.  Contact  us  at  1-800-925-JEEP  or  www.jeep.com  for  more  info. 

Jeep 

THERE'S  ONLY  ONE 


Jeep  is  a  registered  trademark  of  DaimlerChrysler. 


BROTHERLY 

LOVE 


See  the  story  of 

DAVIS  LOVE  III 

and  his  brother  Mark 
on  their  burgeoning 
golf  course  design 
business. 


A  NEWTV  SHOW 
PROFILING 
THE  BUSINESS  OFTHE  GAME. 


[g  o  l  f  1  , 

PORTFOLIO 

...the  business  of  the  game. 


citiqroupj 

private  bank 


Sundays  at  5pm  in 

1  CNBC 

Beginning  September  9th 


Floating  Tax  Haver 


Come  the  new  year, 
the  world's  first  cruise 
ship  condo  hits  the 
water.  Europeans  see 
a  nice  little  tax  dodge. 

BY  RICHARD  C.  MORAIS 

FISHER  ISLAND  WITH  A  PRO- 
peller"  is  how  Fredy  M.  Dellis, 
chief  executive  of  ResidenSea, 
likes  to  describe  his  $358  mil- 
lion cruise  liner,  the  World.  It's 
the  first-ever  seafaring  condo.  So  far 
Dellis  has  presold  86  of  the  110  apart- 
ments, which  cost  between  $2  million 
(1,106  square  feet)  and  $6.8  million 
(3,242  square  feet)  for  50-year  leases. 
Customers  put  20%  down  to  secure 
their  berths,  the  remainder  to  be  paid  in 
mid-October,  three  months  before  the 
ship  is  launched.  The  annual  service 
charge,  6%  of  the  purchase  price,  cov- 
ers such  details  as  maid  service,  insur- 
ance and  membership  in  the  ship's 
Swiss-run  spa. 

There's  more:  a  helipad,  a  jeweler, 
tennis  courts,  business  services  offices,  a 
driving  range,  four  restaurants  and  a 
gourmet  deli.  Buyers  get  to  customize 
their  rooms,  choosing  among  four  inter- 
nationally recognized  designers.  The  ship 
will  be  anchored  off  Cannes  during  the 
film  festival,  off  Monte  Carlo  during  the 
Grand  Prix.  A  crew  of  340  will  cater  to 
the  whims  of  320  residents  (besides  the 
apartments,  there  are  88  "guest"  suites 
that  rent,  on  average,  for  $860  a  night). 

The  penthouse  lease  works  out  to 
$2,097  a  square  foot,  before  adding  in 
the  annual  service  fee  of  $408,000.  Not 
exactly  a  bargain.  But  there's  a  sweetener 


Ah,  to  bob  about 
seven  seas  and  not  pay  ta 


for  Europe's  overtaxed  affluent,  v 
are  in  effect  buying  into  a  tax  haven 

One  known  client  of  the  Worh 
English  property  tycoon  Peter  Beckw 
The  U.K.'s  Inland  Revenue  grants  B 
"nonresident"  status  if  they  are  in 
country  for  fewer  than  1 83  days  of 
year;  any  income  earned  overseas  is  tl 
exempt  from  British  taxes.  If  the  "n 
residents"  then  spend  a  few  month: 
the  year  floating  from  port  to  port, 
other  nation  can  get  its  hands  on  the 
come.  Structured  properly,  the  Brit's 
come  stream  largely  escapes  taxatioi 

American  citizens,  alas,  get  no 
benefit  from  moving  offshore.  They 
subject  to  U.S.  tax  on  all  their  incoi 
no  matter  where  they  live  and  no  n 
ter  where  the  income  originates. 

Behind  this  "residence  at  s 
brainstorm  is  Knut  Kloster  Jr., 
cruise  liner  veteran  whose  fat. 
founded  Norwegian  Cruise  Line  I 
While  Americans  make  up  half  the  c 
tomers  of  ResidenSea,  which  has  off 
in  Miami  and  the  Bahamas,  the  rest 
from  high-tax  countries  like  Norv 
Germany  and  Australia.  Dellis, 
course,  is  adamant  he  is  sellinj 
"lifestyle,"  not  a  tax  dodge.  Presuma 
he  would  be  shocked  if  anybody  u 
the  boat  to  duck  a  tax  bill. 
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In  1781  John  Adams  wrote  to  his  son,  John  Quincy, 
who  was  away  at  college:  "You  will  ever  remember  that 
all  the  end  of  study  is  to  make  you  a  good  man  and  a 
useful  citizen.  This  will  ever  be  the  sum  total  of  the 
advice  of  your  affectionate  father." 

This  sentiment  would  be  highly  controversial  at  most 
colleges  today,  where  the  adjective  "good"  is  commonly 
dismissed  as  a  "subjective  value  judgment,"  and  where 
the  idea  of  useful  citizenship  runs  counter  to  the  ethic  of 
personal  entitlement  and  the  dream  of  the  "global  village." 

In  1999  one  of  Americas  oldest  and  most  respected 
Ivy  League  universities  awarded  a  prestigious  chair  in 
ethics  to  an  animal  rights  advocate  who  defends 
infanticide,  and  who  holds  that  Americans  are  morally 
obligated  to  sunender  all  household  income  exceeding 
$30,000  to  alleviate  world  poverty. 

John  Adams,  signer  of  the  Declaration  of  Independence, 
would  have  abhorred  and  opposed  current  trends  in 
American  higher  education.  In  terms  of  threatening 
our  God-given  rights  to  life,  liberty,  and  the 
pursuit  of  happiness,  King  George  III  was 
a  piker  compared  to  modern  academics 
and  their  bureaucratic  offspring. 

But  there  is  a  college  in 
America  where  Adams 
would  feel  at  home. 


aams 


Hillsdale  College,  founded  in  1844, 
refuses  federal  taxpayer  funding,  even 
in  the  form  of  student  grants  and  loans. 
Over  1 50  years  ago,  its  charter  document 
connected  its  mission  to  the  cause  of  civil  and 
religious  liberty.  With  all  its  might,  it  serves  that 
mission  still  today. 

As  for  John  Quincy,  he  went  on  to  become  the  sixth 
president  of  the  United  States,  and  held  true  to  the 
principles  for  which  his  father's  generation  had  pledged 
"their  lives,  their  fortunes,  and  their  sacred  honor." 

Education  is  powerful.  For  good  or  bad. 


Campus  Radical? 


Hillsdale 


COLLEGE 

800.535.0860 


Imprimis 


Hillsdale  and  America 


Hillsdale  College  publishes  a  FREE  national  speech  digest,  Imprimis,  which  addresses  topics  of 
importance  to  citizens  who  support  the  principles  of  individual  liberty  and  limited  government. 
Recent  issues  have  featured  Margaret  Thatcher,  Clarence  Thomas,  and  John  Stossel.  For  a  FREE 
subscription  to  Imprimis  or  to  learn  more  about  Hillsdale  College,  call  1  -800-535-0860,  go  to 
www.hillsdale.edu,  or  write  to  Hillsdale  College,  Dept.  FB-35,  Hillsdale,  Michigan  49242. 


The  Mommy  State 


mm  BELIEVE  IN  AIR  BAGS.  A  QUARTER-CENTURY  AGO  I  WAS 
I  the  first  journalist  to  test  one.  (Gave  me  a  nasty  punch 
H  in  the  groin.)  I  also  believe  an  air  bag  saved  my  life 
H  when  I  rolled  my  wife's  Miata  roadster  a  few  years  ago. 

I  But  are  there  limits?  One  of  my  sons  recently  bought  a 
new  Nissan  Maxima  four-door  sedan,  a  fine  car.  He  and  his 
wife  have  two  children.  Listen  to  this  story  told  by  another 
of  my  sons,  who  is  an  auto  mechanic. 

"My  brother  loves  the  car  but  realized  that  his  child-car- 
rying capacity  had  been  severely  reduced  by  the  presence  of 
a  passenger-side  air  bag.  What's  the  problem?  You  must  un- 
derstand that  having  even  one 
kid  necessitates  that  you  will 
inevitably  be  transporting 
hordes  of  kids  from  babysit- 
ters, schools,  soccer  practice, 
piano  lessons,  birthday  parties 
and  events — plus  friends, 
cousins  and  strays." 

But  putting  a  child  in  the 
front  is  no  joke.  Two  hundred 
people — many  children  or 
small  adults — have  been  killed 
because  the  government  safety 
agency  ordered  air  bags  that 
were  too  powerful  for  the 
front-seat  passenger  position. 
The  government,  being  the 
government,  never  said  it  was 
sorry,  but  after  the  body 

count,  the  safety  agency  allowed  less  powerful  air  bags  in  the 
passenger  position.  Parents  are  now  warned  not  to  put  chil- 
dren under  the  age  of  12  in  the  front  passenger  seat. 

"So  my  brother  came  to  me  to  see  if  I  would  disable  his 
passenger-side  air  bag,"  my  son  the  mechanic  continues, 
"and  if  it  could  be  done  legally.  I  called  Nissan. 

"A  Nissan  representative  said  when  Nissan  first  came  out 
with  the  passenger- side  air  bags  it  expected  a  large  demand 
for  cutout  switches  and  built  $1  million  in  inventory.  To  date 
they've  sold  fewer  than  300  [cutout]  kits  and  stopped  mak- 
ing them  and  did  not  have  one  available  for  the  2001  Max- 
ima. I  asked  what  Nissan's  position  was  on  placing  a  child  in 
the  passenger  front  seat,  and  he  laughed  and  said  that  Nissan 
has  nice  minivans. 

"However,  the  Nissan  man  said  they  would  custom-make 
one  for  us.  It  would  cost  us  about  $400  and  take  several 
months  to  produce,  provided  my  brother  could  get 
the  necessary  permission  from  the  federal  govern- 
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Air  bags  will 
occasionally  kill 
the  passenger. 
How  many 
other  safety 
systems  kill 
the  people 
they  are 
supposed  to 
protect? 


ment  safety  agency.  Then 
dawned  on  me  that  if  Nissa 
did  not  have  an  airbajj 
disabling  kit  on  the  shelf,  thi 
would  probably  have  to  creaj 
it  by  reverse  engineerings 
time  consuming  and  costl 
Custom-making  parts  for 
one-time  use— it'll  cost  'eij 
$50,000,  I  figured.  Whenj 
mentioned  this  to  the  Nissaj 
representative,  he  suggestei 
that  I  had  underestimated  the  cost.  It  occurred  to  me  the 
probably  would  be  better  off  just  giving  my  brother  a  fre< 
brand-new  $25,000  minivan. 

"My  brother  got  the  form,  one  page,  two  sides.  He  got  tH 
okay  to  deactivate  the  bag  in  about  a  week,  which  is  pretlj 
good  for  the  government.  Now  we  are  waiting  for  Nissan  tl 
design  the  kit." 

That's  the  story  my  son  Douglas,  the  mechanic,  told  rru 
It's  okay  with  me  if  the  government  wants  to  make  ai 
bags  mandatory  for  the  driver's  position.  But  should  they  bj 
mandatory  elsewhere?  Should  someone  have  to  fill  out 
government  form  and  get  permission  to  carry  children  safel) 
to  soccer  practice?  This  is  an  expensive  system  for  the  pasj 
senger  seat  that  usually  is  empty.  And  the  bag  will  occasion 
ally  kill  the  passenger.  How  many  other  safety  systems  kij 
the  people  they  are  supposed  to  protect?  The  truth  is  that  th 
seat  belt  is  the  best  safety  device  we've  got  for  any  seat. 

Now  the  government  wants  to  order  air  pressure  sensorj 
for  tires.  This  is  not  a  major  safety  issue,  but  the  publicirj 
over  the  Firestone/Explorer  tire  shredding  brought  it  on.  Th( 
car  companies  aren't  going  to  fight  it  because  it  might  hel{ 
them  with  the  lawsuits. 

There'll  be  more.  Side  air  bags  and  air  bag  curtains  tha 
roll  down  side  windows  are  appearing.  Stability-control  sysi 
terns  that  brake  individual  wheels  to  prevent  skids  and  spun 
outs;  brake  assists  that  decide  the  driver  isn't  braking  hare 
enough  and  take  over;  radar  sensors  to  maintain  a  distana 
from  a  car  in  front.  All  these  things  are  on  some  cars  now. 

We  are  all  for  safety,  but  should  the  government  push  up 
automobile  cost  and  complexity  by  mandating  everything  il 
can  think  of? 

Does  the  government  have  to  be  mommy?  I  just  don'i 
think  my  son  should  have  to  fill  out  a  government  form  tc 
drive  kids  to  soccer  practice.  B 


Forbes 


Jerry  Flint,  a  former  Forbes  Senior  Editor,  has  covered  the  automobile 
industry  since  1958.  Find  past  columns  at  www.forbes.com/flint. 
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You're  an  entrepreneur 
living  the  American  dream. 

A  large  corporation  buys 
your  company,  paying  for  it 
with  cash  and  stock.  Your 
new  wealth  is  a  ticket  to  the 
exclusive  club  of  more  than 
7  million  people  worldwide 
with  a  minimum  of  $1  mil- 
lion in  investable  assets. 
But  how  do  you  handle  the 
financial  complexity  of 


By  Lynn  Morr 


PRIVATE  WEALTH 

MANAGEMEN' 

Preserving  Your  Fortune  in  Changing  Tim 


such  a  major  step?  For 
example,  how  do  you  mini- 
mize the  tax  effects  and  the 
risks  of  exposure  to  a  large 
block  of  a  single  stock?  Or 
generate  income  for  cur- 
rent needs  and  liquidity  for 
future  investments?  For 
wealthy  people  today, 
growing  their  wealth 
is  hard  enough  — 
~  but  it  is  equally 
challenging  to  keep. 


w; 


'ealthy  people  everywhere  face  a 
constellation  of  issues  related  to 
protecting  their  assets  and  transferring 
wealth  to  future  generations.  In  the  past, 
the  affluent  took  a  more  passive  role,  rely- 
ing on  select  bankers  who  were  often 
inherited  along  with  the  family  fortunes. 
But  the  new  fortunes  being  amassed 
belong  to  people  who  don't  have  a  private 
banker  in  tow.  Brilliant  in  business,  it  is 
likely  they've  earned  their  riches  by  start- 
ing a  successful  company,  working  as  an 
executive  or  exercising  stock  options. 

When  it  comes  to  their  hard-earned  for- 
tunes, few  want  to  dabble  in  the  intrica- 
cies of  asset  allocation,  risk  management 
and  estate  planning.  Nevertheless,  many 


possess  enough  financial  insight  t 
active  in  the  management  of  their 
wealth,  including  routine  electronic  r 
itoring  of  their  portfolios  and  freq 
consultations  with  advisers.  "Our  cln 
financial  acumen  has  increased  drai 
cally  in  the  last  five  years,"  says 
Mahon,  managing  director  at  Mo 
Stanley.  "They  are  better  prepared  to 
uate  the  multiple  firms  and  investr 
options  available  to  them." 

Many  of  these  same  people  I 
known  only  the  terrific  returns  of  a  I 
running  bull  market.  Now  they  neec 
very  best  wealth  management  spe 
ists  and  products  that  can  deliver  re: 
even  during  tougher  times.  But  whe 
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"People  have  gained  new  respect  for  mar 
volatility  and  the  emotional  toll  that  risk  can  tal 
—  Jim  Mahon,  Managing  Director,  Morgan  Stan 


the  riches  are  vintage  or  newly  minted, 
the  affluent  share  a  common  concern: 
The  choices  they  make  today  will  affect 
not  only  their  current  lifestyle,  but  that  of 
their  heirs. 

Morgan  Stanley:  The  Art  of  the  Team 

Given  the  unique  complexities  embed- 
ded in  any  wealthy  client's  profile,  it  is  rare 
for  a  single  firm  to  offer  a  complete  solu- 
tion. One  secret  to  Morgan  Stanley's 
global  leadership  in  wealth  management 
is  its  ability  to  assemble  a  team  of  spe- 
cialists for  each  client.  "We  create  a  team 
representing  key  aspects  of  the  firm  to 
customize  a  comprehensive  solution," 
says  Mahon.  In  this  way,  Morgan  Stan- 
ley's Private  Wealth  Management  Group 
(www.morganstanley.com)  gives  clients 
—  those  with  a  minimum  of  $10  million  to 
invest  —  an  analysis  of  their  alternatives 
and  help  in  making  informed  decisions. 

The  overarching  themes  of  creating 
and  preserving  wealth  are  perennial,  but 
Morgan  Stanley's  solutions  reflect  cur- 
rent challenges.  For  example,  many 
clients,  particularly  corporate  officers, 
have  a  large  holding  in  a  single  stock  and 
need  ways  to  diversify,  defer  taxes  or 
hedge  a  portion,  says  Mahon.  While  a 
sudden  sell-off  might  jolt  investors, 
preset  diversification  programs  allow 
company  insiders  to  sell  their  stock  over 
time.  Demand  has  risen  sharply  for  such 
programs  whereby  Morgan  Stanley, 
acting  on  behalf  of  the  client,  automati- 
cally sells  chunks  of  shares  at  predeter- 
mined intervals.  "This  takes  a  person 
out  of  the  limelight  and  helps  reduce 
accusations  of  selling  with  inside  infor- 
mation," says  Mahon. 


Over  the  past  year,  the  market's  volatili- 
ty has  meant  advisers  must  delve  deeper 
into  the  implications  of  risk.  "People  have 
gained  new  respect  for  market  volatility 
and  the  emotional  toll  that  risk  can  take," 
says  Mahon.  The  net  effect  is  positive. 
"Clients  are  asking  more  questions  about 
realistic  expectations  in  today's  market  and 
the  relationship  between  risk  and  reward," 
he  adds.  It  is  only  through  such  careful 
attention  to  detail,  however,  that  managers 
can  understand  a  client's  concerns  and 
long-term  aspirations.  "A  lot  of  time  has  to 
be  spent  in  understanding  the  client, 
which  is  crucial  in  creating  the  right  mix  of 
investments  and  services,"  says  Mahon. 

Derivium  Capital: 

The  Mechanics  of  WealthSM 

Most  investors  would  agree  that  build- 
ing wealth  can  bring  sleepless  nights,  but 
it  is  the  swings  in  the  market  that  can 
cause  real  nightmares.  "The  wealthy  are 
keen  on  the  continued  enjoyment  of 
wealth  and  therefore  on  wealth  preserva- 
tion," says  Dr.  Charles  Cathcart,  president 
of  Derivium  Capital  (www.derivium.com). 
"To  do  this  effectively,  it  is  important  to 
focus  on  risk  management." 

Drawing  on  decades  of  experience 
working  at  some  of  the  world's  top  finan- 
cial firms,  Cathcart  started  Derivium  in 
1997  to  provide  wealthy  individuals  with 
access  to  user-friendly  financial  tools 
modeled  on  those  developed  for  institu- 
tions. Derivium's  leading  products  are  the 
90%  Stock  LoanSM  and  the  Option  Con- 
version LoanSM.  Each  functions  as  a  non- 
recourse, noncallable  loan  against  stocks 
that  are  pledged  as  collateral.  But  these 
products  provide  considerably  greater 


benefits  than  an  ordinary  stock  loan 
enable  clients  to: 

•  Establish  downside  protection.  E 
the  stocks  that  are  pledged  lose  valu 
maximum  loss  the  borrower  can  in 
capped  at  10%. 

•  Unlock  the  value  of  a  stock  portfc 
client  can  borrow  90%  of  the  cl 
market  value  of  a  stock  portfolio  in 
without  triggering  capital  gains  taxes 

•  Maintain  upside  potential.  Durim 
loan  term,  a  client  still  owns  the  pie 
stocks  and  still  enjoys  the  benefits 
gains  in  their  value  at  loan  maturity. 

At  maturity,  a  borrower  can  repal 
loan  and  keep  the  stock,  renew  ol 
nance  the  loan  or  turn  over  the  shan 
payment.  "If  the  value  of  the  collates 
declined  at  maturity,  a  client  may 
decide  to  surrender  their  shares  inste 
paying  off  the  loan,"  says  Derivium's  i 
tor  of  Client  Services,  Randolph  Ande 
"A  lot  of  people  use  Derivium's  struc 
primarily  for  wealth  preservation,  c 
that  they  can  protect  90%  of  the  val 
their  stocks,  regardless  of  what  hap 
to  the  market  in  the  future,"  says  A 
son.  "We  hear  repeatedly  from  our  cl 
about  how  our  products  enable  the 
sleep  at  night  —  especially  durinc 
recent  market  pressures." 

The  Phoenix  Companies: 

A  Lifeline  to  Wealthy  Individuals 

With  a  business  that  has  prospere 
150  years,  The  Phoenix  Compe 
(www.phoenixwm.com)  can  speak 
authority  about  managing  people': 
tunes.  "The  world  of  wealth  is  char 
rapidly,"  says  Walter  Zultowski,  s< 
vice  president,  marketing  and  m; 


It's  just  not  what  it  used  to  be. 


Today  the  barriers  to  making  it  have  fallen.  Once  and  for  all. 

A  new  generation  of  entrepreneurs  has  already  made  an  indelible  mark  on  American 
business.  But  where  do  they  go  from  here?  Phoenix  has  been  offering  innovative  new 
suggestions  for  150  years.  We  understand  that  making  money — and  knowing  what  to  do  with 
it — are  two  different  skills.  It  Vone  reason  high-net|worth  people  and  their  advisors  turn  to 
Phoenix  for  help.  To  learn  more  about  how  Phoenix  could  be  helping  you,  contact  your 
financial  advisor  or  visit  www.pfjjp$nixwm.com.^  , 
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research.  "It  is  younger,  more  ethnically, 
racially  and  geographically  diverse,  and  it 
is  more  likely  to  be  first  generation."  So 
too  is  the  world  of  wealth  management 
changing:  "In  the  past,  the  focus  was  on 
the  accumulation  of  wealth.  Today,  the 
approach  is  more  holistic,  with  equal 
emphasis  on  the  preservation  of  wealth 
and  its  ultimate  transfer." 

Phoenix's  products  encompass  life 
insurance,  annuities,  investment  man- 
agement and  trust  services,  which  it  dis- 
tributes through  select  advisers  and  financial 
services  firms  specializing  in  the  high-net- 
worth  markets.  "We  are  among  the  lead- 
ing providers  in  the  country  of  specialized 
life  insurance  policies  used  for  estate 
planning  for  the  wealthy  and  for  busi- 
nesses," says  Zultowski.  Phoenix's  prod- 
ucts, however,  are  only  part  of  its  wealth 
management  strategy.  It  adds  value  to  its 
business  by  helping  financial  advisers 
broaden  their  wealth  management  skills. 
Through  information  kits,  software 
models  and  access  to  its  research  and 
annual  wealth  surveys,  Phoenix  educates 
financial  planners  about  its  own  products 
and  keeps  financial  planners  current  on 
relevant  issues  and  trends  in  the  market- 
place. "We  help  these  retail  advisers  do 
a  better  job  in  working  with  their  clients 
by  providing  more  than  just  product,"  Zul- 
towski says. 

For  example,  Phoenix  recently  released 
a  kit  on  the  impact  of  this  year's  reform  of 
the  estate  tax.  "Changes  to  the  federal 
estate  tax  law  are  being  phased  in  over  a 
decade,  and  they  are  generating  many 
questions,"  says  Zultowski.  Another  tool 
is  Phoenix's  unique,  complementary 
investment  analysis  used  to  analyze  asset 


allocation  across  several  products  simul- 
taneously. Soon  to  be  launched  is  a  pro- 
gram to  help  advisers  handle  some  of 
the  intangible,  often  emotional  issues 
surrounding  family  wealth  planning.  By 
monitoring  trends,  educating  advisers 
and  profiling  the  needs  of  end  users, 
Phoenix  lays  the  groundwork  for  its  prod- 
ucts to  take  root.  "Choosing  the  product 
is  not  the  first  step  in  the  process,"  says 
Zultowski.  "It  is  the  end  stage." 

The  Principal  Financial  Group: 
Retirement  Solutions  for  the  Wealthy 

Demographics  are  behind  many  of  the 
significant  changes  occurring  in  wealth 
management.  "There  is  excess  disposable 
income  among  people  in  their  50s,  and 
they  need  to  defer  income  into  retirement 
vehicles.  This  is  driving  demand  for  these 
products,"  says  Larry  Reelitz,  executive 
director  at  the  Midwest  Principal  Financial 
Resource  Center.  However,  these  highly 
compensated  individuals  face  restrictions 
in  the  amount  of  income  that  qualifies  for 
401  (k)  and  regular  pension  plans. 

As  the  nation's  401  (k)  leader,  the  Princi- 
pal Financial  Group  (www.principal.com) 
has  responded  to  this  rising  need  with 
innovative  retirement  vehicles  for  income 
that  does  not  qualify  for  a  traditional  401  (k). 
"We  hold  a  dominant  position  in  offering 
plans  for  qualified  income,  but  we  also  tie 
these  plans  to  very  complex  excess  defer- 
ral programs  and  deferred  compensation 
solutions  for  nonqualified  income,"  says 
Reelitz.  To  strengthen  its  core  business  of 
retirement,  the  Principal  recently  bought 
Executive  Benefit  Services,  Inc.  to  admin- 
ister plans  for  the  highly  compensated. 
Principal  works  with  more  than  40,000 


employer  groups,  specializing  in  smal 
midsize  businesses.  It  offers  a  full  s 
trum  of  services  for  employees  as  w< 
more  customized  solutions  require 
affluent  executives  and  owners. 

Another  emerging  trend  is  a  sh 
focus  away  from  the  accumulation  p 
of  wealth  management  and  towarc 
distribution  phase.  "People  want  to  k 
how  to  tap  into  their  money  as  they  < 
older  and  if  they  will  have  enough," 
Reelitz.  These  considerations  inc 
extended  health  care,  nursing  homes 
assisted  living.  To  help  employer  gn 
tackle  these  issues,  the  Principal  h 
educational  seminars  and  freely  offe 
software  program,  Path  for  Incom 
help  employees  understand  their  di; 
ution  options.  As  still  more  challei 
arise  among  its  customers,  Prin< 
plans  to  be  at  the  forefront.  "As  a  le 
in  the  financial  services  industry  for  r 
than  100  years,  we  are  focused  or 
changing  needs  of  the  market,  anc 
well  positioned  to  respond  with  inr 
tive  solutions,"  says  Reelitz. 

Advertiser  Web  Directory 

Derivium  Capital 
.www.derivium.com 

Morgan  Stanley 
www.morganstanley.com 

The  Phoenix  Companies 
www.phoenixwm.com 

The  Principal  Financial  Group 
www.principal.com 


WHEN  EMPLOYEES  ARE  HAPPY  WITH  THEIR  401  (k)  PLANS,  IT  SHOWS.  They  work  harder 
and  stay  with  you  longer.  We  should  know.  As  the  nation's  401(k)  leader,  we've  been  helping 
growing  businesses  and  their  employees  secure  their  financial  futures  for  over  50  years.  No  wonder  more 
companies  choose  The  Principal^  for  their  401(k)  plans.*  Investment  options, record  keeping,  loan  services, 
plan  member  education  and  asset  allocation-we've  got  what  you  need,  plus  personalized  service  and  local 
support  to  make  the  process  easy.  What's  not  to  love?  If  you'd  like  to  hear  what  a 
401(k)  plan  from  The  Principal  can  do  for  your  employees,  call  1-800-986-3343  (ext.  80080). 
One  of  our  representatives  will  be  happy  to  help,  no  matter  what  you're  wearing. 
WE     UNDERSTAND    WHAT    YOU'RE     WORKING     FO  R™ 

www.principal.com 


Financial 
Group 











incipal  Life  Insurance  Company,  Des  Moines,  IA  50392.  Insurance  products  and  services  offered  through  Principal  Life  Insurance  Company  (The  Print 
"The  Principal*"  is  a  registered  trademark  of  Principal  Life  Insurance  Company,  a  member  of  the  Principal  Financial  Group*.  Mutual  funds  distributed 
orporation  (member  SIPC).  *CFO  Magazine,  April  2001,  based  upon  total  plans  served  in  2000  by  insurance  companies,  banks  and  investment  firms. 
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Morgan  Stanley  Choice.3" 

The  commission-free  way  to  invest  with  Morgan  Stanley. 

Now  you  can  invest  with  your  Morgan  Stanley  Financial  Advisor, 
plus  be  able  to  trade  online  and  have  personal  access  to  the 
world's  #1  research!  All  without  ever  paying  a  single  commission- 
just  a  fee  based  on  the  assets  in  your  account.  The  Morgan 
Stanley  Choice  program.  One  more  way  you're  well  connected. 


Well  connected 

Morgan  Stan  ley 


Want  to  stop  paying  commissions? 

Move  your  money.  Visitmorganstanley.com/choiceorcall  1-8M0RGAN-N0W. 

The  Morgan  Stanley  Choice  brokerage  account  is  an  alternative  way  to  pay  for  transactions.  Any  investment  advice  is  solely  incidental  to  Morgan  Stanley's  business; 
a  broker-dealer,  Morgan  Stanley  Choice  is  not  for  day  trading  or  other  extreme  trading  activity,  including  excessive  options  trading  or  trading  in  mutual  funds  based] 
market  timing.  Morgan  Stanley  Choice  carries  a  minimum  SI. 000  annual  fee  and  closing  fees  may  apply.  Morgan  Stanley,  Morgan  Stanley  Choice  and  Well  Conned 
are  service  marks  of  Morgan  Stanley  Dean  Witter  &  Co.  Services  are  offered  through  Morgan  Stanley  DW  Inc.,  member  SIPC.  ©2001  Morgan  Stanley  DWJ 
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Campus  Crime  Wave? 

olleges  are  being  forced  to  fess  up  about  crime. 


WILL  THE  CRIME  RATE  REBOUND?  SPECULATION  THAT 
it  might  has  been  triggered  by  recently  released  FBI 
statistics  showing  that  the  decline  of  the  last  several 
years  has  stalled.  But  crime  has  already  been  rising  in  an  un- 
expected place:  college  campuses.  Our  chart  shows  sharp  in- 
creases in  on-campus  forcible  sexual  offenses  and  in  robbery 
(theft  with  force),  at  the  very  time  that  these  offenses  were  in  de- 
cline off  campus.  Other  types  of  crime,  like  aggravated  assault 
and  burglary,  showed  far  less  decline  than  has  been  reported 
elsewhere.  Murders  are  too  few  to  show  a  reliable  trend,  but 
1998  set  a  record. 

Federal  legislators  have  engaged  in  an  epic  struggle  to  force 
college  administrators,  notorious  for  their  political  correctness 


and  sophisticated  attitudes  toward  truth,  to  fess  up  to  the  facts. 
The  latest  effort,  the  1998  Clery  Act,  named  after  Jeanne  Clery, 
who  was  raped  and  murdered  at  Lehigh  University  in  1986,  re- 
quires timely  disclosure  of  crime  statistics,  ongoing  hazards  and 
a  Department  of  Education  Web  site  (ope.ed.gov/security)  that 
publishes  campus  crime  statistics. 

A  major  force  in  lobbying  for  disclosure  has  been  Security 
on  Campus  (campussafety.org),  founded  by  Clery's  parents. 
Clery's  brother,  Executive  Director  Howard  K.  Clery  III,  ex- 
presses skepticism  about  the  college  administrators'  fallback 
defense  that  campus  crime  represents  only  a  fraction  of  na- 
tionwide levels.  "Crime  is  probably  worse  than  what's  showing 
up,"  he  says.  His  sister's  killer  is  still  on  death  row.  F 


Research:  EDWIN  S.  RUBENSTEIN,  research  director,  Hudson  Institute,  Indianapolis,  edwinr@hudson.org.  Graphics:  DAVID  LADA. 
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Forcible  sex  offenses  on  cam; 
Robbery  on  campus 
U.S.  forcible  sex  offenses 
U.S.  robbery 


I  'Forcible  Sex  Offenses"  include  forcible  rape  or  sodomy,  assault  with  an  object,  etc.  Nationwide  data  available  for  forcible  rape 
jnly.  "Robbery"  is  theft  involving  force  or  intimidation.  Sources:  Department  of  Education.  "The  Incidence  of  Crime  on  the 
Campuses  of  U.S.  Postsecondary  Education  Institutions."  January  2001:  Chronicle  of  Higher  Education,  FBI,  "Uniform  Crime 
Reports."  Index  numbers  calculated  by  Edwin  S  Rubenstein. 
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The  cell  phone  industry 
bleeds  red  ink  and 
provides  crummy 
call  quality.  But 
with  the  feds 
about  to  get  out  of 
the  way,  all  that 
could  change. 


BY  SCOTT  WOOLLEY 

KLAHOMA  SHOULD  BE  A 
cell  phone  paradise.  Its 
pancake-flat  plains  carry 
signals  well.  The  sparse 
population  keeps  the  air- 
waves uncrowded.  And 
competition  abounds —  * 
13  companies  vie  for  customers  in  the 
state;  only  Texas  has  more.  So  why  is  cellu- 
lar service  so  bad  for  Dan  Kesler,  a  semire- 
tired  millwright  who  lives  on  the  outskirts 
of  Oklahoma  City?  Frustrated  with  the 
local  Bell's  wireless  coverage,  he  switched  to 
AT&T  looking  for  clearer  calls.  Still  not  satis- 
fied, he  then  tried  Sprint,  and  it  sounded  bet 
ter — but  to  get  a  signal  he  often  had  to  climb  atop  his  well 
house  roof.  Now  Kesler  is  on  his  fourth  carrier, 
VoiceStream.  So  far  it's  the  best  of  the  bunch,  but  too  often 
his  calls  fade  out.  "At  least  I  can  talk  from  indoors,"  he  says. 

Oklahoma,  like  much  of  the  cellular  nation,  suffers  from  an 
oddity  of  economics:  too  much  competition.  A  confluence  of  factors — 
chiefly  a  deluge  of  new  users  and  ill-advised  government  meddling — 
has  conspired  to  create  a  business  that  is  infamous  for  shoddy  service, 
poor  coverage  and  outright  hostility  toward  its  own  customers. 
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Most  cities  have  room  for  three,  maybe  four,  competing 
rriers,  and  that  is  how  many  serve  overseas  markets  such  as 
pan  and  almost  every  European  country.  In  the  U.S.  six  na- 
tional carriers  compete  for  business,  and  many  regions  have  a 
°venth  or  eighth  choice,  each  with  patchy  coverage  by  foreign 
tandards.  This  was  the  way  the  Federal  Communications 
lommission  wanted  things  to  be  when  it  cracked  open  the 
ellular  business  to  new  competitors  in  1994.  Since  then  rates 
have  fallen  72%,  attracting  120  million  American  customers. 
Calls  now  cost  an  average  of  16  cents  per  minute  in  the 
U.S.,  30%  less  than  in  Europe  and  60%  less  than  in  Japan, 
according  to  Merrill  Lynch.  At  these  prices  people  can 
afford  to  talk,  and  they  do.  Americans  gab  on  their 
phones  for  over  five  hours  a  month,  twice  as  much  as 
Europeans.  So  clogged  is  the  worst  U.S.  network  that 
it  drops  7%  of  calls  within  just  two  minutes,  ac- 
cording to  Telephia,  a  research  firm  that  conducts 
independent  tests.  The  national  average  is  2.1%, 
meaning  a  ten-minute  call  has  roughly  a  10% 
chance  of  cutting  out. 

The  effects  of  so  much  competition 
have  also  been  ruinous  for  U.S.  carriers. 
The  six  national  providers — AT&T, 
Sprint,    Verizon,  Cingular, 
Nextel    and    VoiceStream — 
together  ran  up  $3.5  billion 
in  losses  last  year.  U.S. 
carriers'  operating 
income  (earn- 


ings before  interest,  taxes  and  depreciation)  averages  22%  of 
revenue,  barely  half  the  profit  margin  enjoyed  by  most  of 
their  overseas  peers.  Wall  Street's  reaction  has  been  brutal: 
AT&T  Wireless,  Sprint  and  Nextel  have  shed  $78  billion  in 
market  value  in  the  past  year,  while  Cingular  and  Verizon 
Wireless  have  had  to  shelve  their  plans  for  initial  public 
offerings. 

"The  U.S.  industry  is  a  freak  of  nature,  an  artificial  cre- 
ation with  more  competitors  than  the  economic  reality  justi- 
fies," argues  Scott  Ford,  president  of  Arkansas-based  Alltel, 
the  largest  regional  cell  phone  company.  "It's  the  biggest  issue 
facing  the  industry.  We  are  rapidly  moving  from  wealth  cre- 
ation to  wealth  destruction." 

What's  needed  is  a  wrenching,  top-to-bottom  consolida- 
tion—and it  is  coming  soon,  thanks  to  the  unlikeliest  of  saviors: 
the  FCC.  By  year-end  the  FCC  is  expected  to  eliminate,  or  at  least 
loosen,  restrictions  that  have  effectively  banned  large-scale  con- 
solidation. The  most  important  restriction  is  the  cap  on  how 
much  radio-wave  spectrum  a  single  cellular  firm  can  control  in 
a  given  city;  another  rule  bans  cross-ownership  of  certain  types 
of  cellular  licenses.  Together  the  regulations  effectively  guaran- 
tee fragmented,  unprofitable  markets. 

If  the  FCC  acts  as  expected  under  new  Chairman  Michael 
Powell,  the  antiregulator  regulator,  all  hell  will  break  loose  in 
the  wireless  world.  New  opportunities  for  investors  betting 
on  the  takeover  game  will  spring  up  (see  chart,  p.  116).  Cus- 
tomers will  have  to  choose  from  a  new  lineup  of  merger  titans. 
(For  advice  on  picking  the  right  service  now,  see  p.  120.) 

Ever  so  quickly,  the  six  national  carriers  will  shrink  to  three 
or  four,  predicts  Blair  Levin,  an  analyst  with  Legg  Mason,  who 
was  the  chief  of  staff  to  then-FCC  chairman  Reed  Hundt.  Some 
early  handicapping:  The  two  biggest,  hottest  properties  may  be 
AT&T  Wireless,  spun  off  from  its  Ma  in  July,  and  Sprint;  the 
two  most  aggressive  bidders  could  be  two  Bell  amalgams,  Ver- 
izon (Bell  Atlantic  +  Nynex  +  GTE  +  AirTouch)  and  Cingular 
(SBC  Communications  +  BellSouth). 

Sprint  and  Verizon  make  perhaps  the  prettiest  pair.  Both 
use  the  CDMA  format  (code  division  multiple  access);  Veri- 
zon has  28  million  customers  but  not  enough  spectrum  to 
serve  them,  while  Sprint  has  13  million  customers  and  air- 
wave rights  to  spare.  Foreign  phone  companies  are  the  wild 
card  in  the  wireless  match  game.  In  June  Deutsche  Telekom 
completed  its  $28  billion  acquisition  of  VoiceStream,  with  all 
of  6  million  subscribers.  Vodafone,  based  in  the  U.K.,  owns 
45%  of  Verizon  Wireless.  Japan's  NTT  DoCoMo  spent  $10 
billion  for  a  16%  stake  in  AT&T  Wireless  earlier  this  year.  A 
dozen  or  so  large  regional  carriers  could  also  be  up 
for  grabs.  AT&T  itself  is  likely  to  bid  for  Western  c. 
Wireless  and  Dobson  Communications,  «• 
two  publicly  held  regionals.  | 
Such  deals  could  save  car-  § 
riers  billions  of  dollars  g 
in  operating  and  s 
cell   tower  z 
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costs  and  improve  service  at  the  same  time.  AT&T  was  first  to 
eliminate  nationwide  roaming  fees,  agreeing  to  cover  the  cost 
when  its  customers  travel  elsewhere  and  make  calls  on  re- 
gional carriers'  networks.  It's  a  huge  headache.  AT&T,  with 
cellular  revenue  of  $10.5  billion  last  year,  paid  over  $1.4  bil- 
lion in  roaming  charges. 

The  quality  of  the  roaming  calls  is  often  frequently  lousy, 
but  AT&T  has  no  control  over  its  partners'  networks.  Often  its 
customers  can't  tap  into  the  services  that  are  supposed  to  be 
available  nationwide,  such  as  automatic  notification  of  voice 
mail.  The  result  is  a  profit  drain  and  less  customer  satisfac- 
tion, damaging  the  AT&T  brand.  If  AT&T  is  freed  to  acquire  its 
roaming  partners  outright  and  integrate  their  networks  into 
its  own,  those  roaming  conflicts  should  disappear. 

To  be  sure,  even  if  the  caps  are  lifted,  blanketing  a  giant 
country  like  the  U.S.  with  cell  coverage  will  never  be  as  easy 
or  cheap  as  covering  Europe.  Germany,  for  instance,  has  eight 
times  the  number  of  people  per  square  mile.  European  coun- 
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tries  typically  license  about  320MHz,  much  more  than  fi 
190MHz  available  in  the  U.S.  (The  conventional  explanatk 
for  superior  European  quality — that  wise  European  gover 
ments  mandated  a  single  standard,  while  the  unregulati 
U.S.  was  foolishly  fragmented  among  four  technologies— 
essentially  a  canard.  Sprint  and  Verizon  both  use  CDMA  tec 
nology,  for  instance,  but  that  doesn't  do  their  users  any  goo 
since  both  companies-block  each  other's  subscribers  fro 
roaming  onto  their  digital  networks.) 

Allowing  market  forces  to  shape  the  cell  phone  indust 
will  be  a  first  for  the  FCC.  In  the  1980s,  as  the  wireless  indu 
try  was  just  starting  up,  the  FCC  artificially  limited  service 
a  duopoly  in  each  market,  typically  the  local  phone  compa: 
and  one  outsider.  Per-minute  rates  actually  rose  in  the  eai 
1990s.  In  1994  the  FCC  took  the  shackles  off— and  impos. 
rules  that  just  as  artificially  boosted  how  many  rivals  cou 
enter  a  market. 

The  FCC  did  this  intentionally  by  slapping  such  a  stri 


V 


.  'Wnership  limit  on  radio- wave  spectrum  that,  conceivably, 
ight  rivals  could  grab  equal  chunks  of  the  airspace  in  a  par- 
icular  city — but  none  of  them  could  combine.  It  is  akin  to 
rying  to  promote  competition  in  the  auto  industry  by  limit - 
lg  the  tons  of  steel  any  one  company  can  buy,  says  Jagdish 
heth,  an  economist  at  Emory  University  who  has  studied 
le  effects  of  the  spectrum  cap. 

The  FCC  has  long  "had  something  of  an  obsession"  with 
etting  the  "right"  number  of  competitors  in  the  market,  says 
larold  Furchtgott-Roth,  an  FCC  commissioner  from  1997  until 
/lay  of  this  year  and  now  a  visiting  Fellow  at  the  American  En- 
rprise  Institute.  "But  no  one  in  government  knows  what  the 
ight  answer  is,  and  if  they  think  they  do,  they're  delusional, 
ven  asking  the  question  smacks  of  an  industrial  policy." 

For  the  biggest  cell  companies,  relief  can't  come  soon 
nough.  The  growth  in  customer  rolls  (to  133  million  by 
ear-end)  and  the  amount  of  time  the  average  user  spends 
n  the  phone  (growing  38%  annually)  mean  that  capacity 
as  to  increase  75%  a  year  to  keep  pace.  New  cell  towers  are 
nly  being  added  fast  enough  to  handle  one-third  as  much 
rowth,  which  is  a  big  reason  why  millions  of  users  endure 
ropped  calls  and  infuriating  fast-busy  signals. 

Carriers  are  improvising  ways  to  cram  more  calls  into 
leir  allotted  spectrum.  The  cheapest  option  has  been  to  shift 
eople  to  digital  phones,  which  use  anywhere  between  a 
sith  and  a  third  as  much  spectrum  as  old  analog  technol- 
ogy. AT&T  managed  to  reduce  the  percentage  of 
subscribers  using  analog  phones  from  21%  at 
the  end  of  1999  to  just  7%  as  of  June  30. 

Next  they  are  lowering  cell  phone  tower  an- 
tennas and  tweaking  power 
output  to  reduce  interference 
between  cells,  thereby  increas- 
ing capacity.  And  they  deploy  a 
very  effective — and  very  ex- 
pensive— option  known  as 

jrhe  industry  is  rapidly 
jrioving  from  wealth 
creation  to  wealth 
Jestruction. 

cell-splitting,"  building  redundant  cell  towers  in  areas  where 
niitiey  have  long  had  coverage.  But  each  new  site  costs  about 
300,000,  and  stiff  resistance  to  new  towers  makes  it  hard  to 
ind  acceptable  spots,  especially  in  urban  areas — where  they 
:  re  needed  most. 

"We  have  split  cell  sites  virtually  everywhere  possible  in 
iair  major  cities,"  says  Denny  F.  Strigl,  the  chief  executive  of 
'erizon  Wireless.  "We  have  put  a  cell  tower  on  every  corner 
/e  can  find  in  the  island  of  Manhattan.  We're  running  out  of 


makeshift  solutions." 

Other  solutions?  Carriers  can  delay  new  data  services  that 
gobble  capacity,  or  simply  limit  subscriber  growth  and  cede 
market  share.  They  are  unwilling  to  do  that. 

The  clearest  sign  of  the  desperate  need  for  additional 
spectrum  is  the  prices  fetched  in  the  re-auction  of  licenses 
originally  sold  to  Next  Wave.  (Whether  the  winners  of  the  re- 
auction  will  get  the  licenses  is  now  the  subject  of  an  appeal  to 
the  U.S.  Supreme  Court.)  Verizon  bid  $4  billion  to  get 
10MHz  of  spectrum  in  Manhattan,  on  top  of  the  35  it  al- 
ready owned.  It  put  up  $1.5  billion  for  the  same  amount  of 
spectrum  in  Los  Angeles. 

Buying  spectrum  at  inflated  prices  is  no  longer  an  option 
for  many  carriers.  Following  the  NextWave  auction  at  least 
one  carrier  hit  the  cap — defined  as  45MHz  of  190MHz  of 
total  spectrum  in  a  single  urban  market — in  20  of  the  top  50 
cities,  regions  covering  82  million  people.  "Some  of  the  big 
players  are  in  a  bad  situation.  Growing  at  the  rate  they're 
growing,  they  have  to  have  more  spectrum  to  keep  up  with 
the  demand,"  says  Timothy  Donahue,  chief  executive  of  Nex- 
tel,  which  has  capacity  to  spare  and  would  be  a  good  match 
for  many  big  carriers  that  covet  its  big-spending  business 
customers. 

So  who  doesn't  want  the  ownership  caps  lifted?  Chris 
Murray  of  Consumers  Union  is  one;  he  says  without  them 
the  industry  will  collapse  into  an  oligopolistic  trio  like  the 
one  dominating  long  distance.  Opposition  is  also  coming, 
oddly  enough,  from  inside  the  cell  phone  industry.  Sprint 
PCS  President  Charles  Levine  likes  the  rules  the  way  they  are. 
Sprint's  network  is  all-digital  and  based  on  CDMA,  a  more  ef- 
ficient transmission  standard,  so  the  company  can  cram 
more  people  into  its  allotted  airwaves.  Yet  it  serves  only  12.8 
million  customers,  less  than  half  of  Verizon's  count.  "We  have 
enough  spectrum  to  cover  us  across  the  country  for  the  rest 
of  the  decade.  I  don't  think  there's  anyone  in  the  industry 
that's  in  a  position  that  is  anywhere  close  to  where  we  are," 
Levine  boasts. 

Sprint's  support  of  the  caps  infuriates  Verizon's  Strigl,  his 
potential  merger  mate.  "What  they  would  like  to  see  is  every 
other  carrier  tied  up,  so  our  quality  goes  down  and  they  cap- 
ture our  churned  customers.  It's  a  selfish  position,"  he  says. 

Lobbyists  for  Verizon  and  other  anticap  carriers  are  try- 
ing to  get  that  point  across  in  Washington,  arguing  to  the  FCC 
and  Congress  that  the  caps  are  a  ham-handed  form  of  an- 
titrust regulation.  University  of  Chicago  economist  Robert 
Gertner,  a  Verizon  consultant,  says  that  the  caps  punish  those 
carriers  that  have  done  the  best  job  attracting  customers. 

What  happens  when  the  music  stops?  For  years  the  in- 
dustry's unending  flow  of  red  ink  was  largely  ignored  by  in- 
vestors as  a  normal  symptom  for  an  industry  in  its  adoles- 
cence. But  the  cellular  business  is  two  decades  old  now,  and 
the  industry's  plummeting  stocks  and  stalled  public  offerings 
seem  to  indicate  that  investors'  appetite  for  funding  losses  is 
waning.  It's  just  possible  that  fewer  price  wars,  fewer  players 
and  better  service  would  leave  everyone  better  off.  F 
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Mad  as  Hell 

How  are  the  cell  carriers 
ever  going  to  run  a 
decent  business  with  so 
many  customers  so  irate? 

BY  NEIL  WEINBERG 

WHAT'S  THE  MATTER  WITH  THESE  GUYS? 
Nearly  two  decades  after  the  birth  of  the 
cellular  industry,  wireless  carriers  still  have 
a  collection  of  hopping  mad  customers. 
They  snatch  prospects  with  lowball  pricing 
plans  and  then  chisel  them  to  death  with 
roaming  fees,  surprise  surcharges  and  ter- 
mination fees.  No  wonder  the  industry  is  losing  money. 

This  year  20  million  people  will  abandon  their  cell  provider  in 
search  of  better  service,  a  25%  churn  rate.  Whether  they  find  it  is 
another  matter,  for  seemingly  all  wireless  services  have  similar 
flaws — dead  zones  in  bustling  intersections,  overcrowded  air- 
waves, overdone  advertising  claims.  Whatever  the  reason,  the  cost 
to  the  industry  is  huge.  Cellular  companies 
spend  $360  to  replace  each  defector,  this  year 
totaling  more  than  $8.5  billion.  Imagine  what 
they  could  do  to  service  quality  if  they  put 
that  money  into  equipment. 

Why  don't  the  cell  companies  just  raise 
their  basic  rates  and  discontinue  the  snake  oil 
sales  tactics?  Well,  the  competition  is  advertis- 
ing deceptively  low  prices,  and  they  have  to 
meet  the  competition.  Then,  to  make  ends 
meet,  they  resort  to  the  usual  billing  gouges: 
rounding  up  a  61 -second  call  to  2  minutes; 
charging  from  the  moment  a  customer  hits 
"send"  rather  than  from  when  the  call  is  an- 
swered; and  lagging  the  invoices  so  roaming 
charges  and  other  surprise  fees  pile  up  for 
months  before  they  appear  on  a  bill. 

"Carriers  know  where  the  problems  are,  but 
they  don't  fix  them  because  of  a  conspiracy  that 
says  we  only  have  to  be  as  good  as  each  other," 
says  Jerry  Kaufman,  president  of  Alexander  Re- 
sources, a  Dallas-based  wireless  consultancy. 
Tm  amazed  there  hasn't  been  a  groundswell  of 
demand  for  better  service,  but  consumers  just 
seem  to  have  gotten  used  to  the  way  things  are." 
"Used  to"  isn't  the  same  as  "happy  with." 
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Consumer  Reports  surveyed  1,500  customers  last  fall  an 
found  only  about  half  of  them  were  "completely"  c 
"very"  satisfied  with  their  service,  about  the  same  ratir 
trial  lawyers  and  airlines  get.  Even  the  industry's  ow 
trade  group  says  customer  satisfaction  fell  17  points  i 
four  years  to  53%  last  year. 

There's  a  reason.  Sprint  PCS  lured  2  million  cu; 
tomers  with  ads  promising  the  first  minute  of  incomir 
calls  for  free.  It  charged  for  the  minute  anyway,  last  ye; 
agreeing  to  pay  $19  million  to  settle  breach-of-contra' 
charges.  Cingular  Wireless  (a  joint  venture  between  SB 
Communications  and  BellSouth)  promised  to  sto 
rounding  up  calling  charges.  It  rounded  up  anyway  an 
has  paid  out  $5  million  to  atone  for  the  fraud.  Roundir 
adds  up  to  a  lot;  the  average  cellular  call  is  a  little  ov< 
two  minutes  but  is  charged  as  three  minutes. 

RadioShack  settled  with  California's  attorney  gener 
in  lune  over  charges  it  conspired  with  AirTouch  (no 
part  of  Verizon  Wireless)  to  falsely  claim  that  custome: 
were  bound  by  $150  penalties  for  ending  contracts  earl 
RadioShack  applied  the  penalty  even  when  AirTouc 
didn't  serve  the  customer's  area.  (Verizon  has  yet  to  se 
de.)  U.S.  Cellular  is  being  prosecuted  by  the  Iowa  atto: 
ney  general  for  promoting  a  weekend  calling  plan,  the 
eliminating  Fridays  from  the  deal  and  charging  $3C 
breakup  fees  to  customers  who  wanted  out. 

"If  you  get  a  bad  burger,  you  don't  go  back  to  tr 
restaurant,"  says  Mark  Cooper,  director  of  research  ; 
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J1E1L  HELL 

the  Consumer  Federation  of  America.  Get  bad  cell  service 
and  you're  stuck  with  it.  "Cellular  phone  companies  lock 
you  in  with  contracts  and  handsets  that  you  can't  use  any- 
where else." 

Pretty  much  all  cellular  providers  exaggerate  claims  of 
how  well  their  antennas  blanket  given  markets,  and  they  have 
abundant  incentive  to  mislead.  They  hit  one  another  up  for 
usurious  per-minute  fees  and  pass  the  bills  on  to  callers.  U.S. 
Cellular  generated  $131  million,  15%  of  its  revenues  through 
June,  putting  through  calls  for  the  roaming  customers  of 
other  carriers.  Sprint  PCS  claims  "national"  coverage  that 
somehow  excludes  large  swatches  of  the  U.S.,  such  as  virtu- 
ally all  of  Colorado,  Montana  and  Kentucky.  In  those  yawn- 
ing gaps  it  charges  up  to  94  cents  a  minute  for  calls. 

Even  the  reassurances  to  customers  are  pretty  self-serv- 
ing. Verizon's  "Worry  Free"  pledge  lets  customers  switch 
plans — so  long  as  they  commit  to  another  long-term  con- 
tract with  the  company.  Cingular  promises  a  discounted 
phone  every  24  months,  but  only  if  the  customer  commits  to 
a  new  24-month  contract;  quit  early  and  you  must  pay  $150. 
"We're  not  trying  to  screw  anybody,"  says  John  Rooney,  chief 
executive  of  U.S.  Cellular.  "Consumer  lawyers  always  nitpick 
industry  pricing,  but  it's  been  consistent  for  a  long  time." 

For  cellular  providers  the  penalties  for  getting  caught  are 
just  another  operating  cost.  In  New  York  the  state  attorney 
general  charged  Cellular  One,  a  national  brand  run  by  re- 
gional providers,  with  defrauding  hundreds  of  thousands  of 
people  by  locking  them  into  one-  and  two-year  contracts  and 
then  changing  the  terms.  Formerly  free  phones  and  voice 
mail  suddenly  cost  something.  Consumers  who  wanted  out 
were  charged  $200  early-termination  fees.  Dobson  Commu- 
nications, which  runs  the  Cellular  One  franchise  in  parts  of 
New  York  state,  received  a  $100,000  wrist-slap  in  July  2000. 

No  surprise,  Dobson  promptly  plied  similar  tactics  in 
Pennsylvania,  where  the  attorney  general  charged  it  in  June  of 
this  year.  This  time  Dobson  allegedly  signed  up  137,000  resi- 
dents for  plans  of  $15  to  $45  a  month  and  then  tacked  on  a 
"network  service  fee"  of  up  to  20%  more.  It  tried  to  justify  the 


Ranking  the  Top  Carriers 

None  of  these  "national"  networks  is  truly  national.  But  in 
picking  one,  it  pays  to  match  your  usage  to  their  strengths 
and  pay  attention  to  the  rankings  below. 


RANK1 


PROS 


CONS 


1  AT&T  WIRELESS  16.4  million  subscribers 


Old  analog  technology  offers 
relatively  wide  coverage  in  rural 
areas. 


2  NEXTEL  7.2  million 


Two-way  radio  capability  a  hit 
with  the  blue-collar  crowd. 


3  SPRINT  12.8  million 


Good  sound  quality;  among 
leaders  in  wireless  data. 


Scratchy  roaming  quality;  data 
network  under  construction 
already  outdated. 


Expensive;  may  face  hurdles 
integrating  two  separate 
networks. 


Weak  on  much  of  West  Coast, 
rural  areas  and  inside  buildings. 


4  VERIZON  WIRELESS  27.9  million 


Broad  national  coverage;  among     Surly  service,  frequent  billing  dis- 
leaders  in  wireless  data.  putes;  impending  capacity  shortage 


5  CINGULAR  21.2  million 


Good  coverage  in  regional 
markets. 


Spotty  coverage,  including  no 
network  in  New  York  City. 


6  VOICESTREAM  6.0  million 


Good  quality  in  select  local  mar- 
kets, including  inside  buildings. 


Lacks  a  national  footprint; 
nonexistent  in  California. 


7  ALLTEL  6.4  million 


Coverage  is  about  average. 


8  US  CELLULAR  3.2  million 


Fares  poorly  in  customer  service 
and  features  offerings. 


Good  coverage  in  areas  served.      Leader  in  angry  customers. 


'Rankings  based  on  Yankee  Group  survey  of  customer  satisfaction.  Includes  coverage, 
sound  quality,  value,  features  and  customer  service. 

Sources:  Forbes/Andrew  Seybold  Wireless  Outlook,  Yankee  Group:  the  Strategis  Group. 


Wireless  carriers 
sell  service  much  like 
con  men  sold  snake  oil 
in  the  Wild  West. 

fees  with  one  of  the  26  fine-print  clauses  in  the  customer  con- 
tract, which  stated  that  terms  were  "subject  to  change  without 
notice."  Customers  who  bailed  out  were  charged  $200.  Dob- 
son declines  to  comment.  Says  industry  spokesman  Travis 
Larson:  "People  must  realize  that  getting  a  wireless  phone  is 
more  like  renting  a  car  than  buying  a  TV.  It  comes  with  rules, 
obligations  and  a  fair  amount  of  fine  print." 


It  would  be  great  if  consumers  could  review  performanc 
data  on  dropped  calls,  busy  signals  and  voice  quality,  but  th 
industry  has  staunchly  fought  off  attempts  to  get  at  it.  Reprc 
sentative  Anthony  Weiner  (D-N.Y.)  has  submitted  a  bill  i 
each  of  the  past  two  years  to  the  House  telecom  subcommii 
tee,  seeking  wireless  service  disclosures  akin  to  what  is  re 
quired  of  the  airlines.  He  couldn't  even  get  a  hearing. 

Jeffrey  Baron,  a  New  York  attorney,  was  enticed  to  get  a  ce 
phone  in  February  2000  when  Verizon  Wireless  (then  Bell  Ai 
lantic  Mobile)  ran  a  promotion  adding  250  minutes  to  a  $5( 
500-minute  monthly  package.  Months  after  his  contract  lapsec 
Baron  got  a  $400  bill  for  calls  above  his  monthly  allotmen 
Verizon  had  quietly  withdrawn  the  extra  250  minutes  and  It 
:  the  overrun  charges  pile  up  for  months  before  billing  hin 
Baron  says. 
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NEW  YORK  •  SAN  FRANCISCO  ■  SEATTLE  •  SEOUL  •  PUSAN  •  CHEJU  •  KWANGJU  •  HONG  KONG 


Glorious,  wasn't  it?  Soaring  back  and  forth,  not  a  care  in  the  world.  Which  perfectly  describes  any 

Asiana  Airlines  flight.  Our  staff  won't  just  cater  to  you.  They'll  pamper  you.  Our  fleet  is  one  of  the 

newest  in  the  air,  with  all  the  modern  amenities,  lust  sink  back  into  your  seat  -  all  the  way  back  to  180° 

in  Sleeper  First  Class  -  and  enjoy.  A  rewarding  experience,  especially  since  the  miles  you  fly  with  us 

u 

can  be  credited  to  your  American  Airlines  AAdvantage  account.  Next  time,  fly  Asiana.  After  all,  why 
should  kids  have  all  the  fun?  Call  your  travel  agent  or  Asiana  at  800-227-^262.  Or  visit  www.flyasiana.com 


Asiana  Airlines 

The  Jewel  ./Asia. 


GUAM  •  BEIJING  •  SYDNEY  •  SAKHALINSK  •  CHONGQING  ■  BANGKOK  •  MANILA  •  SINGAPORE  •  VECHON  •  SHANGHAI 


"American  Airlines  and  AAdvantage  are  registered  trademarks  o(  American  Airlines.  Inc.  American  Airlines  is  not  responsible  tor  products  or  swvices  offered  by  other  participating  companies."  52001  Asiana  Airnnes. 


He  spent  hours  complaining.  The  company  offered  to 
credit  him  the  extra  250  monthly  minutes— if  Baron  signed 
a  two-year  contract.  Viewing  the  offer  as  "extortion,"  he  de- 
cided to  switch  carriers  and  asked  Verizon  to  put  him  on  its 
cheapest  plan  for  one  month  so  clients  could  hear  a  voice 
mail  directing  them  to  his  new  phone.  The  month  up,  Veri- 
zon told  Baron  he  had  committed  to  a  one-year  contract  and 
would  get  hit  with  a  $175  termination  fee  if  he  pulled  out. 

"I  told  them  they  must  be  out  of  their  minds,  but  they 
just  kept  saying  'Tough,'"  he  says.  After  making  numerous 
calls  and  threatening  litigation,  Baron  got  the  charges 
dropped — but  how  many  placid  sheep  have  simply  paid  up? 
A  spokeswoman  says  Verizon  has  no  incentive  to  alienate 
customers  but  declines  to  comment  on  specific  cases. 

Carriers  aren't  any  kinder  to  one  another.  Verizon,  itself 
facing  a  $4.5  million  payment  to  settle  charges  of  deceptive 
billing,  took  VoiceStream  in  front  of  the  National  Advertising 
Division  of  the  Better  Business  Bureau.  The  dispute  involves 
VoiceStream  ads  that  showed  New  York,  New  Jersey  and 
Connecticut  as  part  of  a  toll-free  home  service  area  when 
large  portions  of  the  states  actually  were  subject  to  extra 
roaming  charges. 


Customer  Disservice 

A  carrier  with  good  service  in  Boston  may  fail  you  in  Detroit. 
Here  are  safe  bets  in  better  and  more  poorly  served  cities. 


City 

Best  of  the  Bunch1 

Atlanta 

Cingular 

Boston 

Verizon 

Chicago 

Cellular  One 

Dallas 

Sprint  PCS 

Houston 

Verizon 

Philadelphia 

Verizon 

San  Diego 

Verizon 

Seattle 

AT&T 

Tampa 

AT&T,  Alltel 

Washington/Baltimore 

Verizon 

City 

Best  of  the  Bad2 

Detroit 

Cingular,  Verizon 

Minneapolis 

AT&T,  Verizon 

Los  Angeles 

AT&T,  Cingular,  Verizon 

New  York 

AT&T,  Verizon 

St.  Louis 

Cingular,  Verizon 

'Includes  call  quality,  customer  service,  pricing  and  other  factors.  'Includes  call  clarity, 
consistency  and  handset  features.  Carriers  listed  were  best  of  those  rated  in  cities  but 
ranked  in  bottom  30%  in  a  national  survey.  Ranked  highest  in  customer  satisfaction  in 
respective  market  Source:  JD  Power  2000  surveys. 


Sprint  promised 
2  million  people  free 
incoming  minutes,  but 
charged  them  anyway. 

VoiceStream  agreed  to  changes,  but  its  compliance  is  not 
exactly  wholehearted.  Current  ads,  featuring  Jamie  Lee  Curtis, 
show  the  large-print  "calling  neighborhood"  followed  by  an 
asterisk  referring  to  the  states  included  in  smaller  print.  That 
reference  is  followed  by  another  asterisk  referring  to  even 
smaller  print  at  the  bottom  of  the  page  stating  "Coverage  not 
available  in  all  areas."  VoiceStream  says  it  has  made  necessary 
changes  and  declines  further  comment.  NAD  disagrees  and 


has  referred  the  matter  to  government  regulators.  There  it  si 
In  Los  Angeles,  the  local  service  owned  by  AT&T  Wireh 
and  BellSouth  had  touted  ubiquitous  coverage  and  an  i 
stant  91 1  connection.  Marcia  Spielholz  was  driving  throu; 
L.A.'s  west  side  when  two  other  drivers  tried  to  hijack  h 
BMW.  She  sped  away  with  them  in  pursuit,  trying  for  sevei 
minutes  to  reach  the  police  on  her  cell  phone,  to  no  ava 
she  was  in  a  cellular  dead  zone.  The  carjackers  forced  h 
to  pull  over  and  shot  her  in  the  face.  She  underwent  22  1 
constructive  facial  surgeries  and  sued  L.A.  Cellular  ai 
AT&T,  charging  they  knew  of  the  dead  zones  all  along.  AH 
settled  for  a  reported  $5  million  to  $8  million  in  1999. 

Olivier  Beauchemin  also  responded  to  AT&T's  pitch  f 
broad  coverage.  But  the  Boston  engineer  discovered 
i  couldn't  even  get  a  signal  on  Route  128,  Boston's  hig 
tech  hub.  He  discovered  one  reason  AT&T's  coverage  was 

bad  is  that  it  prograr 
phones  not  to  switch 
some  rival  analog  signa 
"I  could  be  stranded  in 
emergency  somewhe 
when  a  perfectly  good  si 
nal  is  present,  becau 
AT&T  is  saving  netwo 
costs,"  he  fumes. 

It's  all  standard  open 
ing  procedure  in  a  hig 
tech  industry  that  loses  b 
lions  and  mistreats  millio: 
How  much  longer  are 
going  to  put  up  with  it? 


Tele-phony 

Clipping  customers  is  so 
embedded  in  the  wireless 
business  that  a  whole 
language  has  grown  up 
around  it.  Some  choice  terms. 
break  FEES:  Charged  for 
ending  wireless  contracts 
before  their  term  is  up. 
BEAD  TIME:  Period  from  the 
moment  a  caller  pushes 


"send"  until  a  call  is 
connected;  companies  charge 
you  for  this. 

LAG-TIME  BILLING:  Not  posting 
charges  for  roaming  and 
excess  minutes  to  customer 
bills  for  several  months,  by 
which  time  they  can  run  into 
hundreds  of  dollars. 
LOCK-IN:  Forcing  customers  to 
buy  new  phones  when  they 
switch  carriers,  even  when  the 
old  ones  would  work  fine. 


ROUNDING  UP:  Charging  callers 
for  whole  minutes  when  only 
one  second  is  used.  "Out 
customers  like  the  simplicity 
of  paying  by  the  minute," 
a  Sprint  spokesman  says. 
UNLOCKING  FEES:  Charges  for 
"unlocking"  a  phone  at  the 
beginning  of  a  subscription. 
WIRELESS  SPAM:  Ads  directed 
at  wireless  customers— and 
delivered  at  their  expense. 

-N.W. 
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Your  heart  will  never  be  idle  again! 


rtz.com 

nil  vehicle*,  vehicle  equipment 
services  :iviii1:ihlc  itt  locations. 

I  I  S  K\'f,  DM-.  6  IIKIITZ  SVS'n.M  INC..  JINH/O.VMII 


The  Jaguar  S-TYPE  at  Hertz. 
Send  your  heart  racing  with  the  new  Hertz  Prestige  Collection. 

Oeilt  tne  Jaguar  S -TYPE  and  it'll  do  more  than  Warm  your 
heart— it'll  heat  it  up.  Simply  reserve  any  of  the  luxurious 
performance  vehicles  included  in  the  new  Hertz  Prestige 
Collection  (available  at  select  U.S.  and  Canadian  locations) 
for  your  next  business  trip  Or  vacation.  For  reservations, 
call  your  travel  agent  or  the  Hertz  Prestige  Collection 
reservation  line  at  1-800-654-2250.  or  visit  us  at  hcrtz.coin. 
And  you'll  get  special  services  that  arc  exclusive  to  our 
Prestige  Collection.  That  should  get  your  heart  rate  up. 

Hertz 

Prestige  Collection 


ENTREPRENEURS  

as  gone  once  more  by  the  time  Frank 
O'Connell,  a  veteran  executive  from 
Reebok  and  Gibson  Greetings,  came  to 
the  rescue  last  fall.  Indian  lost  money — 
it  refuses  to  say  how  much — on  sales  of 
$90  million  in  2000,  a  year  in  which  it 
retailed  only  2,500  bikes.  Indeed,  it  was 
almost  bankrupt  for  the  third  time  in  its 
history.  Pretty  sad  for  a  100-year-old 
company  that  once  dominated  the  mo- 
torcycle industry. 

But  O'Connell,  58,  sees  value  in  the 
fabled  but  fumbled  Indian  brand,  leg- 
endary for  its  motorcycles  designed  with 
skirted  fenders  and  lipstick-red  paint  jobs. 
In  June,  he  brought  in  Audax  Group,  a 
Boston-based  investment  firm,  which  in- 
vested $45  million  in  exchange  for  a  con- 


trolling stake  in  the  company.  A  bike  buff 
who  recendy  paid  $35,000  for  a  1939  In- 
dian, O'Connell  knows  a  resurrection 
won't  be  easy.  Says  he:  "I've  never  under- 
estimated the  challenge.  It's  big." 

With  diehard  Indian  fans  dwindling, 
and  dealers  feeling  burned,  O'Connell 
must  move  quickly.  He's  cut  production 
and  costs,  halving  Indian's  work  force  to 
400.  He  also  hired  hot-rod  designer 
Douglas  (Chip)  Foose,  to  dream  up 
sleeker  designs  that  are  more  classic  In- 
dian than  Harley- inspired. 

There  are  even  new  ads,  including 
one  in  Cigar  Aficionado  with  actor 
Laurence  Fishburne  straddling  an  In- 
dian. Radio  spots  are  being  tested  in 
Phoenix  and  Miami  with  the  tag  line: 


"Sometimes  a  man's  gotta  do  what 
man  wants  to  do." 

Yeah,  but  will  a  man  spend  $20,000 
plus  for  a  bike  from  a  shaky  vendor?  Th 
sagging  economy  isn't  on  the  new  in 
vestors'  side.  While  sales  of  heavy  cruis 
ers  jumped  18%  in  2000,  bike  sales  ar 
expected  to  slow  this  year.  To  thrive,  In 
dian  needs  to  attract  young  riders  wh« 
may  not  know  or  care  it's  such  a  classic 

It's  nonetheless  a  testament  to  In 
dian's  iconic  status  that  so  many  peopl 
have  tried  to  make  a  buck  on  the  oli 
brand.  'To  bring  back  a  legend  is  the  sex 
iest  thing  in  the  world,"  says  onetim 
chief  executive  Smith. 

In  the  end,  this  might  be  one  legem 
better  remembered  than  resurrected.  ■ 


THE  SON  ALSO  RISES 

Arrivederci,  Papa:  Claudio  Dei  Vecchio  bolted  his  billionaire 
father's  sunglasses  empire  to  resuscitate  ailing  clothiers. 
Will  he  be  the  one  to  rescue  Brooks  Brothers?  by  luisa  kroll 


Incognito  no  more: 
Del  Vecchio,  out  of 
Dad's  shadow. 


WHEN  CLAUDIO  DEL  VECCHK 
moved  to  New  York  froc 
Agordo,  Italy  in  1982,  he  didn 
understand  English  or  the  U.S.  eyewea 
market  That  made  it  a  challenge  for  hir 
to  run  the  U.S.  arm  of  Luxottica  Group, 
the  eyewear  chain  controlled  by  his  fa 
ther,  Leonardo.  But  within  15  years  h 
helped  orchestrate  a  public  stock  offer 
ing,  acquire  retailer  LensCrafters  an 
boost  Luxottica's  North  American  sale 
26-fold  to  $2  billion.  He  also  master© 
English,  a  language  that  still  flummoxe 
his  billionaire  father. 

But  the  younger  Del  Vecchio,  44,  wa 
frustrated.  His  success  as  co-chief  execu 
tive  of  Luxottica  Group  was  often  over 
looked  because  most  of  the  attentioi 
was  lavished  on  his  better-known,  auto 
cratic  dad.  Not  surprising.  Leonardo,  66 
is  the  second-richest  man  in  Italy  (wort! 
$6.6  billion).  Entirely  self-made,  he  spen 
his  childhood  in  an  orphanage  and  hi 
early  working  years  on  a  factory  flooi 
Ciaudio's  only  struggle,  by  contrast,  ha< 
been  to  prove  he  was  up  to  the  jobs  hi 
father  handed  him. 

Then,  on  a  flight  from  New  York 
Milan  in  1997,  Leonardo  mentioned  tc 
Claudio  that  he  was  at  his  wit's  end  witl 
Casual  Corner,  the  ailing  women's  ap 
parel  chain  that  had  come  with  his  ac 
quisition  of  LensCrafters'  parent,  U.S 
Shoe.  The  retailer,  geared  toward  younj 


126     FORBES"  September  17,2001 


Kenny,  your 
Kinko's  co-worker       tfc  m 


Projected  Sales 


"Years  ago,  Kinko's  mostly  made  copies.  And  I  mostly  did  the  hustle. 
You  should  see  what  we're  doing  now." 

hat's  right.  I  traded  in  my  lime-green  leisure  suit  for  a  dark-blue  apron.  Meanwhile,  Kinko's  added  all  kinds  of  new  services, 
ke  printing  posters,  signs  and  banners.  Commercial  Account  Managers  that  give  you  document  solutions  customized 
>r  your  business.  Digital  Photo  Centers,  where  you  can  use  our  KODAK  Picture  Maker  to  make  photo-quality  prints  from 
aditional  and  digital  photos.  And  most  every  Kinko's  has  a  FedEx"  drop  box  with  one  of  the  latest  pickup  times  around. 
0  stop  by  Kinko's  today.  Where  the  only  hustle  I'll  do  is  to  make  sure  you  get  whatever  you  need  done.     |{J|^ j^Q'J* 

we're  doing  more: 

POSTERS.  SIGNS  &  BANNERS  •  CUSTOM  BUSINESS  SOLUTIONS  •  DIGITAL  PHOTO  CENTERS  •  COMPUTER  WORKSTATIONS  •  FEDEX  LATE  PICKUP 
Open  24  hours  •  www.kinkos.com  •  America  Online   Keyword:  Kinko's  •  1-800-2-KINKOS 

oducts  and  services  vary  by  location  See  store  for  details.  Kodak  is  a  registered  trademark  of  Eastman  Kodak  Company.  America  Online  is  a  registered  service  mark  of  America  Online,  Inc.  FedEx  is  a  regis- 
'ed  trademark  of  Federal  Express  Corporation  Kinko's,  we're  doing  more  and  kinkos.com  are  proprietary  marks  of  Kinko's  Ventures,  Inc.  and  are  used  by  permission.  Kinko's  requires  written  permission  from 
e  copyright  holder  in  order  to  reproduce  any  copyrighted  work.  ©2001  Kinko's,  Inc.  All  rights  reserved. 


professionals  on  a  budget,  was  losing 
$120  million  on  sales  of  $564  million, 
down  65%  from  its  revenue  peak.  Pre- 
dicting its  demise,  manufacturers  and 
landlords  were  reluctant  to  do  business 
with  the  company  that  might  as  well 
have  been  called  Casualty  Corner. 
Leonardo  pumped  $300  million  into  the 
Enfield,  Conn. -based  outfit  to  modern- 
ize stores  and  upgrade  distribution  and 
information  systems.  But  the  investment 
didn't  boost  sales  or  stem  losses. 

Claudio  didn't  know  the  apparel  biz, 
but  he  recognized  an  opportunity  to  im- 
press his  father.  Within  a  year  he  had 
traded  a  not  quite  $50-million  chunk  of 
his  shares  in  Luxottica  Group  for  the 
struggling  retailer.  His  first  move  was  to 
slash  the  number  of  factories  supplying 
Casual  Corner  from  100  to  50,  improv- 
ing its  relationships  with  suppliers. 

Then  he  tackled  Casual  Corner's  out- 
dated, conservative  careerwear,  adding 
shoes,  accessories  and  weekend  clothes. 
Claudio  also  added  a  line  of  staples,  in- 
cluding a  black  dress  and  black  slacks, 
which  never  change  and  are  never 
marked  down.  He  appointed  new  buyers 
to  oversee  entire  product  lines,  replacing 
a  disorganized  group  that  purchased 
blazers,  skirts  and  slacks  separately  and 
created  disastrous  clashes.  Fuchsia  ani- 
mal-print blouses,  for  example,  hung  on 
racks  alongside  classic  navy  blazers. 

After  a  decade  of  losses  the  privately 
held  Casual  Corner  netted  $40  million 
on  revenue  of  $808  million  in  the  fiscal 
year  ending  Jan.  31, 2001.  Since  Claudio 
took  over  the  1,000-store  chain  in  1998, 
sales  per  square  foot  have  soared  89%, 
to  $274.  With  that  Del  Vecchio  may  have 
finally  won  the  respect  of  his  father.  Says 
Leonardo:  "It  was  a  challenge  to  prove 
he  could  run  a  business  on  his  own." 

Claudio  is  in  no  hurry  to  return  to 
Luxottica  Group  where  he  was  just  "a 
piece  of  the  puzzle."  Emboldened  by  Ca- 
sual Corner's  comeback,  this  year  he 
paid  $8.5  million  for  troubled  Adrienne 
Vittadini,  a  women's  apparel  wholesaler. 
He  also  bought  Carolee  Design  and  is 
bidding  for  struggling  Brooks  Brothers. 

Claudio  has  shown,  after  all,  there  is 
value  in  things  others  overlook.  F 


OIL  SLICKERS 

Tiny  Probex  has  figured  out  a  way  to  clean  up  the  dirty 
business  of  oil  recycling.  Now  it  just  has  to  prove  it. 


and  motor  oil,  which  is  sold  for  abo 
$1  gallon  to  government  fleets. 

But  that's  lower-grade  stuff  th 
doesn't  meet  new  quality  standar 
from  the  automotive  industry  th 
took  effect  in  July.  Safety- Kleen  exe 
say  they  plan  to  upgrade  their  Ea 
Chicago,  Ind.  facility,  the  work 
largest,  to  make  higher-grade  lub 
They  believe  the  existing  infrastru 
ture  gives  them  an  edge. 


BY  DOUG  DONOVAN 

■  N  1997  CHEMISTS  WERE  TRYING  TO 

■  extract  metals  from  used  industrial 
I  oil  when  they  discovered  something 
unusual:  a  chemical  process  to  purify 
the  oil  so  that  it  didn't  turn  to  tar  in  a 
refinery's  pipes.  In  fact,  the  stuff  was 
clean  enough  to  make  the  highest- 
grade  motor  oil  for  cars.  The  discov- 
ery by  Probex  Corp.  of  Dallas,  Tex. 
may  revolutionize  the  $175  million 

By  the  Numbers 

Dirty  Tricks 

Good  thing  there's  gold  in  used  oil,  since  1.4  billion  gallons  of  the 
stuff  are  discarded  every  year.  There  should  be  less  waste  with  more 
companies  angling  to  clean  up  old  oil  and  turn  it  into  new  lubricants. 


sewers,  rivers. 


What  Jiffy  Lube  charges  to  change  the  oil  in  most  cars. 


0/ 

/0  of  U.S.  car  owners  change  their  own 


2  gallons  Amount  of  used  motor  oil  required  to  generate 
enough  electricity  to  run  an  average  house  for  a  day. 


2  Number  of  U.S.  companies  with  oil-reprocessing  refin 


Sources:  PetroTrends:  American  Petroleum  Institute;  Jiffy  Lube  Internatio 


market  for  recycled  oil. 

Cars,  trucks  and  factory  engines 
annually  discard  1.4  billion  gallons  of 
motor  oil  in  the  U.S.  Nearly  400  mil- 
lion gallons  are  dumped  in  drains  or 
landfills.  Another  750  million  gallons 
are  sold  to  steel  and  cement  factories, 
where  they  are  burned  as  fuel.  Only 
140  million  gallons  are  recycled  for  use 
in  motor  lubricant,  and  the  industry's 
biggest  player,  Safety-Kleen,  based  in 
Columbia,  S.C.,  refines  90%  of  that. 
The  process  produces  asphalt,  fuel  oil 


Probex  Chief  Executive  Charl- 
Rampacek  says  there's  room  for 
smaller  player  to  claim  the  highe 
grade  market,  which  he  believes  w 
be  worth  $1.6  billion  a  year.  He's  be 
ting  Safety-Kleen  won't  spend  tJ 
money  for  upgrades  because  tr 
company  filed  for  Chapter  1 1  banl 
ruptcy  protection  in  June  2000.  Ran 
pacek,  who  left  the  top  job  at  Lyoi 
dell-Citgo  to  join  publicly  hel 
Probex  in  1999,  plans  to  refine  use 
oil  for  46  cents  a  gallon  and  sell  it 
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ENTREPRENEURS 


b 

■ ■ 

I<1 

higher-quality  base  stock  for  $1.25  a 
gallon.  "The  timing  is  superb  for  us," 
Rampacek,  58,  says. 

Problem  is,  Probex  won't  have  a 
plant  until  early  2003  and  several  other 
companies  are  rushing  to  develop  their 
own  high-grade  lube  recycling 
processes.  In  fact,  a  company  called  In- 
terline Resources  touted  one  in  1996, 
back  when  Probex  chemists  were  still 
looking  for  metal  in  old  oil.  Interline's 
process  was  promising  enough  to  attract 
Quaker  State,  which  agreed  to  help  build 
30  small  refineries.  But  the  plants  were 
more  expensive  to  maintain  than  Inter- 
line anticipated.  There  were  costly  shut- 
downs when  dirty  oil  clogged  its  ma- 
chinery, a  hazard  in  this  business. 
Quaker  State  pulled  out  and  Interline 
filed  for  bankruptcy  protection  in  1997. 

Rampacek  insists  the  Probex  opera- 
tion reduces  the  gooey  tar  that  gums  up 


machines.  The  exact 
process  is  closely 
guarded,  but  it  works 
something  like  this: 
Used  oil  is  treated  with 
chemicals  to  thin  it  out. 
Then  water,  gasoline 
and  kerosene  are  re- 
moved before  it's  piped 
into  a  vacuum  distilla- 
tion tower.  There  the  oil 
is  evaporated,  and  mol- 
ecules of  like  weight 
pool  together  as  they  condense.  The 
Probex  refinery  will  handle  1 14  gallons 
a  minute.  From  that  input,  64%  be- 
comes "base  stock,"  a  starting  point  for 
new  lubricating  oil;  20%  becomes  fuel 
oil;  and  16%  becomes  asphalt. 

Rampacek  says  he  has  letters  of  in- 
tent to  sell  75%  of  the  32  million  gal- 
lons a  year  of  the  base  stock  that  its  first 


PROBEX  HAS 
TO  SHOW  THAT 
ITS  PROCESS 
WORKS 
OUTSIDE  A 
TEST  FACILITY. 


plant  in  Wellsville,  Oh 
will  produce.  He  boai 
that  Probex  can  run 
operating  profit  (n 
before  depreciation,  i 
terest  and  taxes)  of  $; 
million  on  revenue 
$53  million  the  fill 
year  the  plant  is  ope 
That  remains  to  be  see 
but  if  he  succeeds,  1 
will  build  four  mo 
U.S.  refineries  and  tv 
overseas  by  2005. 

For  now  Probex  ge 
revenue  from  collectii 
33  million  gallons 
unrefined  oil  and  sellii 
it  to  factories  that  bui 
it  as  fuel.  That  busine 
brought  in  $11  millic 
during  the  first  nil 
months  of  2001,  b 
Probex  lost  $13  millio 
mostly  to  expenses  f» 
the  new  plant.  Its  ma 
ket  capitalization  hove 
around  $40  million.  A 
though  it  will  be 
months  before  Probi 
is  able  to  make  and  st 
high-quality  recycle 
oil,  it  has  attracted 
couple  of  big  backer 
AIG  and  another  insu 
ance  company  Probt 
won't  name  may  insu 
the  Probex  process  : 
there  will  be  money 
fix  it  if  it  doesn't  wor 
AIG  even  invested  $3 
million  for  a  10%  stal 
in  Probex  in  1999.  Ar 
Bechtel,  which  w: 
build  the  plants,  kicke 
in  $5.6  million  for  a  15%  stake. 

But  Probex  still  has  to  show  that  i 
process  will  work  outside  a  test  facilit 
Until  the  Wellsville  plant  is  operatin 
Safety-Kleen  and  Evergreen,  anoth< 
rival,  aren't  too  worried.  "It  all  remaii 
to  be  proven,"  says  Jacob  Voogd,  Eve; 
green  chairman.  And  it  will  be  a  whi 
before  Probex  cleans  up. 
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Dmpaq  technology  keeps  14  of  the  15  largest  stock  markets  up  and 
inning.  Day  in,  day  out.  With  billions  of  shares  traded  daily,  it's  no 
onder  that  enterprises  looking  for  mission-critical,  high-availability 
)lutions  are  turning  to  Compaq. 


INNOVATIVE  PRODUCTS, 
INTEGRATED  INTO  SOLUTIONS  & 
DELIVERED  GLOBALLY 


] 


to  find  out  more  go  to  compaq.com/IT 
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Flatter  Gets  Cheaper 

Slim,  bright,  power-saving  LCD  displays  still  cost  three  times  as  much  as  traditional  tube 
monitors,  but  they're  now  an  affordable  luxury.  Here's  what  to  think  about  before  buying  one 


BY  STEPHEN  MANES 

YOU  CAN  NEVER  BE  TOO  THIN 
or  too  rich"  was  a  long- 
standing motto  for  flat-panel 
computer  monitors.  The 
svelte,  cool-running  liquid- 
crystal  displays  (LCDs)  saved  desk  space 
and  power  costs — but  at  prices  attrac- 
tive only  to  members  of  the  Forbes  400. 
A  year  ago  an  18-inch  LCD  monitor  cost 
more  than  $2,500,  a  15-incher  more 
than  $800. 

Now  the  middle  class  can  get  a  tax- 
rebate- size  break.  Thanks  to  a  glut  in 
the  flat-panel  market  (FORBES,  Aug.  6), 
similar  units  now  sell  for  less 
than  $1,000  and  $450,  respec- 
tively— cheaper,  but  still  thrice 
as  much  as  comparable  tube 
monitors.  Apple's  mammoth 
22-inch  Cinema  Display, 
which  began  life  two  years 
ago  at  $4,000,  can  be  had 
for  a  mere  $2,500. 

LCDs  are  brighter  and 
crisper  than  even  flat- 
screen  cathode-ray  tube 
monitors  (CRTs)  and 
have  fewer  distorting 
anomalies.  Tube  dis- 
plays typically  force 
you  to  make  minute 
adjustments  to  correct 
geometric  distortions 
like  picture  tilt,  which, 
believe  it  or  not,  is  ac- 
tually affected  by  the 
monitor's  orientation 
in  the  Earth's  mag- 
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netic  field.  LCDs  simply  don't  have  those 
problems,  or  other  tube  failings,  like  the 
way  a  bright  section  of  a  picture  can  dis- 
tort the  rest. 

Tube  monitors  demand  that  the 
video  card  deliver  high  refresh  rates  to 
avoid  perceptible  flicker;  with  modern 
LCDs,  flicker  is  rarely  a  problem.  And 
thanks  to  a  scam  that  lets  manufactur- 
ers count  the  glass  hidden  behind  the 
frame,  a  "17-inch"  tube  typically  dis- 
plays a  picture  measuring  only  16  diag- 
onal inches.  A  17-inch  LCD  screen  de- 
livers every  last  millimeter  it  promises. 

But  LCDs  have  quirks  of  their  own. 


Because  their  pixels  are  so  sharp,  the  pic 
ture  can  look  somewhat  grainy.  And  LCI 
monitors  look  best  at  a  single  built-ii 
"native"  resolution — typically  1,280-by 
1,024  pixels  for  screens  of  16  to  18  inche 
and  l,024-by-768  for  smaller  ones. 

What  happens  if  you  are  forced  t< 
run  something  like  a  game  at  a  lowe 
resolution?  A  CRT  would  smoothl; 
change  its  scan  rate  to  conform,  but  ai 
LCD  has  just  two  inferior  choices:  slap 
ping  the  pixels  into  the  middle  of  th< 
screen  surrounded  by  a  black  bordei 
or  using  a  computational  "scaler"  t< 
figure  out  how  to  fill  the  screen,  gener 


Freeing  desktops  from  the  tyranny  of  tubes: 
Samsung  SyncMaster  I70T,  Apple  Cinema 
Display,  ViewSonic  ViewPanel  VEI50m. 


DIGITAL  TOOLS 


it 


Uy  with  slightly  fuzzy  results. 

With  LCDs,  brightness,  readability 
rid  color  accuracy  invariably  drop  off  as 
ou  move  to  off-angles,  a  potential  prob- 
;m  for  those  who  often  consult  with 
roups  huddled  around  the  monitor, 
jony's  $1,600  18.1 -inch  SDM-N80  pivots 
Jn  two  places,  allowing  for  great  flexibil- 
^y  in  positioning — which  it  needs,  be- 
I  ause  it  is  particularly  hard  to  view  from 
ny  angle  except  straight  on. 
amsung's  otherwise  very  good 
1 865  17-inch  SyncMaster  170T 
das  a  single  pivot  on  a  tall  stand 
hat  cannot  be  set  as  low  as  I 
'refer.  But  like  many  other 
itCDs,  it  can  be  removed  from  its  stand 
ii  nd  attached  to  an  industry-standard 
/all  or  arm  mount. 

Most  LCD  monitors  come  with  in- 
uts  that  mate  to  standard  analog  video 
torts.  Some,  like  the  Samsung  and  the 
it  lony,  also  include  digital  inputs.  But 
igital  signals  typically  require  a  high- 
ai  nd  video  board  and  a  special  cable. 
i|  Lpple's  LCDs  are  digital-only,  and 
i  le  cable  is  built-in.  Digital  tends  to 
i  e  sharper,  particularly  with  text. 

inicky  users  will  prefer  it,  but 
£  'lost  people  won't  notice  the  dif- 
;rence  without  a  side-by-side 
emonstration. 

That  demonstration  would 
Iso  reveal  that  pictures  from 
ifferent  LCD  monitors  vary 
ven  when  they  are  ostensi- 
ly  set  up  identically.  Fortu- 
ately,  most  units  let  you 
,veak  the  color  to  get  a 
etter  match  with  your 
rinter  or  personal  taste, 
.pple  has  an  even  bet- 
:r  solution  by  building 
olor- matching  into  its 
CDs.  But  tube  moni- 
es generally  do  a  better 
)b  of  rendering  the  subtlest 
o\or  gradations. 

Tiny  space-saving  speakers 
re  built  into  some  LCD  units, 
ut  they  are  invariably  lousy — 
ke  those  tinny  ones  in  your 
otebook  computer,  only  worse, 
hey  are  basically  useful  only  if  you 


never  listen  to  anything  more  musical 
than  the  chime  that  lets  you  know  you 
have  mail. 

Sony  also  includes  two  dubious  fea- 
tures on  its  unit.  An  infrared  "user  sen- 
sor" is  supposed  to  detect  when  you 
leave  your  desk  and  turn  off  the  picture 
until  you  return.  But  this  quickly  gets 
annoying  after  the  third  time  you've 
reached  for  the  phone  and  the  screen's 

gone  dark.  The  manual 
SonySDM-  & 

N80:  Gets  its  includes  a  special 

skinny  profile      f|    B^fe^^,         pink  insert 
from  a  clunky 
box  not 
shown  here. 


labeled  "If  the  user  sensor  does  not 
seem  to  work  properly,"  but  it  did  not 
seem  to  help.  A  sensor  that  adjusts  the 
screen's  brightness  to  the  light  in  the 
room  never  quite  delivered  the  levels  I 
would  pick  for  myself. 

Apple's  excellent  displays  use  a  single 
connector  that  sends  power  to  the  unit 
along  with  the  video  signal.  But  they 
work  only  with  Macintoshes.  Most  other 
models  leave  it  to  you  to  route  an  as- 
sortment of  cables  up  the  stand  and  into 
the  unit,  which  often  involves  removing 
and  replacing  flimsy  plastic  covers  on 
the  back.  The  booby  prize  here  goes 
to  Sharp's  $750  LL-T1610W, 
which  can  store  its  power 
brick  in  the  base — if  you 
manage  to  figure  out  how  to 
snake  the  cable  into  a  tiny 
niche  while  obeying  the  man- 
ual's instructions  to  "Take  care 
not  to  bend  or  twist  the  cord." 
LCDs  take  up  a  lot  less  space 
than  tube  behemoths,  and  they're 
better  looking,  too.  But  the  stylish 
plastic  frames  of  Apple's  displays 
transmit  distracting  reflections  while 
you  use  them.  Sony's  SDM-N80  has  an 
attractively  skinny  profile,  but  its  lis- 
some look  is  a  bit  of  a  cheat:  The  guts 
of  the  unit  are  housed  in  a  separate 
"media  engine"  box  that  you  have  to 
find  room  for  elsewhere.  ViewSonic's 
$480  15-inch  ViewPanel  VEl50m  is 
framed  in  boring  beige,  but  the  unit  is 
deUghtfully  small  and  unobtrusive. 

Of  the  units  I  tried,  I  was  least 
happy  with  NEC-Mitsubishi's  $975 
MultiSync  LCD1830  and  $400  LCD1530V, 
whose  screens  seemed  rather  wan. 
Though  16-inch  models  from  Sony  and 
Sharp  looked  crisp,  their  high  reso- 
lution made  text  a  bit  too  small 
for  my  aged  eyes.  I  liked  the 
Apple,  ViewSonic  and  Samsung 
units  best,  but  I  could  live  with 
any  of  the  units  I  tried.  As  a  class, 
these  screens  are  quite  good. 

And  if  you're  dead  set  on 
buying  a  flat-panel  display,  con- 
sider a  package  deal  that  tosses  a 
computer  into  the  bargain.  It's  called  a 
notebook.  F 
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I  SOFTWARE 


Benioff  s  Salesforce.com  could  be  the  last  gasp  of  the  ASP,  or  the  start  of  something  enviable  to  Oracle,  Microsoft  and  Siebel. 


SOMEBODY  TELL  MARC  BE- 
nioff  that  Silicon  Valley  is  in  a 
recession.  The  36-year-old 
founder  of  Salesforce.com  has 
no  regrets  over  having  shelled 
out  a  couple  thousand  dollars  on  a 
color  specialist  to  pick  the  perfect 
earth-tone  paints  for  his  San  Francisco 
offices.  He  brazenly  declares:  "It  took 
Microsoft  and  Oracle  nine  years  to 
reach  $50  million  in  sales.  We'll  do  it  in 
three.  We're  going  to  be  the  most  prof- 
itable software  company  in  the  world." 

He's  done  fine  so  far.  While  corpo- 
rate spending  on  software  is  up  a  mere 
10%  for  the  first  half  of  the  year,  Sales- 
force.com's  revenues  have  doubled  to 
$14  million.  The  privately  held  outfit 


has  2,900  customers,  including  Enron, 
First  Union  and  Alamo,  tracking  orders 
and  managing  customer  data  with  its 
Web-delivered  software.  Benioff  antici- 
pates his  first  profit  by  March  2002.  To 
get  there  he  has  to  convince  1,000  com- 
panies, or  25,000  new  users,  that  what 
they  really  need  is  a  dot-com  to  moni- 
tor their  sales  activity. 

Salesforce.com  is  the  latest  breed  of 
software  animal  known  as  application 
service  providers,  or  ASPs.  Three  years 
ago  ASPs  such  as  Corio  and  USinternet- 
working  were  hyped  up  as  a  way  for 
companies  to  rent  expensive  enterprise 
software  from  SAP  or  PeopleSoft  for  a 
monthly  fee.  The  customer  would  ac- 
cess the  software  over  the  Web  from  the 


ASP's  servers,  receive  around-the-clo 
tech  support  and  avoid  millions  in  co 
suiting  fees  to  integrate  applicatio 
from  various  vendors.  No  more  mar 
moth  long-term  contracts  resulting 
thousands  of  unused  licenses. 

But  integrating  incompatible  so: 
ware  is  no  mean  feat  and  renting  out 
hosting  someone  else's  code  is  not  th 
lucrative.  Corio  and  USinternetworkii 
have  yet  to  turn  a  profit.  Both  are  nc 
penny  stocks. 

Benioff  has  added  a  key  ingredie 
to  the  ASP  model:  homegrown  sol 
ware.  For  $65  a  month  per  user,  cu 
tomers  get  the  benefits  of  browse 
based  software.  It  can  be  installed  in 
few  weeks,  not  months  as  with  trac 
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Stop  pretending  your  network  is  smarter  than  it  reaSiy  is. 


TECHNOLOGY  SOFTWARE 


tional  packaged  wares.  Upgrades  are 
done  six  times  a  year  instantaneously, 
online,  at  no  added  cost.  Included  in 
the  fee  are  data  storage  and  any  tweaks 
to  the  software  like  adding  new  data 
categories  or  ways  to  sort  sales  reports. 
These  can  be  done  easily  without  pro- 
gramming help  from  sales  jocks. 

"We're  seeing  the  end  of  software 
as  we  know  it,"  says  Benioff,  a  13-year 
Oracle  veteran  who  excelled  quickly  in 


from  big  names  including  Ellison  and 
Gateway's  chief,  Ted  W.  Waitt. 

Now  he's  leading  the  pack  in  a  race 
against  small  firms  such  as  UpShot  in 
Mountain  View,  Calif.  He's  wary  of  big- 
ger competitors,  but  they  seem  to  be 
running  in  slow  motion.  Archrival 
Siebel  Systems  is  still  recovering  from 
the  demise  of  Sales.com,  its  halfhearted 
attempt  at  a  Web-based  sales  portal.  In 
December  Siebel  wrote  off  its  stake  in 


.NET,"  says  Dwight  Krossa,  director  I 
Windows  server  marketing. 

To  turn  a  profit,  Benioff  needs  bi 
ger  accounts.  Salesforce.com  averag 
only  25  users  per  account,  tracking  sal 
and  customer  data  generally  within 
single  department,  not  companywid 
"We  want  a  10,000-user  deal  in  or 
chunk,"  he  says. 

Word  of  mouth  might  help.  Cu 
tomers  rave  about  the  software's  ease  ■ 


'WE'RE  GOING  TO  BE  THE  MOST  PROFITABLE  SOFTWARE  COMPANY.' 


the  sales  department  to  become,  at  age 
25,  Oracle's  youngest  vice  president, 
overseeing  product  development  for 
desktop  PCs.  In  1999  Benioff,  like  so 
many  prior  Oracle  execs,  left  to  make 
a  name  for  himself  outside  of  Larry 
Ellison's  shadow. 

After  two  years  working  with  20 
full-time  engineers,  he  finished  the 
product  that  he  dubs  "My Yahoo  meets 
Siebel."  He  bombarded  tech  confer- 
ences with  stickers  and  magnets  with 
the  word  "software"  in  a  circle  with  a 
slash  through  it,  and  raised  $65  million 

WIRELESS  


Sales.com,  despairing  it  would  ever 
make  money  over  time. 

This  June  PeopleSoft  Webified  its 
entire  customer  relations  management 
software,  PeopleSoft  8  CRM.  So  far  not 
even  5%  of  its  users  are  online.  Oracle's 
E-Business  Suite  will  offer  a  wide  range 
of  software  over  the  Web,  including 
marketing,  sales,  manufacturing  and 
purchasing  applications.  Microsoft 
aims  to  be  the  ultimate  Web-based  plat- 
form with  its  .NET  release.  "Any  time 
someone  develops  or  deploys  an  appli- 
cation, they  will  want  to  run  it  on 


use.  "Adding  a  field  to  tell  you  the  ge< 
graphic  location  of  a  customer  toe 
only  ten  seconds  to  implement  glol 
ally,"  explains  Denis  Hanna  of  Textrc 
Fastening,  an  $800  million  unit  of  Te: 
tron.  "And  you  don't  have  to  be  a  pre 
grammer  to  do  it,"  he  adds. 

Benioff  learned  the  importance 
conviction  at  Oracle.  "Larry  said  th; 
the  leader  has  to  always  have  a  visioi 
tell  everyone  else  where  the  company 
going,"  he  says.  Whether  his  ant 
software  vision  will  snatch  his  old  en 
ployer's  customers  is  yet  to  be  seen.  I 


If  Walls 
Could  Talk 

RadioFrame  Networks  has 
developed  a  cheap  solution 
to  indoor  wireless  problems. 


BY  NICOLE  RIDGWAY 

AS  BAD  AS  MOBILE  PHONE  SERVICE 
is  outdoors  (see  cover  story,  p. 
114),  it's  worse  inside,  a  frustra- 
tion for  doctors,  warehouse  workers 
and  salespeople  who  ride  elevators. 

Technologies  from  Ericsson,  Cisco 
and  a  handful  of  small  firms  exist  to  fix 
these  problems,  but  they  haven't  gotten 
much  traction  with  carriers.  In  2000 
only  $175  million  worth  of  indoor 
wireless  systems  were  sold  in  the  U.S.,  a 
small  jump  from  the  $161  million  in 
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Our  network  is  our  business,  so  I  can't  take  the  chance 
that  our  informarion  isn't  protected  around  the  clock. 
When  the  stakes  are  this  high,  I  rely  on  the  security 
management  leader  thousands  of  companies  trust; 
Internet  Security  Systems.  As  pioneets  in  information 
protection,  their  experts  help  me  determine  the  right  mix  of 
products  and  managed  security  services.  Now  I  focus  on 
our  strategic  business  goals,  confident  1  have  the  best 
security  for  my  networks,  servers  and  deskrops.  There's  no 
question  Internet  Security  Systems  gives  me  a  competitive 
advantage  by  helping  protect  against  financial  loss 
and  legal  liability.  Their  power  to  protect  gives  us  the 
power  to  compete.  To  power  your  network  with  security 
management  from  Internet  Security  Systems  visit 
www.iss.net  or  call  1-800-776-2363 


:  Request  your  free  copy  of  Securing  The  Internet 
i  Economy:  An  Executive  Guide  to  Managing  Online  Risk 
at  www.iss.net/iss/securitysolutions1/ 
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©  2001  Imernei  Security  System*,  Int.  All  rights  revived  worldwide. 
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1999,  according  to  InfoTech,  a  market 
research  firm  in  Parsippany,  NJ.  Only 
75  customers  purchased  Lucent's 
Roameo  wireless  office  equipment,  of- 
fered in  1997.  Lucent  has  since  folded 
the  product  line. 

Both  carriers  and  customers  have 
reason  to  hate  indoor  wireless  systems. 
They  leech  precious  spectrum  from  al- 
ready overburdened  outdoor  networks. 
Many  installations  require  dozens  of 
costly  antennas  and  cables.  Indoor 
wireless  systems  can  cost  businesses  up 
to  $1,000  per  user,  almost  twice  as 
much  as  traditional  wireline  systems. 

Robert  Mechaley  thinks  he  has  a  fix. 
His  privately  held  company,  Radio- 
Frame  Networks  of  Redmond,  Wash., 
has  a  new,  low-cost  wireless  system  that 
uses  far  less  hardware  and  doesn't  eat 
up  a  carrier's  outdoor  bandwidth.  The 
size  of  an  exit  sign,  the  RadioFrame 
unit  can  be  added  easily  to  an  office's 
local  area  network.  Installation,  he 
claims,  costs  as  little  as  one-fifth  what 
competing  products  cost  to  install.  "If 
you  know  loosely  how  to  run  a  wire  to 
a  point  in  the  building  and  plug  some- 
thing in,  you're  home  free,"  says 
Mechaley,  the  company's  chairman. 

Many  indoor  wireless  systems 
(called  distributed  antenna  systems)  are 
used  to  fill  in  dead  spots  in  a  network 
by  tuning  into  frequencies  from  larger 
outdoor  cells  and  repeating  the  signals 
inside.  Space  in  outdoor  cells  is  tight 
and  there  are  a  lot  of  fast  busy  signals. 
RadioFrame  diminishes  that  risk  a  bit 
by  creating,  in  effect,  its  own  cell  site.  It 


32,000-square-foot  area  and  can  be  ex- 
tended for  larger  spaces  of  up  to  mil- 
lions of  square  feet  with  the  addition  of 
more  units. 

"It's  our  God-given  right  to  receive 
a  phone  call,  except  inside  a  building  on 
your  wireless  phone,"  says  RadioFrame 
Chief  Executive  Jeffrey  Brown.  "That's 
what  we  really  are  here  to  fix." 

A  potential  advantage  to  Radio- 


►  By  the  Numl 


Wireless  Within 

Companies  are  interested  in  indoor 
wireless  service,  but  these  systems 
have  yet  to  get  a  good  reception. 

estimated  sales  of 
indoor  wireless  systems  by  2005. 

of  U.S.  workers  think  it's  im- 
portant to  be  connected  wirelessly 
in  an  office  or  private  space. 

square  feet  of  the 
Venetian  Resort  in  Las  Vegas 
covered  by  an  indoor  network. 

Sources:  InfoTech;  Alexander  Resources;  LGC  Wireless. 

Frame's  gear  is  that  it  can  be  pro- 
grammed to  work  with  any  wireless 
standard. 

At  the  moment  this  is  a  moot 
point:  The  only  carrier  that  has  signed 
up  for  the  technology  is  Nextel,  which 
uses  an  obscure  format  from  Motorola 
called  iDen.  When  the  time  comes, 
says  Mechaley,  it  will  be  a  simple  mat- 
ter to  program  the  RadioFrame  units 
to  receive  and  send  on  any  of  the  pop- 
ular wireless  formats,  such  as  CDMA, 


"IT'S  OUR  GOD-GIVEN  RIGHT  TO  RECEIVE  A 
PHONE  CALL.  EXCEPT  INSIDE  A  BUILDING 


looks  for  unused  channels  inside  the 
building  and  uses  those  to  talk  to  the 
wireless  phones  and  computers  there.  If 
the  customer  inside  the  building  is  the 
one  initiating  the  call,  RadioFrame  can 
complete  the  call  by  sending  it  over  the 
wired  network — just  as  any  outdoor 
cell  station  would  do. 

Each  RadioFrame  unit  can  transmit 
voice  and  data  over  as  much  as  a 


TDMA  and  GSM. 

A  RadioFrame  competitor,  LGC 
Wireless  of  San  Jose,  Calif.,  can  handle 
multiple  formats  but  often  requires  du- 
plicate installation  of  boxes  and  wiring, 
at  no  small  expense.  Mechaley  claims 
that  RadioFrame's  technology  would 
cost  $100,000  to  handle  1  million  square 
feet  of  interior  space,  while  an  LGC  sys- 
tem would  run  $200,000  to  $750,000. 


But  LGC,  also  privately  held, 
ahead  of  RadioFrame  for  now.  Since 
inception  in  1997,  it  has  sold  indo 
wireless  products  to  17  carriers  inclu 
ing  AT&T  Wireless,  Cingular,  Qwest  ai 
Vodafone.  It  has  installed  its  system 
places  like  the  Venetian  hotel  in  L 
Vegas  and  the  subway  system  in  San 
ago,  Chile.  Its  LGCell,  the  size  of  a  p 
perback  novel,  converts  radio  sigm 
from  an  outdoor  network  into  optic 
and  electrical  signals  that  are  tran 
ported  from  floor  to  floor  and  th« 
converted  back  into  radio  signals. 

Mechaley  is  confident  he  c; 
leapfrog  his  rival.  A  former  chief  scie 
tist  at  AT&T  Wireless  predecess 
McCaw  Cellular,  Mechaley  help* 
launch  the  first  national  cellular  roar 
ing  network.  He  later  co- invented  C< 
lular  Digital  Packet  Data,  which  enabl 
existing  cellular  networks  to  carry  dai 
and  then  spent  more  than  three  yea 
working  on  AT&T's  fixed  wirele 
scheme,  Project  Angel. 

Mechaley  left  AT&T  in  1996  ar 
briefly  ran  Wildfire  Communicatior 
which  makes  voice- activated  messa 
ing  and  call-routing  software.  He  so 
it  to  Britain's  Orange  for  $150  millic 
and,  in  1999,  moved  on  to  Radi« 
Frame,  raising  $11  million  from  Cra 
McCaw,  ex-colleagues  from  ATS 
Wireless  and  Orange's  venture  arm. 
March  RadioFrame  unveiled  its  fir 
product. 

As  good  as  it  sounds,  the  sellii 
won't  be  easy.  It's  a  two-tiered  pitc 
with  RadioFrame  having  to  convin 
carriers  to  convince  their  business  cu 
tomers  to  assume  additional  month 
charges  to  use  it.  Mechaley  can't  easi 
sell  directly  to  businesses  because 
some  point  the  carrier  needs  to  gra: 
permission  to  access  its  network.  Ne: 
tel  says  it  plans  to  roll  out  RadioFran 
systems  by  the  end  of  the  year,  bi 
won't  disclose  financial  terms  of  i 
contract  with  RadioFrame. 

While  InfoTech  projects  that  tr 
market  for  indoor  wireless  systems  ar 
services  could  top  $750  million  1 
2005,  no  system  will  gain  significai 
momentum  until  it  is  proven  chez 
and  easy  to  upgrade. 


138     FORBES"  September  17,  2001 


ORLDCOM, 


today's 


ran: 


v  hat's  the 
Bbel 


difference  betweerl 

our 

worldwide 

IP  network 

ancj  oth 

companies 


for  one  thin 


.  qui* 

exists 


\le  hate  to  split  hairs. 

But  if  you're  going  to  call  yourself  a  network 
solutions  provider,  shouldn't  you  first  own 
a  network? 

That  is  one  of  the  central  differences  between 
WorldCom  and  so  many  other  companies. 

We  own  the  most  scalable  IP  network — 
namely,  our  UUNET  network.  They  don't. 
We  plug  solutions  directly  into  our  network. 
They  can't.  We  look  after  your  data  over  the 
length  of  our  end-to-end  network  and  at  all 
points  in  between.  They  only  wish  they  could. 

All  of  which  means  that  we  take  precautions 
while  they  take  risks.  But  you  don't  have  to. 

Call  1-888-886-3829  for  a  no  cost,  no  obligation 
backup  plan. 


1  WorldCom,  Inc.  All  Rights  Reserved.  CODE:  EXISTS 


To  download  a  FREE  copy  of  IDC's 
"Internet  Growth  Fuels  IP  VPN  Growth," 
visit  www.worldcom.com/us/info/paper 
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Now  you  can  get  unlimited  access  to  all  of  Inside.com  by  subscribing  at  our  low 
basic  rate  of  $3.95/month  or  $39/year! 


BASIC  SUBSCRIPTION  FEATURES  INCLUDE 


BIG  NEWS  All  the  news  in  the  book  publishing,  magazine,  film  and  television  industries 
businesses  every  weekday. 


INSIDE  DOPE  Quick  hits  of  news,  anecdotes  and  buzz  about  industry  events  and  players 
all  day,  plus  an  e-mail  delivered  each  weekday  afternoon. 


DAILY  DIGESTS  All  the  day's  news  on  your  business,  handily  digested,  e-mailed  to  you 
each  weekday  morning. 


INSTANT  ALERTS  Breaking  news  from  the  Inside.com  newsroom  about  any  topic  or 
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:iY  CHANDRANI  GHOSH 
ND  ANDREW  TANZER 

M  Ai:  VIES  FOR 

the  generic  pharmaceutical 
industry  as  a  deluge  of 
branded  drugs  go  off  patent. 
M     And  investors  should  do  well 
^ith  large  drug  wholesalers  like  Cardi- 
lal  Health  and  AmeriSource  Health 
nd  national  pharmacies  such  as  Wal- 
,reen  and  CVS,  which  stand  to  benefit 
inormously  from  the  vast  shift  to 
iheaper  generic  pills  and  the  fat  earn- 
ngs  it  should  generate  (see  table, 
'ottom  of  p.  142). 

From  now  through  2005  a  collec- 
ion  of  branded  drugs  that  pulled  in 
135  billion  in  the  U.S.  last  year  will  lose 
heir  patents,  more  than  twice  as  much 
s  during  the  entire  1990s.  In  early  Au- 
;ust  Eli  Lilly's  celebrated  antidepressant 
'rozac  saw  its  patent  expire.  Over  the 


next  year  a  wave  of  blockbuster  drugs 
including  Bristol-Myers  Squibb's  dia- 
betes medicine  Glucophage,  Schering- 
Plough's  Claritin  for  allergies  and  As- 
traZeneca's  Prilosec  for  heartburn  will 
face  the  rigors  of  generic  competition 
(see  table,  top  of  p.  142). 

Drugs  usually  enjoy  12  to  14  years 
under  a  patent's  aegis;  once  that's  gone, 
pill  prices  plummet.  Within  12  months 
of  expiration  80%  of  the  business  will 
migrate  from  drug  pioneers  to  copycat 
manufacturers  such  as  Barr  Laborato- 
ries and  Mylan.  Generics'  share  of  drug 
prescriptions  (by  volume)  has  swelled 
from  33%  to  45%  over  the  past  decade. 

Three  groups  benefit  mainly  from  a 
patent  expiration:  the  manufacturers  of 
knockoff  drugs,  the  taxpayers  who  pay 
for  Medicaid  and  the  middlemen  who 
distribute  prescription  drugs.  Those 
middlemen  make  more  money  on 


generics  than  on  branded  drugs.  It  looks 
like  a  good  time  to  buy  shares  in  these 
distributors. 

In  this  middleman  group  are  both 
wholesalers  like  McKesson  and  retail 
chains  like  Walgreen.  The  wholesalers 
mostly  service  small  drugstore  chains 
and  independent  stores,  which  lack 
warehousing  space  and  bargaining 
clout.  The  monster  retailers,  deficient  in 
neither,  drive  their  own  deals  directly 
with  the  copycat  pillmakers. 

These  big  boys  have  vastly  more 
bargaining  power  with  the  fragmented 
generic  manufacturers  than  they  do 
with  the  monopoly  supplier  of  a 
branded  drug.  For  instance,  within  two 
weeks  of  Merck's  patent  expiration  on 
Pepcid,  an  ulcer  medication,  17  generic 
manufacturers  had  launched  copies, 
says  Leonard  Yaffe,  a  Banc  of  America 
Securities  analyst. 
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End  of  the  Road 


Here's  the  roster  of  major  drugs, 
ranked  by  sales,  that  are  set  to  lose 
their  prized  patent  protection. 


Prilosec  hfartrurn 

2000  SALES  PATENT 


Claritin  ai  i  froies 


COMPANY 

Schering- 
Plough 


2000  SALES 
(SBIL) 

$1.7 


PATENT 
EXPIRATION 

Dec.  02 


COMPAf 

Astra- 
Zeneca 




COMW^^"2i 


lucophage  diabetes 

2000  SALES  PATENT 


(SBIL) 

$4.1 


EXPIRATION 

Oct.  01 


Bristol-Myers 
Squibb 


($BIL) 

$1.6 


EXPIRATION 

Oct.  01 


Prevacid  heartburn 


COMPANY 

TAP 

Pharma1 


2000  SALES 
(SBIL) 

$2.8 


PATENT 
EXPIRATION 

July  '05 


COMPANY 

Glaxo- 
SmithKline 


Augmentin  antibiotic 


2000  SALES 
($BIL) 

$1.6 


PATENT 
EXPIRATION 

Dec.  02 


Prozac  DEPRESSION 


COMPANY      2000  SALES  PATENT 
E|j  ($BIL)  EXPIRATION 

Lilly         $2.6      Aug.  '01 

Affiliate  of  Abbott  Laboratories.  Source:  Scott-Levin  Drug  Audit 


1  PraV£  CHOLESTEROL 

COMPANY      2000  SALES  PATENT 

Bristol-Myers  ($bil) 
Squibb  $1.2 


EXPIRATION 

Oct.  05 


For  the  big  distributors,  profit  mar- 
gins on  generics  are  three  to  four  times 
those  on  patented  drugs,  says  Jeffrey 
Herzfeld,  senior  vice  president  for  phar- 
maceutical product  management  at 
wholesaler  McKesson.  Why  should  this 
be  so?  The  economic  forces  begin  at  the 
pharmacy  counter.  Patients  are  more 
likely  to  comparison-shop  for  an  $80 
prescription  on  a  patented  drug  than 
for  a  $30  generic  version.  (Thanks  to 
health  insurance,  they  may  be  paying 
only  20%  of  the  cost  anyway.)  So  phar- 
macies can  get  away  with  a  fatter 
markup  on  the  generic.  Enjoying  his 
own  comfortable  profit  margin  on  the 
generic  prescription,  the  pharmacist  is 
not  going  to  fight  over  the  last  nickel  of 
distributor  markup. 

Stephen  Chick,  a  retail  drug  analyst 
at  J.P.  Morgan  Securities,  estimates  that 
pharmacies  take  80%  gross  margins  on 
generics  ($14  spread  on  an  average  $18 
prescription)  compared  with  just  15% 
on  brands  ($9  on  a  $60  branded  pre- 
scription). Wholesalers  also  do  well. 
Typical  example,  says  analyst  Yaffe:  A 
distributor  buys  a  branded  pill  for  96 
cents  from  a  manufacturer  and  sells  it  to 
a  pharmacy  for  $1.  The  distributor's 
gross  margin  is  4%.  When  the  drug  goes 
off  patent,  the  distributor  buys  a  generic 
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version  of  the  medicine  for  44  cents  and 
sells  it  for  50  cents.  He  enlarges  his  mar- 
gin to  12%,  even  earning  a  higher  cash 
profit  per  prescription  despite  lower 
revenues. 

The  big  four  wholesalers — Cardinal, 
McKesson,  AmeriSource,  Bergen  Brun- 
swig— control  about  50%  of  generics 
distribution.  And  their  bargaining  power 
with  the  pillmakers  will  become  still 
greater,  once  a  pending  merger  between 
AmeriSource  and  Bergen  goes  through. 


Drug  Dealers 


These  wholesalers  and  retailers  stand 
to  benefit  from  the  upcoming  surge 
of  generic  drugs  hitting  the  market. 

 AmeriSource  Health  


RECENT 
PRICE 

$58.85 


DISTRIBUTOR 


52-WEEK 
HIGH 

$62.50 


LATEST 
12-MO  P/E 

27 


Bergen  Brunswig 


RECENT 
PRICE 

$21.31 


DISTRIBUTOR 


52-WEEK 
HIGH 

$22.46 


LATEST 
I2-M0  P/E 

NM 


Cardinal  Health 


RECENT 
PRICE 


DISTRIBUTOR 


52-WEEK 
HIGH 

$77.32 


LATEST 
12-MO  P/E 

39 


The  big  retail  chains  account  for 
other  30%  of  the  generics  trade:  \ 
green,  CVS,  Rite  Aid  and  Eckerd. 
can't  invest  directly  in  Eckerd,  but  n 
buy  stock  in  its  parent,  troubled  dep 
ment  store  outfit  J.C.  Penney  (Eel 
furnishes  46%  of  Penney's  revenu 
So  stick  with  the  pure  pill  plays. 

Caveat:  These  stocks  are  not  ch 
Drugstore  supremo  Walgreen's  sh 
change  hands  at  43  times  trailing  e; 
ings,  versus  the  S&P  500's  32;  whole 
leader  Cardinal's  P/E  is  39.  Chea 
buys  are  CVS  (20)  and  AmeriSoi 
(27),  strengthened  by  its  merger  \ 
Bergen,  which  has  undergone  a  rest: 
turing  and  returned  to  the  black. 

Rite  Aid  and  McKesson  both  \ 
suffered  from  accounting  scandals, 
there  are  signs  of  a  turnaround  at  e 
Rite  Aid  has  sold  assets  to  pare  a  en 
ing  debt  load.  McKesson,  which  to« 
big  charge  that  pushed  it  into  the  re 
the  March-ending  fiscal  year,  reclaii 
profitability  in  its  June  quarter. 

For  long-term  growth,  it's  har 
beat  the  prescription  drug  mar 
worth  $140  billion  at  retail  last  ' 
and  compounding  at  15%  or  m 
annually.  Demography  favors  the 
dustry:  Society  is  aging  and  the  eld 
consume  three  times  as  many  j 
scription  drugs  as  the  populatioi 
a  whole. 


mujGsmRF 

RECENT 

52-WEEK 

LATEST 

PRICE 

HIGH 

12-MO  P, 

$38.00 

$63.75 

20 

McKesson 


niSTRIRI  ITOR 

RECENT 
PRICE 

$39.66 

52-WEEK 
HIGH 

$41.50 

LATEST 
12-MO  Pi 

NM 

Rite  Aid 

DRUGSTORE 

PRICE 

$7.53 

52-WEEK 
HIGH 

$9.99 

LATEST 
12-MO  P, 

NM 

Walgreen 

DRUGSTORE 

RECENT 
PRICE 

$36.70 

52-WEEK 
HIGH 

$45.75 

LATEST 
12-MO  P> 

43 

NM:  Not  meaningful.  Source:  Market  Guide  via  FactSet  Research  Systems. 


The  Victory  Diversified  Equity  Portfolio  out^ertormed  the 
S&P  500  in  virtually  every  market  situation* 


(Like,  for  instance,  the  one  we're  in  now.) 


Victory 

apita!  Management 


It's  one  thing  for  a  portfolio  to  consistently  outperform  the  S&P  500.  It's  another  to  find  one 
that  controls  downside  risk.  The  Victory  Capital  Management  '''  Diversified  Equity  Portfolio 
does  both.  It's  a  portfolio  structured  with  an  emphasis  on  diversification  and  reduction 
of  individual  stock  and  sector  concentration  that  can  be  prevalent  in  the  S&P  500.  And,  of 
course,  each  stock  is  rigorously  screened  for  superior  value  characteristics  and  upside 
potential.  To  learn  more  about  our  Diversified  Equity  Portfolio  as  a  separately  managed 
account,  call  Victory  Capital  Management  at  1  -877-660-4400. 

Investment  Management        Mutual  Funds        401(k)  Plans 


hi  ust  performance  is  not  indicative  of  future  results.  Performance  data  used  to  calculate  risk  is  net  of  fees  as  of  June  30,  2001 .  The  Diversified  Equity 
IKl  f  rtfolio  risk  percentage  is  1 03.3%  and  the  S&P  500  Index  is  91 . 1  %.  The  Upside/Downside  Market  Capture  graph  shows  the  percentage  of  benchmark 
ovement  captured  by  a  manager  in  both  up  and  down  markets.  Upside  %  is  computed  for  periods  when  the  market  has  a  positive  return,  and 
^jjwnside  %  is  computed  for  periods  when  the  market  has  a  negative  return.  When  the  manager  has  an  Upside  %  in  excess  of  100%  and  a  Downside 
Iless  than  100%,  it  means  the  manager  has  outperformed  the  benchmark  in  both  up  and  down  markets.  The  S&P  500  Index  is  an  unmanaged  index 
if:  Imprised  of  500  domestically  traded  common  stocks  and  is  weighted  according  to  the  market  value  of  each  common  stock  in  the  Index  and  includes 
^Investment  of  dividends.  Investments  may  not  be  made  in  an  index.  Victory  Capital  Management  Inc.  is  a  member  of  the  Key  financial  network. 


•  NOT  FDIC  INSURED    •  NO  BANK  GUARANTEE    •  MAY  LOSE  VALUE 


©2001  KeyCorp 


MONEY  fc INVESTING  [TRUSTS  fc  ESTATES 


New  Cash  From  Old  Trusts 

If  you're  the  income  beneficiary  of  a  trust  and  need  more  spending 
money,  read  this.  Then  call  your  trustee  and  ask  for  a  bigger  slice. 


31.B, 


BY  ASHLEA  EBELING 

KIT  M.  ROE  IS  A  SANTA 
Fe  heiress  married 
to  a  painter.  As  the 
income  beneficiary  of  a 
trust  set  up  by  her  great- 
grandfather in  the  1920s, 
she  should  be  flush — the 
Delaware  trust  has  $10 
million.  But  it  earns  just 
$200,000  a  year;  after  trust 
fees  and  taxes  she  has  only 
$75,000  to  spend.  "It's  just 
strange  to  be  so  wealthy 
on  paper,  and  all  you  get 
out  of  it  is  a  2%  return," 
sighs  the  45-year-old  Roe. 

Over  the  past  decade,  as  fixed -in- 
come rates  and  stock  dividends  have 
shrunk,  the  ranks  of  cash-strapped  trust 
fund  babies  have  grown  (see  story,  p.  60). 
And  while  their  plight  might  not  elicit 
sympathy  from  the  average  cab  driver, 
the  politicians  are  heeding  their  cries. 

Since  June,  Delaware,  New  York  and 
Missouri  have  all  passed  laws  allowing 
a  trustee  to  convert  an  old-fashioned 
trust  like  Roe's  into  something  called  a 
total  return  unitrust  (TRU).  Whereas  an 
old-style  trust  pays  out  only  investment 
income  (dividends  and  interest)  to  "in- 
come" beneficiaries,  a  TRU  pays  them  a 
fixed  percentage  of  its  value  annually — 
typically  3%  to  5%.  With  a  TRU  a 
trustee  can  invest  for  total  return  (in- 
come plus  capital  growth)  without 
starving  income  beneficiaries. 

Trust  law  once  made  an  elaborate 
distinction  between  principal  and  in- 
come. The  distinction  made  sense  when 
"principal"  was  a  landed  estate  and  "in- 
come" was  the  rent  collected 
from  the  tenant  farmers.  It 
makes  no  sense  when  the  trust 
owns  Berkshire  Hathaway,  a 
stock  with  a  terrific  historical 
return  and  no  dividend. 

Even  when  they  can  occa- 


sionally get  at  principal,  many  income 
heirs  prefer  TRUs.  "They  would  like  to 
have  some  assurance  they  will  get  a  re- 
turn from  the  family  assets  and  not 
have  to  beg  the  trustee  for  it,"  says  Pitts- 
burgh trust  lawyer  Robert  B.  Wolf. 

Roe,  whose  trust  is  now  being 
changed  to  a  5%  payout  TRU,  happily 
reels  off  her  plans  for  the  added  in- 
come: "Build  a  new  house,  add  to  my 
personal  investments  and  put  a  roof  on 
an  AIDS  treatment  house  in  Albu- 
querque where  I  volunteer." 

While  all  states  allow  new  trusts  to 
be  set  up  as  TRUs  (FORBES,  Mar.  8, 
1999),  trust  powerhouse  Delaware  was 
the  first  with  a  conversion  law.  The 
three  conversion  states  (Delaware,  New 
York  and  Missouri)  together  hold  16% 
of  the  nation's  $1.1  trillion  in  personal 
trust  assets.  Other  states  will  likely  fol- 
low. "Beneficiaries  are  going  to  be  a  lot 
happier,"  says  Standish  Smith,  author 
of  Ttie  Heirs  Personal  Trust  Handbook. 


"IT'S  JUST  STRANGE  TO  BE  SO 
WEALTHY  ON  PAPER,  AND  ALL  YOU 
GET  OUT  OF  IT  IS  A  2%  RETURN." 


The  new  laws  di 
fer  in  some  detail 
Delaware  allows  th 
trustee  of  a  converte 
trust  to  set  the  payoi 
between  3%  and  5°/ 
New  York  sets  it  at  4%.  Missouri  has 
minimum  3%  payout  and  no  cap.  Pre 
cedures  vary,  but  all  three  states  alio 
a  trustee  to  okay  a  conversion  withoi 
court  approval  if  all  the  beneficiarii 
agree  to  it.  New  York  requires  conve 
sions  to  occur  before  2006. 

A  TRU  works  best  when  the  trust  a 
sets  are  liquid — say,  a  portfolio  of  pul 
licly  traded  stocks,  as  opposed  to 
closely  held  family  business  or  real  e 
tate.  Warning:  If  the  TRU  payout  is  tc 
high,  the  trust  may  run  down. 

In  addition  to  TRU  conversion 
more  than  a  dozen  states,  includir 
New  York  and  Missouri,  offer  anothi 
new  alternative:  a  "power  of  adjus 
ment."  It  permits  the  trustee  to  distril 
ute  some  principal  as  income  or  decla. 
some  income  to  be  principal.  This  mi 
be  preferable  if  the  income  beneficial 
doesn't  need  cash  every  year,  but  it  ca 
lead  to  bickering  among  beneficiarie 
TRUs  and  "power  of  adjustment"  trus 
share  another  advantage:  The  incorr 
beneficiary  can  get  more  of  his  payoi 
in  the  form  of  capital  gains,  taxed  at 
maximum  20%  rate. 

So  if  you're  the  income  beneficial 
of  a  Delaware,  New  York  or  Missou 
trust,  ring  your  trustee  now.  What  if  yoi 
trust  is  in  another  state?  You  may  be  ab 
to  use  a  power  of  adjustment  or  go  1 
court  for  permission  to  move  the  tru 
to  a  TRU-friendly  state.  Or  try  using  tl 
TRU  movement  to  negotiate  with  tl 
trustees  for  a  bigger  payout. 

•  Santa  Fe  financial  adviser  Robe 
A.  Rikoon  recently  helped  Mary  Be 
nial  of  Longmont,  Colo,  negotia' 
with  her  stepmother  and  Wells  Farg- 
the  cotrustees,  to  increase  tl 
income  payout  from  her  $ 
million  trust  to  5%.  Sai 
Rikoon:  "We  can't  wave 
statute  in  their  face,  bi 
we  can  say,  'You're  behin 
the  times.'" 
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Fannie  Mae  HelpS  S Q V6  home  buyers 

as  much  as  $30,000 
over  the  life  of  their  loans. 


(That  allows  the  Lee  family  to  move  into 
their  first  home,  and  start  SQVing  money 

for  their  firstborn.) 


Families  have  a  lot  of  plans  and  dreams  for  their  money.  And  buying  a  home 
is  a  big  one  on  the  list. 

So  at  Fannie  Mae,  we're  dedicating  our  energy  toward  lowering 
mortgage  costs  so  that  more  families  can  afford  homeownership 
and  still  have  some  money  left  for  other  important  things  in  life. 


f*i  FannieMae 

'.fanniemae.com 


And  we're  succeeding.  For  example,  we  help  lenders  offer 
mortgages  to  home  buyers  that  save  them  as  much  as  $30,000 
over  the  life  of  a  30-year  fixed-rate  conventional  loan. 

And  our  investment  in  technology  for  the  mortgage  industry,  such 
as  Desktop  Underwriter,®  is  helping  lenders  reduce  origination  costs 
by  as  much  as  $1,400  per  loan. 

Savings  like  that  add  up.  And  that's  important  to  us  because  there  are  a  lot  of 
families  out  there  with  big  plans  and  big  dreams.  And  fortunately,  now  they  are  affordable  dreams. 


STREETWAL K E  R  

Cash  Crop 

BRINGING  IN  ANOTHER  ANDREAS  TO  HEAD  TROUBLED  ARCHER  DANIELS  MIDLAND 

(NYSE:  ADM)  met  with  a  lot  of  Wall  Street  grumbling.  Under  the  family's  watch  the 
agricultural  giant  got  embroiled  in  a  scandal  involving  price-fixing  of  lysine,  a 


feed  additive.  Heir  apparent 
Michael  D.  Andreas  is  serving 
a  three-year  prison  sentence  as 
a  result;  his  flamboyant  father, 
longtime  Chairman  Dwayne 
Andreas,  was  granted  immu- 
nity from  prosecution. 

But  since  Allen  Andreas, 
Dwayne's  nephew,  took  over 
during  its  1999  profit  nadir, 
the  company  has  pulled  itself 
together.  He  countered  a 
slump  in  agricultural  com- 
modity prices  with  a  cost- 
cutting  regimen.  So  during 
Allen's  tenure  earnings  have 
surged  44%  to  $383  million 
on  $20  billion  in  sales  for  the 
June  fiscal  year. 

Prudential  Securities  analyst 
John  McMillan  thinks  the  best 


Allen's  Added  Value 

Under  Chief  Allen  Andreas,  Archer  Daniels 
Midland's  earnings  have  jumped  44%.  Some 
analysts  think  the  best  is  yet  to  come. 

$25  Ratio  scale 

Archer  Daniels  Midland's  stock  price 
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source:  r  i  interactive  uara  via 
g      FactSet  Research  Systems. 
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is  yet  to  come  for  Archer 

Daniels.  Signs  that  the  strong  dollar  is  weakening  and  China's  admission  into  the 
World  Trade  Organization  should  catalyze  the  company's  export  sales.  Also,  high 
energy  costs  have  enhanced  growth  prospects  for  the  federally  subsidized  fuel 
boondoggle  called  ethanol.  Archer  Daniels  controls  half  the  market. 

At  $14  the  stock  trades  at  23  times  trailing  earnings  but  only  15  times  the 
earnings  McMillan  expects  for  2002.  — Daniel  Kruger 


Ragtag  Maytag 

UNLIKE  THE  MAYTAG  (NYSE:  MYG)  AD'S 
repairman,  the  ailing  appliance  giant's 
new  chief  has  his  work  cut  out  for 
him.  A  former  executive  at  industry 
leader  Whirlpool  (Maytag  is  third  in 
the  appliance  field),  Ralph  Hake 
faces  an  economic  slump  and  deterio- 
rating earnings,  which  slid  35%  in 
200  l's  first  half,  following  a  39%  drop 
for  2000. 

Worse,  says  David  MacGregor, 
managing  director  of  Midwest  Re- 
search, Hake's  plans  to  revamp  the 
company  won't  bear  fruit  until  2003. 
The  recent  acquisition  of  Amana  appli- 


ances, with  a  4%  market  share,  won't 
help  much.  Maytag's  high-end  Jenn-Air 
stoves  and  washers  lag  Whirlpool's 
KitchenAid  brand.  And  Maytag's  top- 
line  Hoover  vacuums  are  so  expensive 
that  mass  retailers  like  Kmart  won't 
carry  most  models. 

Maytag,  at  a  16  P/E,  trades  for  $32, 
way  down  from  the  1999  high  of  $74. 
There's  more  room  to  fall.  Short  it  and 
cover  at  $26.      — Christopher  Helman 

Party  On 

YES,  THEY  STILL  HOLD  TUPPERWARE 

(NYSE:  TUP)  parties.  But  with  flat  revenue 
and  earnings  for  the  past  few  years,  the 


company  is  pushing  into  sales  vend 
beyond  living  rooms.  The  compal 
wants  to  increase  its  number  of  sho 
ping  center  kiosks  33%,  to  600,  this  h< 
iday  season.  Latest  move:  Tupperware 
setting  up  sales  tables  in  all  62  Supe 
Target  stores. 

Robert  A.  Unger,  manager  of  t 
Columbia  Strategic  Value  Fund,  es 
mates  that  the  Target  deal  will  add 
much  as  7%  to  U.S.  sales  in  the  ne 
year.  And  with  80%  of  Tupperwa 
sold  overseas,  signs  of  a  declining  dc 
lar  are  good  news  for  the  bottom  lir 
Expect  overall  sales  growth  in  t 
midteens  over  the  next  year,  he  sa] 
At  $24,  shares  trade  at  a  trailii 
multiple  of  20. 

— G 

Slick  Oil 

ENERGY  DISCUSSIONS  THESE  DA 
focus  on  the  upstream  end — that  is,  c 
companies  that  explore  for  oil.  But  a 
cording  to  Christopher  Wolfe,  U.S.  e 
uities  strategist  at  JPMorgan  Priva 
Bank,  investors  should  look  dow: 
stream  at  companies  that  turn  oil  in 
gasoline.  Reason:  Adding  refining  c 
pacity,  amid  community  and  enviro 
mental  concerns,  isn't  easy.  So  capaci 
will  continue  to  be  tight. 

Which  is  why  Valero  (NYSE  VLO)  is  z 
tractive.  Its  planned  merger  by  year-ei 
with  Ultramar  Diamond  Shamrock  w 
make  it  one  of  the  largest  U.S.  refine 
unattached  to  drilling  operations. 

An  oil  price  retreat  this  year  h 
lopped  Valero's  stock  from  $52  in  M. 
to  $38  now.  That  certainly  doesn't  r 
fleet  the  company's  performanc 
Atop  spectacular  advances  in  200 
revenues  in  this  year's  first  ha 
climbed  32%  to  $8.3  billion,  and  eari 
ings  multiplied  3.4  times  to  $410  mi 
lion.  Valero's  P/E  of  4  is  half  that  • 
rivals  like  Ashland. 

— Monte  Bur, 

□Forbes! 

To  check  on  Streetwalker's  performance,  visit  our 
Web  site  at  www.forbes.com/streetwalker. 
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WHERE'S 

MY 

MONEY! 


PeopleSoft  Financials 

For  the  first  time  ever,  financial  information  is  available  when  and 
where  you  need  it!  You  can  access  realtime  financial  data  from 
your  office,  the  airport,  or  even  your  home — all  from  a  web 
browser.  PeopleSoft  8  Financials  offers  extensive  capabilities  and 
intelligent  business  analytics,  giving  you  more  financial  control 
than  ever  before.  So  when  the  quarter  closes  and  the  Board  is 
waiting,  you'll  have  the  answers,  even  if  you're  out  of  the 
office.  Do  you  know  where  your  money  is?  Call  1-888-773-8277. 
We'll  help  you  find  out. 

Extensive  •  Connected  •  Intelligent  •  Accessible 


CUSTOMERS  •  EMPLOYEES  •  SUPPLIERS 


People  power  the  internet: 


'.peoplesoft.com/financials 


M ARKETS  and  FORECASTS 

THE  OVERALL  MARKET  


2-week  performance 
as  of  8/23/01 

Barra  All-U  S.  S.idex1  -1.8% 

S&P  Barra  Growth  Index2  -1.9 

SJtP  Barm  Vatoe  Index'  -1,7 

Dow  Jones  industrials  -0.7 

S&P  500  -1.0 

EAFE4  0.9 

Forbes  Internet  Index  -10.8 
Forbes  40  Index  (total  return)  -0.1 


'The  Barra  All-  U.S.  price  index  consists  of  all  publicly  traded  U.S.  common  slocks  for  which  price  quotations  are  available  and  ordinary  shares  of  foreign  stocks  traded  on  U.S.  markets.  AOR3 
REITs  and  closed-end  funds  are  excluded.  Hbtal  return  of  more  than  150  large-capitalization  stocks  that  have  predicted  above-average  earnings  growth.  Total  return  of  more  than  300  large 
capitalization  stocks  characterized  by  low  price-to-book  ratios,  high  yields  and  low  price-to-earnings  ratios.  *A  dollar-denominated,  capitalization-weighted  index  of  foreign  stocks 
Source:  Morgan  Stanley  Capital  International. 


FORBES/BRIDGE  CONSENSUS  ECONOMIC  FORECAST 
The  U.S.  Economy   actual 


Automobile  sales1  (mil) 


Capacity  utilization  (%) 


New  housing  starts2  (thou) 


Retail  sales3  ($bil) 


Trade  balance4  ($bil) 


Unemployment  rate5 


Gross  domestic  product  (%  chg) 


Inflation 


CPI  services  (unadjusted )  (%  chg) 


CPI  total  (unadjusted )  (%  chg) 


PRICES 


CRB  Bridge  spot  index 


Gold  per  troy  ounce  ($) 


Oil/bbl  W  Texas  Intermediate  ($) 


_ClMENCY_ 


German  marks  per  dollar 


Yen  per  dollar 
Dollars  per  euro 


Interest  Rates 


30-year  Treasury  yield  (%) 


3-month  Treasury  yield  I 


2000 


LATEST 


17.8 


17.2  *  july 


80.6 


77.0   p  july 


1,569 


1,591*  pjuly 


2,471  r      2,535*  pjuly 


-376 


-383  *  p  june 


4.0 


4.5  july 


4.1 


0.76p  2Q 


3.9 


4.2*  july 


3.4 


2.7*  july 


223.99  235.77 


272.00  275.30 


26.83 


27.53 


2.08 


2.14 


114 


120 


0.94 


0.91 


5.46 


5.41 


5.90 


3.40 


2001  ESTIMATE 


MEAN 


4-WK  CHG 


16.5 


0.8% 


78.1 


-0.7 


1,600 


0.7 


2,416 


-1.0 


-398 


-1.2 


4.7 


1.7 


1.7 


-13.5 


3.9 


4.0 


3.1 


2.6 


225.28 


2.5 


269.67 


-0.6 


25.76 


0.6 


2.18 


-0.5 


127 


0.5 


0.89 


1.1 


5.62 


1.3 


3.66 


-3.7 


'12  months,  r:  revised,  p.  preliminary.  Autos,  light  and  heavy  trucks,  includes  imports.  Source:  Ward's  Automotive  Yearbook. 
Total  single  and  multiple  family,  seasonally  unadjusted.  3Excluding  auto  sales,  seasonally  adjusted.  "Total  goods  and  services, 
seasonally  adjusted.  ^Percent  of  civilian  labor  force.  Quarterly  change,  annualized.  Source:  Bridge  Information  Systems. 


.  FEDERAL  FUNDS  WATCH 

Current  rate:  3.5% 

Next  FOMC  meeting:  Oct.  2 

Forbes  index 


RATE  INCREASE 


RATE  DECREASE 


Unlikely    Likely      Unlikely  Likely 

ESTIMATED  GROWTH  JN  2001  INDUSTrllAiJRMUCIlOJL 


Current:  314.8 
2-wk  change: 
0% 


forecast  for  year-over-year 

%  change 


In  April  economists 
were  expecting  a 
1.9%  gain  in  indus- 
trial production. 
The  current  fore- 
cast: a  1.9%  drop. 


ECONOMY  WATCH 


Which  industry  groups  performed 
among  the  best  in  the  three  months 
following  the  Federal  Reserve's  final 
interest  rate  cut?  According  to  In- 
stinet,  textile  and  apparel  companies 
outperformed  the  S&P  500  by  8.4% 
over  the  last  II  rate-cut  cycles.  Truck 
and  parts  manufacturers  beat  the 
index  by  8%. 

Closeup:  Industry  relative  returns  vs.  S&P  500 

average  returns  three  months  after  final  interest- 
rate  cut  «> 


10' 


1 

- 

>< 

■ 

1 

■— 

■II 


Data  as  of  Aug.  22.  Source:  Instinet  Research, 
www.  InstinetResearch  Works,  com 


FORECASTING  GLOBAL  MARKETS 


YEAR 


EPS  CHANGE  EXPECTED 
ESTIMATED       VERSUS  YEAR-TO-YEAI 
P/E        3  MONTHS  AGO  EPSGR0WTI- 


S&P500 


2001 


24 


-7% 


-9% 


2002 


20 


21 


MSCI  World-ex  U.S. 


2001 


21 


-9 


2002 


18 


17 


IBES  ESTIMATES;  RATIO  OF  INCREASES/DECREASES 

2001  2002 


S&P  500 


0.45 


0.60 


MSCI  World-ex  U.S. 


0.51 


0.63 


Source:  Thomson  Financial/IBES 


□  Forbes 


See  www.forbes.com  for  quotes  on  over  9,000 
securities  and  stock  and  mutual  fund  reports. 
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The  8th  Annual 

Single  'Malt  &  Scotch  Whislqj  'Extravaganza 


An  "Evening  of  %are  and  Unique  Single  MaCt  and  Scotch  'Whiskies 

Ladies  and  Gentlemen  are  Cordially  Invited  to  Attend  a  Gala  Evening 
Featuring  the  Finest  Single  Malt  and  Scotch  Whiskies 
and  Premium  Imported  Cigars  from  the  Humidors  of 

ALTADIS,  USA 

'Delicious  Dinner  Buffet  Served 


Featuring  * 

Aberlour 

10  Year  Old 
15  Year  Old 
A'bunadh 
Ardbeg 

10  Year  Old 
1 7  Year  Old 
Bowmore 
12  Year  Old 
15  Year  Old 

17  Year  Old 
Darkest 

Bunnahabhain 
12  Year  Old 
Caol  Ila 

7  Year  Old 
Chivas  Regal 
12  Year  Old 

18  Year  Old 

The  Classic  Malts  of  Scotland 
Cragganmore  - 12  Year  Old 
Dalwhinnie  -  1 5  Year  Old 
Glenkinchie  -  10  Year  Old 
Lagavulin  -  16  Year  Old 
Oban  -  14  Year  Old 
Talisker-  10  Year  Old 
Cutty  Sark 

12  Year  Old 
Dalmore 

12  Year  Old 
21  Year  Old 
30  Year  Old 
Cigar  Malt 
Dewars 

White  Label 
12  Year  Old 
The  Famous  Grouse 
The  Famous  Grouse  Gold  Reserve 


Scotch  Malt  Whisky 
Society  Members 

$70.00 


Co-Hosted  By: 
THE  SCOTCH  MALT  WHISKY  SOCIETY 
&  FORBES  FYI  MAGAZINE 


CHICAGO  HILTON  &  TOWERS 
720  S.  Michigan  Avenue 
Chicago,  IL 
Wednesday,  October  3,  2001 

WINDOWS  ON  THE  WORLD 
One  World  Trade  Center 
New  York,  NY 
Wednesday,  October  10,  2001 

THE  RITZ  CARLTON 
1 5  Arlington  Street 
Boston,  MA 
Wednesday,  October  17,  2001 

J.W  MARRIOTT  HOTEL 
1331  Pennsylvania  Avenue 

Washington,  DC 
Tuesday,  October  23,  2001 

THE  PYRAMID  CLUB 
1735  Market  Street 
Philadelphia,  PA 
Thursday,  October  25,  2001 

THE  FAIRMONT  MIRAMAR  HOTEL 
101  Wilshire  Boulevard 
Santa  Monica,  CA 
Tuesday,  November  6,  200 1 

THE  FAIRMONT  HOTEL 
950  Mason  Street 
San  Francisco,  CA 
Thursday,  November  8,  2001 

THE  BILTMORE  HOTEL 
1200  Anastasia  Avenue 
Coral  Gables,  FL 
Thursday,  November  15,  2001 

7:00-9:00  PM 
Jacket  Preferred 


Featuring  * 

Glen  Garioch 

16  Year  Old 

Glenlossie 
12  Year  Old 

Glengoyne 
10  Year  Old 

1 7  Year  Old 

The  Glenlivet 
12  Year  Old 

18  Year  Old 
French  Oak  Fir 

Glenmorangie 
10  Year  Old 
15  Year  Old 

Glen  Rothes 
1989  Vintage 

Highland  Park 
12  Year  Old 
18  Year  Old 

Johnnie  Walker 
Black  Label 
Blue  Label 
Gold  Label 
Red  Label 

Knappogue  Castle 
1992 
1993 

Linkwood 

14  Year  Old 

Macallan 
12  Year  Old 

15  Year  Old 
Gran  Reserva 

Tamdhu 

Tormore 

•    16  Year  Old 


Non-Member 
Guests 

$80.00 


* Participating  Whiskies  Vary  by  Market 
Reservations  are  limited.  Admission  by  advance  ticket  purchase  only  •  Telephone  Toll  Free  1-800-990-199 1 
Special  rates  for  groups  of  8  or  more      **Cancellations  accepted  up  to  24  hours  prior  to  event 
Must  be  over  21  years  of  age        Visit  our  Website  at  www.smwsa.com 
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14  15 

20  21 

26  27 

32  33 


4 

10 

16 

22 

28 


5 

11 

17 

23 
29 


6 

12 
18 
24 
30 


I  of  Firm:  (check  one) 
Ivertising/Marketing/PR 
Inking 

Igineering/Construction 
pvernment 
Unufacturing 
'  imary/Public  Utilities 
liblishmg/Printing/Broadcasting 


□Software/Computer  Services 
□Telecommunication  Services 
□Travel/Tourism/Leisure  Services 
□Wholesale/  Retail/lmport/Export 
□Other  Business  Services 
□Other  Financial  Services 


Automotive 

1.  Toyota  Motor  North 
America 

www.toyota.com/tomorrow 

Acura 

1-800-TO-ACURA 
www.acura.com 

2.  American  Honda  Motor 
Company 

1-800-33-HONDA 
www.honda.com 

3.  GMC 

www.gmc.com 

Jeep 

www.jeep.com 

Computer/Technology 

^9  Computer  Associates 

www.computerassociates.com 

4.  WRQInc. 

www.wrq.com 

Consumer 
Products/Services 

5.  Allen-Edmonds 

1-800-235-2348 
www.allenedmonds.com 

6.  Hillsdale  College 

www.hillsdale.edu 

7.  Toyota  Motor  Sales  USA 

1-800-GO-TOYOTA 
www.toyota.com 

Financial  Services 

FannieMae 

www.fanniemae.com 

8.  TIAA-CREF 

www.tiaa-cref.org 

Hotels 

9.  Beverly  Hills  Convention 
&  Visitors  Bureau 

1-800-345-2210 
www.visitbh.com 


Travel 

10.  ANA 

www.fly-ana.com 

11.  Asiana  Airlines  (2001) 

1-800-227-4262 
www.flyasiana.com 

Banks 

12.  Central  Bank  of  Cyprus 
Business  Classified 

13.  Academic  Resource 
Center 

1-800-951-1203 
www.arrc.org 

14.  Capital  Asset 
Management 

www.assetprotection.com 
1-800-710-0002 

15.  Delaware  Business  Inc. 

www.e-incorporate.com 
1-800-423-2993 

16.  Equilio 

1-800-203-8119 
www.equilio.com 

17.  International  Egaming 
Developers  Inc. 

www.egamingdevelopers.com 

18.  Integrity  Marketing 

1-800-714-3501 

19.  International  Currency 
Market 

1-877-881-1800 

20.  The  Loan  Consultants 

1-800-336-3933 
www.viewTLC.com 

21.  Medical  Hair 
Restoration 

1-888-889-7703 

www.medicalhalrrestoration.com 


22.  Meineke 

1-800-MEINEKE 
www.meineke.com 

23.  Nationwide 

1-800-995-0049  ext  7675 

24.  Publishers  Guild 

1-800-675-6144 

Steven  Sears 
CPA/Attorney 

1-714-544-0622 
www.searsatty.com 

25.  Wallsttoday.com 

www.wallsttoday.com 

26.  Workplace  Toolbox.com 

www.workplacetoolbox.com 

27.  Worldwide  Business 
Consultants 

1-800-733-2191 


Hotels 

28.  The  Taj  Croup  of  Hotels 

www.tajhotels.com 

Wealth  Management 

29.  Derivium 

1-888-DERIVIUM 
www.derivium.com 

30.  Morgan  Stanley 

www.morganstanley.com 

31.  Phoenix  Home  Life 

www.phoenixwm.com 

32.  Principal  Financial 

www.principal.com 

33.  Wilmington  Trust 

www.wilmingtontrust.com 


Issue  Date:  September  1 7,  2001 .    Otter  Expires:  December  1  / .  2001 .    ^  =Web  visit  phone  call  only 


MONEY  &  INVESTING 


Portfolio  Strategy  By  Kenneth  L  Fh 

Mad  Magazine  Investors 


LEARLY  I'VE  BEEN  WRONG.  I  THOUGHT  BY  NOW 
the  stock  market  would  have  fallen  much  more 
than  it  has.  My  Feb.  19  column  said  the  S&P  500 
would  be  "down  25%  to  35%  in  the  late  third  or 
early  fourth  quarter."  This  year  the  index  has  lost 
just  12%.  So  what  happened  to  throw  off  my  prediction?  Al- 
most everything. 

All  the  ingredients  seem  to  be  on  hand  for  further  trou- 
ble in  the  market.  And  yet  investors  have  amazingly  disre- 
garded a  lot  of  bad  news.  To 
start,  corporate  earnings  have 
been  weaker  all  year  than  al- 
most anyone  expected.  Layoffs 
are  big  and  spreading  globally. 
Europe  and  Asia  are  now 
falling  apart.  Non-U.S.  infla- 
tion has  been  higher  than  Jan- 
uary expectations.  Our  Fed- 
eral Reserve  has  cut  interest 
rates,  but  abroad  only  Britain, 
Canada  and  the  Philippines  cooperate.  The  European  Cen- 
tral Bank  has  told  the  U.S.  to  go  jump  in  a  lake. 

I  still  believe  my  forecast,  although  the  drop  is  taking 
longer  than  anticipated.  As  I  wrote  May  14,  professional  in- 
vestor sentiment  remains  far  too  optimistic  for  a  new  bull 
market.  Still  true.  The  market  needs  to  hit  the  bottom  be- 
fore it  can  rise,  and  that  won't  happen  unless  everyone  has 
given  up  hope.  As  I  wrote  July  23,  the  infamous  Wall  of 
Worry  normally  accompanying  new  bull  markets  doesn't 
exist.  The  sunny  outlook  has  prevented  more  panicky  sell- 
offs.  Stocks  aren't  rising,  but  they  aren't  falling  much. 

What  confuses  me  most?  People  are  so  complacent.  As  I 
poll  individual  investor  sentiment,  I  see  an  almost  universal 
view  that  wasn't  there  six  months  ago:  That  the  economy 
will  get  worse,  and  others  will  get  hurt,  but  few  folks  being 
asked  think  it  will  harm  them  much.  This  sentiment  re- 
minds me  of  Mad  magazine's  Alfred  E.  Neuman:  "What? 
Me  worry?"  I  don't  think  it  can  last. 

Maybe  they're  soothed  by  government  data  that  claim 
the  economy  is  up — 1.3%  in  the  first  quarter,  0.7%  in  the 
second — feeding  a  delusion  that  any  downturn  won't  be  bad 
whenever  it  comes.  We're  not  in  a  recession  because  we 
haven't  had  two  quarters  of  decline,  right?  Wrong.  Only  mo- 
rons believe  these  measurements  reflect  reality.  The  govern- 
ment data  are  all  screwed  up.  The  manufacturing,  service 
and  technology  sectors  are  in  the  tank.  Hence  the  overall 
economy  is,  too.  Consumers  spend  at  retail  as  if  life  will  ft 
roll  blissfully  onward.  As  Alfred  E.  might  say:  "Hey — if 


Just  like  Alfred  E. 

Neuman,  people 

are  shrugging  off  a 

cascade  of  bad 

economic  news. 

you  get  laid  off,  you've  suddenly  got  time  to  go  shopping." 

Even  odder  is  what  the  market  seems  to  like:  smalle 
low-quality  stocks  that  suffer  more  than  other  stocks  d 
when  the  economy  is  weak.  Look  at  mobile-home  makt 
Fleetwood  Enterprises  and  auto-parts  maker  ArvinMerito 
Both  have  sick  businesses,  deteriorating  sales  and  deteriora 
ing  earnings,  and  yet  both  rise  like  1999  Internet  stock 
Fleetwood  is  up  40%  this  year,  ArvinMeritor  60%. 

It  isn't  as  if  I  automatically  reject  stocks  like  these.  The 
have  their  place.  I've  use 
small  value  stocks  for  most  c 
my  early  career  and  will  agaii 
But  they  don't  usually  rise  in 
bear  market.  Not  in  1974,  nc 
1982,  not  1990. 

I  also  don't  understan 
why  the  dollar,  though  off 
bit  since  July,  hasn't  falle 
faster.  We  print  more  mone 
than  they  do  overseas,  w 
drop  our  interest  rates  much  more  and  yet  the  dollar  doesn 
drop  very  far.  And  I  don't  even  understand  why  inflatio 
isn't  finally  warming  up  in  the  U.S.  It  is  overseas.  But  hen 
after  many  years  of  printing  much  more  money  than 
monetary  theorist  would  see  as  consistent  with  price  stabi 
ity,  inflation  is  nowhere  to  be  seen. 

Domestic  investors  act  as  though  the  U.S.  is  an  island,  in' 
mune  to  the  world.  From  its  peak  in  March  2000,  we'v 
clearly  had  a  bear  market  both  here  and  international!- 
That's  because  all  the  world's  major  cap-weighted  indexes  fe 
more  than  20%  from  their  peaks.  The  MSCI  World  index,  rt 
fleeting  the  entire  global  market,  is  down  27%  from  its  peal 
Generally,  foreign  has  slid  more  than  domestic.  Recentl 
China  simply  imploded.  If  you  told  anyone  in  1998  that  Ch 
nese  stocks  would  act  this  badly,  they  would  have  expecte 
the  apocalypse.  Not  in  2001.  Europe  is  lagging  us  and  heade 
down;  Japan  keeps  sliding.  There's  clearly  more  ugliness  t 
come  overseas— and  it  will  ripple  back  to  us  in  time. 

What  to  do?  Well,  I'm  still  ahead  year-to-date,  by  havin 
avoided  the  decline  so  far  this  year.  I'm  content  to  sit  an 
wait  defensively  until  I  see  more  worry  and  pain.  Maybe 
isn't  until  the  end  of  the  year  or,  heaven  forbid,  until  earl 
next  year.  I  say  "heaven  forbid,"  because  an  old  rule  of  min 
is  to  never  stay  bearish  for  longer  than  12  months,  and  yeai 
end  gets  us  right  there.  But  patience  is  a  virtue.  Right  noi 
call  me  confused  but  virtuous.  What?  Me  Worry?  I 

"PYwfv^C  1  Kenne,h    Fisher 's  a  Woodside.Calif.-based  money  manager. 
^L^r'om  Find  past  columns  at  www.forbes.com/fisher. 
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p  value  their  difference 

is  is  what  I  attribute  my  success  t 
)J  why  May  is  the  right  choice  for  m< 

'ou're  looking  for  a  challenging 

Ieer  in  retailing... 
S  IS  WHERE  YOU  WANT  TO  BE. 
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TAYLOR  •  SeCHT'S  •  STpAWBRIDGE'S  •  FOLEY'S  •  ROBINSONS-MAY  •  FILENE'S 
\NN'S  •  FAMOUS-BARR  •  L.S.  AYRES  •  THE  JONES  STORE  •  MEIER  &  FRANK  •  DAVID'S  BRIDA 


MOMEYiLLN  VESTING 


Fixed-Income  Watch  By  Richard  Lehm 

REIT  Again 


ONGRESS  CREATED  REAL  ESTATE  INVESTMENT 
trusts  in  1960  as  a  way  for  individuals  to  partici- 
pate in  the  high  returns  from  commercial  real  es- 
tate without  the  burden  of  having  those  earnings 
taxed  twice.  A  REIT  must  distribute  at  least  90% 
of  its  taxable  income  to  shareholders.  If  it  follows  that  rule, 
it  pays  no  corporate  tax.  Shareholders  pay  tax  on  the  divi- 
dends, but  only  to  the  extent  that  the  dividends  come  from 
taxable  income.  When  the  dividends  exceed  taxable  in- 
come— as  often  happens 
when  the  REIT  claims  a  big 
writeoff  for  depreciation — 
the  dividends  are  not  taxable 
as  ordinary  income.  Instead, 
they  are  merely  a  return  of 
your  investment. 

Most  publicly  held  REITs 
specialize  in  specific  types  of 
properties — apartment  build- 
ings, office  buildings,  hotels, 
shopping  centers,  cold  storage  warehouses  or  even  golf 
courses.  These  are  known  as  equity  trusts.  A  few,  called 
mortgage  trusts,  hold  loans  in  projects  they  don't  manage. 
Recent  changes  in  the  law  will  allow  trusts  to  sell  an  array  of 
services  to  their  tenants.  This  offers  a  potential  boost  to  rev- 
enues and  earnings  of  apartment  and  shopping  center 
trusts. 

The  current  economic  slowdown  has  hurt  the  perfor- 
mance of  REIT  common  shares  as  Wall  Street  worries  that 
earnings  will  fade.  I  don't  think  the  earnings  will  shrink 
gready,  but  guilt  by  association  has  taken  the  sector  down  a 
peg.  Some  REITs  that  were  trading  for  a  10%  to  20%  pre- 
mium over  the  liquidating  value  of  their  properties  have 
sunk  to  a  discount.  This  leaves  a  lot  of  room  for  nice  appre- 
ciation when  the  next  economic  upswing  comes. 

After  the  downturn  the  Bloomberg  index  of  100  REITs 
shows  a  composite  yield  of  7. 1%  for  a  price/earnings  ratio  of 
14.  Stocks  in  general  are  much  more  expensive.  The  S&P  500 
changes  hands  at  a  multiple  of  26  and  a  yield  of  1.7%.  Those 
REIT  earnings  are  for  real.  With  REITs  you  don't  see  the 
monster  extraordinary  items  or  restructuring  charges  that 
many  companies  use  to  wipe  out  accumulated  earnings  you 
thought  they  already  had. 

Selecting  a  REIT  to  buy  is  more  involved  than  simply  com- 
paring dividend  yields.  Trusts  often  leverage  shareholder  re- 
turns by  using  mortgage  debt,  bond  debt  and  preferred  stock. 
This  allows  double-digit  rates  of  return  in  good  times, 
but  runs  the  risk  of  losses  in  economic  slumps. 


Corporate  profits 

are  tanking,  but 

w  ^ 

real  estate  trusts 

A 

stay  firm.  Which 

ones  are  right? 

Another  quirk  of  REIT  investing  is  trying  to  measu 
profitability.  As  I  noted,  the  taxable  income  is  arrived  at  af 
deducting  depreciation.  Add  it  back  in,  then  remove  capi 
gains  and  losses  from  selling  properties,  and  you  have  son- 
thing  called  funds  from  operations.  This  yardstick  has  | 
value,  but  there  are  hazards  in  relying  too  heavily  on  it. 
does  not  fairly  measure  the  disposable  cash  thrown  off  by 
apartment,  office  building  or  strip  mall,  because  it  makes  i 
allowance  for  wear  and  tear.  A  new  roof  costs  money. 

So  you  should  look 
funds  from  operations,  b 
look  at  the  bottom  line,  tc 
And  also  at  dividends  paid 
investors. 

Avoid  a  REIT,  howev« 
that  is  paying  significant 
more  in  dividends  than  i 
bottom  line  taxable  income- 
a  sure  signal  that  the  fat  di\ 
dend  includes  a  large  dollc 
of  your  capital  returned  to  you.  Large  dividend  paymer 
aren't  always  good. 

The  cliche  in  real  estate  is  that  location  is  everythin 
That's  not  quite  true  for  REITs.  Management  matters  a 
more.  Avoid  a  REIT  whose  managers  are  continuously  a 
quiring  new  properties  in  diverse  fields  while  selling  prope 
ties  only  a  few  years  after  buying  them. 

Which  trusts  can  you  trust?  I  like  the  following  REIT 
which  can  be  played  several  ways: 

FelCor  Lodging  Trust  (22,  FCH),  the  nation's  secon< 
largest  hotel  REIT,  has  a  yield  of  10%.  The  share  price,  whi 
is  below  its  $28  appraisal  value,  reflects  lower  anticipated  o 
cupancy  rates  and  the  problems  of  absorbing  a  recent  $2 
billion  acquisition  of  88  hotel  properties.  Want  less  risk?  T 
the  preferred  stock,  at  $23.80,  yielding  9.5%. 

If  you  like  offices  better,  you  might  invest  in  HRPT  Prot 
erties  Trust  (9,  HRP),  which  yields  9%.  It  also  offers  an  8.5" 
senior  debenture  of  2013,  with  an  8.5%  yield.  Then  there's 
preferred  9.875%  stock  for  $25.60,  yielding  9.6%. 

Finally,  we  have  New  Plan  Excel  Realty  Trust  (17,  NX1 
specializing  in  shopping  centers  and  apartments.  Its  con 
mon  stock  yields  10%.  It  offers  a  convertible  preferred  pi; 
in  its  8.5%  Series  A  issue,  priced  at  $26,  which  converts  in 
1.24  shares  of  common  and  yields  a  healthy  8.2%. 

After  the  earnings  meltdowns  this  year  in  so  many  otb 
industries,  REIT  investments  look  downright  irresistible. 

Richard  Lehmann  is  editor  of  the  Forbes/ Lehmann  Income  Securities 
Investor.  Find  past  columns  at  www.forbes.com/  lehmann. 


Forbes 


154     FORBES"  September  17,  2001 


merger  tkat  creates 
treat  customer  service 


CRM  used  to  mean  just 
the  telephone.  Not  any 
more.  The  advent  of 
eCommerce  expanded 
customer  service  require- 
ments to  include  multiple 
channels  for  connecting 
with  your  customers.  This 
multi-channel  capability 
requires  not  merely  CRM, 
but  eCRM,  to  provide  great 
customer  service.  And  the 
company  that'll  deliver  eCRM 
better  than  anyone  is  actually 
two  companies.  Kana 
Communications  and 
Broadbase  Software,  joined 
together  to  form  what  is  now 
the  single  most  capable 
provider  of  comprehensive 
customer  service  and 
marketing  solutions  in 
business  today. 

Others  will  say  they 
are  experts.  But  the 
phone  alone  won't 
cut  it  any  more. 


Today's  customer  relationships 
extend  far  beyond  call  centers. 
They  include  Web,  chat,  e-mail, 
I  fax,  wireless,  voice  over  IP 
and  instant  messaging. 
And  that  requires  nothing 
less  than  sophisticated 
applications  and 
Web-architected,  J2EE 
and  COM  platforms. 


We  have  that.  No  one 
else  does. 

That's  not  boasting. 
It's  simply  a  fact. 

A  fact  which,  if  you 
decide  you'd  like  to  talk 
further,  we'd  be  happy  to 
explain  in  more  detail. 
CaU  us  at  800-513-8027. 

So  that  you  can  fully 
appreciate  the  potential 
of  great  customer  service. 

And  the  one  company 
that  can  truly  deliver 
it  today. 

KANA 

www.kana.com 


C  2001  KANA  Software,  Inc.  All  rights  reserved.  In  the  U.S.  and  olher  countries.  KANA  and  the  KANA  logo  are  registered  trademarks  of  KANA  Software.  Inc 


MONEY  &  INVESTING 


Small  Stocks  By  Marc  Robins 


Brains  and  Brands 


DURING  THE  LATE  LAMENTED  BULL  MARKET,  MANY 
investors  came  to  appreciate  the  merits  of  intellec- 
tual capital.  Advances  in  technology  and  medicine 
drew  justifiable  applause.  While  market  expecta- 
tions got  way  ahead  of  what  innovations  could  de- 
liver, no  one  is  disdaining  the  fruits  of  intellectual  capital  for 
all  time.  Someday  the  big  tech  names  will  rebound. 

Intellectual  capital  isn't  only  brainpower;  it  is  also 
brand  power.  Despite  the  onslaught  of  generic  entries,  a 
trusted  name  continues  to 
have  an  advantage  on  the 
store  shelf  when  consumers 
pass  with  their  shopping 
carts.  Products  like  Coke  have 
a  magic. 

Wall  Street  strategists, 
however,  can't  quantify  the 
intangibles  of  brains  and 
brands,  so  they  don't  try  to 
understand  them  very  well. 

They'll  at  least  recognize  the  benefits  of  intellectual  capital 
at  big  corporations;  it's  another  story  for  small  companies. 
They  may  applaud  the  brilliance  of  Microsoft's  program 
writers,  yet  not  see  the  genius  of  tech  wizards  at  some  place 
they've  never  heard  of.  They  may  genuflect  before  the 
mighty  brand  image  of  Coca-Cola,  with  its  massive  mar- 
keting machine,  but  shrug  off  the  attraction  enjoyed  by  a 
familiar  product  that's  not  benefiting  from  a  billion-dollar 
ad  budget. 

Seldom  celebrated  but  universally  beloved  are  the  blue 
cans  of  WD-40  (22,  WDFC).  It  says  something  about  the 
ubiquity  of  this  humble  product  that  humorist  Dave  Barry 
once  advanced  the  theory  that  Roman  civilization  col- 
lapsed because  it  didn't  have  any.  In  the  U.S.  83%  of 
households  own  a  can.  We  are  more  likely  to  use  WTJ-40 
than  dental  floss. 

The  company's  earnings  haven't  climbed  much  in  recent 
years,  but  they  have  great  potential  to  do  so  in  the  next 
decade.  Thanks  to  \VD-40's  omnipresence  in  hardware  stores 
and  supermarkets,  the  company  can  introduce  its  huge  cus- 
tomer base  to  its  acquired  products  by  handing  out  samples. 
WD-40  recently  acquired  home-cleaning  products  X-14, 2000 
Flushes  and  Carpet  Fresh. 

A  brand  is  just  one  kind  of  intangible  capital.  Another  is 
brainpower.  Exponent  (9,  EXPO)  scores  there.  Half  its  staff 
have  Ph.D.s  or  M.D.S,  another  third  master's  degrees.  Back 
when  the  operation  was  known  as  the  Failure 
Group,  its  main  specialty  was  analyzing  engi- 


Intellectual  capital 
at  Microsoft  or 
Coke  gets  Wall 
Street  cheers.  Not 
so  for  small  caps. 


neering  failures,  such  as  whether  a  double  hull  would  ha 
prevented  the  1989  Exxon  Valdez  oil  spill  in  .Alaska.  The 
days  its  engineers  investigate  most  major  airline  crashes,  ai 
its  epidemiologists  have  probed  claims  that  cell  phon 
cause  brain  tumors. 

A  new  and  highly  promising  area  for  the  company 
product  design.  For  instance,  Exponent  has  developed 
prototype  for  the  Pentagon  of  an  all-in-one  equipme 
system  for  infantry  troops — giving  them  body  arnru 

global  positioning,  laser  ta 
geting  and  night  vision,  aloi 
with  the  ability  to  receive  ai 
transmit  photos  and  ordei 
Riding  a  growing  trend,  E 
ponent  also  is  helping  cor 
panies  plan  how  best  to  ou 
source  manufacturing. 

Exponent  is  cheap  at 
times  trailing  earnings.  Tl 
hazard  is  its  tiny  float — tl 
market  cap  is  only  S62  million.  So  don't  chase  it  abo 
SI 2  per  share. 

This  column  mentioned  Advanced  Marketing  Senic 
(16,  MKT)  back  in  March  2000.  Since  then  the  shares  ha 
appreciated  33°  o,  although  the  market  still  hasn't  rewardi 
it  as  it  deserves.  Trading  at  just  15  times  trailing  earning 
Advanced  distributes  books  to  Costco,  Sam's  Clubs  and  B 
wholesale  club  stores. 

What  does  intellectual  capital  mean  for  a  book  distrib 
tor?  Control  over  critical  costs  is  important  in  an  indust 
with  paper-thin  margins.  Because  Advanced  ships  as  mai 
as  3  million  books  a  week,  it  has  collected  an  invaluable  sal 
database  and  software  program  projecting  which  authoi 
genres  and  titles  sell  best  in  which  locations. 

The  result  is  fewer  titles  returned  unsold:  Only  a  fif 
of  Advanced's  books  are  sent  back,  versus  past  return  e 
perience  of  one  in  three.  By  essentially  outsourcing  the 
book  purchasing  to  Advanced,  stores  carry  the  rigl 
amount  of  inventory  The  upshot  for  Advanced  is  ma 
gin-enhancing  savings  on  unneeded  store  displays  and  c 
return-shipping  costs. 

Although  Wall  Street  doesn't  understand  it,  Ai 
vanced's  savvy  inventory-control  system  has  brought 
30%  annualized  five-year  earnings-per-share  growth  ra 
and  a  lofty  25%  return  on  equity.  Plus  a  spanking-clec 
balance  sheet. 


n  Forbes 


Marc  Robins  is  editor-in-chief  of  RedChip.com,  an  investment  advisory  service 
small-  and  micro-cap  stocks.  Find  past  columns  at  www  fortes  com  n 
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ling  a  high  technology  business?  Attend  Garage.com's  Bootcamp  for  Startups  conference.  In 
days  of  intensive,  high-energy  sessions,  you'll  get  expert  advice  from  major  players  on 
/thing  from  fundraising  and  business  development  to  recruiting  and  marketing.  Find  out 
to  refine  your  business  model.  Discover  how  to  position — and  pitch — your  startup 
nvestors.  Network  with  peers  and  potential  mentors.  Learn  how  to  raise  funds  in  today's 
onment.  Find  out  more — and  register  online — at  www.garage.com/bootcamp. 
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w.garage.com/bootcamp 
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jlht  *2001  Garage.com.  All  rights  reserved.  Bootcamp  for  Startups  is  a  registered  trademark,  and  Garage.com  is  a  trademark  of  Garage.com. 


ForbesASAP  featuring  Best  Of  The  Web  •  Fall  2001  Edition 


Internet  II:  Rebooting  the  Revolution 

Michael  S.  Malone  on  Getting  It  Right  This  Time 


Out  of  digital  dust,  Forbes 
sees  a  new  Internet  soaring 


It  all  went  poof!  It'll  soon  go  pow! 

We  saw  the  downside  coming  long  before  it  actually  arrived. 
And  now  we  see  the  upside  on  its  way. 

ForbesASAP  the  magazine  that  for  nine  years  has  steadily  shed  light  on  all  things 
digital,  is  combining  with  Best  of  The  Web,  the  magazine  that  cuts  through  the  clutter 
of  the  Internet,  to  become  ForbesASAP  featuring  Best  of  The  Web. 

ForbesASAP  featuring  Best  of  The  Web.  Always  predictive,  always  practical. 
Don't  miss  the  enlightening  Fall  2001  edition...  look  for  it  this  September. 


ForbesASAP  featuring  Best  of  The  Web 

Ideas  and  tools  for  the  digital  age™ 


Never  settle . 
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Outsmarting  AIDS 


TWENTY  YEARS  AFTER  THE  GLOBAL  OUTBREAK 
of  AIDS,  no  one  has  developed  an  effective  vac- 
cine against  the  HIV  virus,  a  far  more  cunning 
foe  than  polio,  smallpox  or  measles.  Though  at 
least  30  different  candidate  vaccines  have  been 
tested  in  humans,  only  one  has  advanced  to 
the  final  stages,  and  most  scientists  are  skepti- 
cal that  this  one  will  work. 

Now  comes  Robert  Gallo,  codiscoverer  of  the  HIV  virus 
and  director  of  the  Institute  of  Human  Virology  in  Baltimore, 
with  a  glimmer  of  hope.  Researchers  at  his  institute  have  de- 
vised a  prototype  vaccine  that  targets  a  vulnerable  spot  ob- 
scured by  the  surface  of  the  virus.  The  vaccine  appears  to  side- 
step HIV's  bedeviling  ability  to  mutate  and  evade  capture  by 
the  human  immune  system,  a  trait  that  has  stymied  efforts  to 


ROBERT  GALLO 

the  man  who 
codiscovered 
the  HIV  virus, 
hopes  a  bold  new 
approach  may 
finally  produce 
a  vaccine  to 
halt  this  killer. 

BY  ROBERT  LANGRETH 

concoct  an  effective  inoci 
lation.  In  tests  on  macaqi 
monkeys,  the  vaccine  pre 
duces  potent  antibodu 
that  disable  a  variety  of  HI 
strains  from  around  tr) 
world,  something  previoi 
vaccines  have  general] 
failed  to  do. 

"This  is  like  nothin 
we've  seen  before.  It  ha 
neutralized  almost  all  tr 
strains  we  have  tested,  an 
we  have  tested  a  lot,"  Gall 
says.  Adds  David  Monte 
fiori,  a  veteran  AIDS  rt 
searcher  at  Duke  Universil 
Medical  Center  who  ha 
been  evaluating  how  AIL 
vaccines  produce  antiboc 
ies:  "I've  tested  just  aboi 
everything  anybody  ha 
tried,  and  this  is  the  best  I've  seen." 

Now  comes  the  hard  part  of  translating  this  preliminar 
result  into  a  vaccine  suitable  for  large-scale  human  trials.  I 
the  past  promising  prototypes  have  often  languished  in  th 
lab,  partly  because  private-sector  support  for  an  AIDS  vaccin 
has  been  limited.  After  all,  selling  one-shot  vaccines  to  deve 
oping  nations  isn't  as  profitable  as  selling  once-daily  drugs  t 
richer  markets.  But  Gallo  hopes  to  speed  the  vaccine  forwar 
with  an  innovative  new  collaboration  called  the  Waterfor 
Project,  spearheaded  by  his  entrepreneur  friend  John  Evan 
cofounder  of  C-SPAN. 

The  Waterford  plan  is  to  use  broadband  technology  t 
link  Gallo's  lab  with  researchers  at  Harvard  and  the  Univei 
sity  of  California  at  San  Francisco  and  bring  the  new  vaccin 
into  human  trials  in  as  little  as  18  months.  Using  Internet 
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KNOCK  OUT  CANCER  CELLS 

while  leaving  healthy  cells  alone. 


America's  pharmaceutical  company 
researchers  are  creating  new  "smart" 
medicines  that  ignore  healthy  cells 
and  go  straight  to  the  cancer.  They're 
even  creating  vaccines  made  from  a 
patient's  own  tumors  to  knock  out 
cancer  right  where  it  lives.  Soon  there 
will  be  a  lot  more  of  these  smart 
medicines.  They'll  zero  in  on  dis- 
ease, improve  people's  lives  and  give 
families  hope.  You  can  bank  on  it. 

www.newmedicines.org 


AMERICA'S  PHARMACEUTICAL  COMPANIES 

NEW  MEDICINES.  NEW  HOPE. 


HEALTH  |  AIDS 

"THIS  IS  LIKE  NOTHING  WE'VE  SEEN  BEFORE.  IT  HAS  NEUTRALIZED 
ALMOST  ALL  THE  STRAINS  WE  HAVE  TESTED.  AND  WE  TESTED  A  LOT  " 


Booster  Shot 


Old  gpl20  Vaccine 


an  advanced  version  of  today's  network  operating  at  up  to 
2.4  gigabits  per  second,  the  researchers  will  share  early  data  as 
it  is  being  developed,  breaking  down  walls  between  otherwise 
competing  labs. 

The  new  vaccine  was  dreamed  up  almost  a  decade  ago  by 
Anthony  DeVico,  now  a  44-year-old  biochemist  at  Gallo's  in- 
stitute. Back  then  AIDS  vaccine  research  was  focused  on  stim- 
ulating the  immune  system  to  produce  antibodies  against  the 
virus,  a  standard  strategy  that  worked  for  polio  and  other 
diseases.  But  HIV  is  a  master  of  disguise.  The  protein  on  the 
surface  of  the  virus,  called  gpl20,  constantly  mutates  to  es- 
cape detection  by  antibodies.  The  early  results  were  so  dis- 
couraging that  some  researchers  con- 
cluded it  would  be  impossible  to  devise  a 
vaccine  that  fully  blocked  the  infection. 

In  the  early  1990s  DeVico  figured  he 
might  get  around  the  mutation  problem 
by  targeting  the  crucial  portion  of  gpl20 
that  is  normally  obscured  by  HIV's  sur- 
face. This  portion  doesn't  mutate  much; 
the  virus  uses  it  to  hijack  human  blood 
cells  and  reproduce  itself.  But  gpl20's  in- 
nards are  exposed  for  30  minutes  or  so 
while  the  protein  is  hooked  to  its  human 
receptor,  called  CD4,  in  preparation  to  in- 
vade a  cell.  DeVico's  idea  was  to  build  a 
vaccine  consisting  of  gpl20  permanently 
fused  to  its  CD4  receptor.  He  figured  shots 
of  this  fused  vaccine  would  prompt  the 
immune  system  to  create  an  army  of  anti- 
bodies motivated  to  sniff  out  and  disable 
the  virus  in  its  exposed  position  during 
that  crucial  30-minute  period. 

The  concept  was  so  far  off  the  beaten 
track,  hardly  anyone  paid  attention  at 
first,  but  his  recent  tests  of  the  vaccine  in 
monkeys  are  generating  excitement 
among  the  few  researchers  who  have  seen 
the  data.  In  the  tests  DeVico  and  his  colleagues  inoculated 
several  monkeys  with  the  gpl20-CD4  vaccine,  then  tested 
their  blood  against  HIV  in  a  test  tube.  Sure  enough,  the  blood 
contained  antibodies  that  disabled  a  spectrum  of  strains 
from  Africa,  North  America  and  elsewhere.  DeVico  won't 
discuss  details  of  his  study  pending  publication. 

In  the  meantime  Gallo  and  Evans  had  already  formed  the 
Waterford  Project,  which  arose  from  Gallo's  frustration  with 
the  pace  of  vaccine  research  and  his  desire  to  bring  scattered 
researchers  together.  Evans  suggested  that  high-speed  data 
links  could  help  far-flung  labs  share  results. 

In  1999  Evans  brought  together  Gallo  and  a  handful  of 


HIV  strains  can  evade  older 
vaccines  containing  the  gpl20 
protein  alone.  The  new  vaccine 
uses  hidden  parts  of  gpl20  to  give 
the  immune  system  a  better  target 


Carbohydrates 
Core  protein 


New  gpl20-CD4  Vaccine 


scientists  and  Internet  experts  at  his  Virginia  farm,  Waterfon 
House,  to  discuss  the  idea.  Initially  the  scientists  were  uneasy 
"In  research  you  plant  a  flag  and  defend  your  turf.  We  wen 
not  natural  collaborators,"  explains  Warner  Greene,  who  dii 
rects  San  Francisco's  Gladstone  Institute  of  Virology  &  Im 
munology.  But  over  time  the  egos  faded,  and  the  scientists  re 
alized  how  much  faster  they  could  progress  by  cooperating 
The  possibility  of  making  history  for  producing  the  vaccin* 
that  wiped  out  AIDS  didn't  hurt  either.  "It  has  been  the  mos 
exciting  single  enterprise  I  have  been  involved  with,"  say 
Greene.  When  Gallo  showed  the  DeVico  data  in  person  to  hi 
Waterford  collaborators  less  than  a  year  ago,  they  quickl 
agreed  to  make  it  a  top  priority.  "Th» 
more  I  looked  at  the  data,  the  more  ex 
cited  I  became,"  says  Greene.  As  a  first  stej 
Waterford  is  now  installing  videoconfer 
encing  equipment. 

Much  remains  to  be  done  to  confirn 
the  finding  and  turn  it  into  a  practical  vac 
cine.  The  researchers  need  to  perform 
more  realistic  test  to  see  if  the  vaccine  in 
deed  protects  monkeys  exposed  to  an  AIDS 
like  virus.  They  must  tinker  with  the  vac 
cine  to  boost  the  quantity  of  antibodies  i 
makes,  figure  out  a  reliable  productioi 
process  and  prove  it  is  safe  to  use  in  million 
of  patients.  Stimulating  the  production  a 
antibodies — only  one  arm  of  the  immun 
system — may  not  be  enough.  Ultimately,  re 
searchers  will  likely  want  to  combine  it  wit] 
one  of  the  vaccines  being  developed  to  stimi 
ulate  production  of  killer  T  cells. 

Despite  all  the  promise,  the  group  is  stLl 
short  on  money.  The  original  Waterfon 
plan,  conceived  at  the  height  of  the  bul 
market,  was  to  raise  money  from  telecon 
firms  using  Evans'  connections.  But  wit) 
the  market  slump,  those  money  source 
have  dried  up.  Evans  has  donated  $1.5  million  of  his  own,  bu 
that  is  a  fraction  of  the  planned  $14  million  annual  budget 
Gallo's  lab  has  government  funds  to  continue  its  vaccine  wort 
but  it  will  go  faster  with  several  labs  working  together. 

For  Waterford  collaborator  Max  Essex  of  the  Harvarc 
School  of  Public  Health,  a  vaccine  can't  come  soon  enough 
Essex,  advance  man  for  human  trials,  is  spending  this  fal 
in  Botswana,  where  38%  of  adults  are  already  infected 
"It's  unbelievably  urgent,"  he  says.  "What  do  you  do  if  yoi 
want  to  have  kids  and  get  married?"  A  vaccine  won't  cur- 
the  36  million  already  infected,  but  every  day  HIV  claim 
15,000  more.  I 


Newly  exposed  area 
believed  targeted 
by  antibodies 


Linking 
molecules 


CD4  receptor 
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Andrews  Conferences,  Inc.  &  Hawksmere  Present 
The  Global  Construction  Superconference 

"everything  is  changing..." 

Radisson  SAS  Portman  Hotel  •  London,  UK 
Program  for  November  5-6,  2001 

Conference  Sponsors:  •  Arent  Fox,  Kintner,  Plotkin  &  Kahn,  PLLC  •  Bechtel  Inc.  •  Bentley  Systems,  Inc.  •  Hill 
International  Inc.  •  Kilpatrick  Stockton  LLP  •  KPMG  LLP  •  Masons  Solicitors  •  McKenna  &  Cuneo  LLP  •  MDC  Systems 
Inc.  •  Pepper  Hamilton  LLP  •  PricewaterhouseCoopers  LLP  •  Rowe  &  Maw  •  The  Nielsen-Wurster  Group,  Inc. 
•  Warner  Construction  Consultants,  Inc. 

The  first  annual  conference  in  Europe  where  representatives  of  the  global  construction  industry  will 
come  together  to  hear  the  world's  leading  experts  discuss  the  latest  trends  and  developments  in  the 
ever-changing  construction  environment  and  to  exchange  views  on  emerging  issues  and  procedures. 

This  Program  will  include: 

■  New  approaches  to  project  financing 

■  Legal  issues  in  e-construction 

■  Construction  claims  and  resolution  around  the  globe 

■  The  use  by  counsel  of  expert  consultants  and  witnesses  in  the  resolution  of  disputes 
both  before  and  through  litigation 

■  A  roundtable  of  esteemed  authorities  on  international  arbitration 

■  Change  orders,  changed  conditions  and  cardinal  changes:  the  devil  is  in  the  details 

■  Issues  affecting  UK  contractors  and  suppliers  doing  business  in  the  USA 

■  Surviving  your  first  American  construction  project 

■  Using  risk  management  techniques  to  improve  the  return  on  investment 

■  Contracting  with  the  host  country  -  now  you  learn  why  they  are  called  International  contracts' 

■  Environmental  issues  in  project  development 


GENERAL  INFORMATION 

United  States  participants  are  requested  to  register  with  Andrews 
Conference,  Inc.  for  this  event. 

FEE  AND  REGISTRATION 

The  fee  for  this  event,  which  includes  all  written  materials, 
lunches,  cocktail  receptions  and  refreshments  is  $  1 ,395  in  US 
dollars. 

To  register  for  this  event  by  phone,  please  contact  Jo  Waugh 
at  301-587-6447  or  866-587-7280.  Or  you  may 
register  online  by  visiting  our  website  at 
www.andrewsconferences.com . 


ACCOMMODATIONS 

The  conference  hotel  for  this  event  is: 
Radisson  SAS  Portman  Hotel 
22  Portman  Square 
London  W1H9FL  UK 
Phone:  44  (0)20  7208  6000 

If  you  wish  to  stay  at  the  Radisson  SAS  Portman  Hotel  at  the 
special  conference  rate,  please  contact  Judy  Weatherstone, 
Events  Director,  at  Hawksmere  by  phone  at  01 1  44  20  7881 
1848,  or  by  email:  judy@hawksinere.co.uk  or  by  fax  at 
020  7730  7672. 
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Cannonball 
From  Heaven 

F  I  s  H  I  N  G  |  When  a  peacock  bass  strikes,  you'd  best  be  bracec 


BY  JESSICA  MAXWELL 

AS  ANY  SCHOOL  CHILD  KNOWS,  THERE'S 
nothing  like  the  Amazon:  2.3  million 
square  miles  of  virgin  rain  forest — the 
biggest  on  earth — filled  with  jaguars,  anacondas,  howler 
monkeys,  bottle-blue  butterflies,  kingfishers  the  size  of 
turkeys  and  1,700  other  species  of  birds.  Three  huge  rivers 
teem  with  turtles,  freshwater  octopuses  and  more  than 
1,000  species  of  catfish.  The  latter  range  from  the  micro- 
scopic to  the  650-pound  piraiba.  One  of  the  biggest  draws 
of  Amazon  fishing  is  the  tucunare,  or  peacock  bass — quite 
the  game  fish. 

And  weird  looking.  The  butterfly  variety  is  a  stunning 
turquoise  and  ocher,  with  what  look  like  Chinese  characters 
scribbled  in  black  ink  on  its  sides.  Up  to  3  feet  long  and 
weighing  27  pounds,  peacocks  are  famous  for  their  A-bomb 


strikes — which  a  fishing  pal  of  mine  likens  to  "a  cannonba 
from  heaven."  Fearsome  predators,  they  break  50-poun 
line,  blow  up  reels,  snap  rods,  straighten  hooks  and  mak 
sawdust  out  of  the  toughest,  most  expensive  lures.  God  on! 
knows  what  they'd  do  to  a  fly — which  was  what  I'd  be  usinj 

I  was  the  only  fly  fisherman  (and  only  female)  amon 
eight  sportsmen  aboard  the  100-foot,  eight-suite  luxur 
yacht  the  Amazon  CastAway,  based  in  Manaus,  Brazil,  in  th 
heart  of  the  Amazon.  This  would  be  our  home  for  the  nej 
five  days,  as  we  covered  350  miles  of  water.  And  getting  hei 
had  not  been  easy.  I'd  flown  from  Miami  to  Manaus,  thei 
after  a  layover,  on  to  Barcelos  on  the  Rio  Negro. 

After  an  elegant  shipboard  lunch  of  grilled  tambaqui  ( 
delicate,  white-fleshed  fish)  and  cake  made  with  cupuai^u, 
fruit  that  tastes  like  peach  yogurt,  my  shipmates  and 
loaded  ourselves  two  apiece  into  the  aluminum  bass  boa 


Fearsome  predators,  they  break  50-pound  line,  blow  up  reels,  snap  rods. 


the  CastAway  tows.  It  was  a  one-story  landscape — lonj 
rounded,  dark  green  lines  of  jungle  laid  down  upon  the  cc 
gnac-colored  waters.  The  soundtrack  was  out  of  a  Tarza 
movie — a  cacophony  of  howls  and  screams,  punctuate 
from  time  to  time  by  green  parrots,  which  flew  overhea 
screeching  "Wow!  Wow!  Wow!  Wow!" 

I  was  teamed  with  Popcorn,  one  of  the  most  famous  fisr 
ing  guides  in  the  Amazon.  Popcorn  (named  after  his  fir: 
English  word)  soon  had  us  flying  down  a  wide  main  channe 
a  big  root-beer-colored  wake  churning  behind  our  Mercur 
40hp  outboard. 

As  we  entered  a  lagoon,  Popcorn  cut  the  big  Merc  close  t 
the  bank  and  turned  on  a  near-silent  electric  trolling  moto 
I  started  casting  with  my  13-weight  loaner  Winston  rod.  I 
minutes  I  was  sweating  like  a  tropical  shot-putter  in  the  lOf 
degree  heat,  my  line  falling  a  foot  shy  of  the  Peacock  Zon< 
the  first  foot  of  water  off  the  bank. 

To  exploit  the  peacocks'  territorial  zeal,  the  spinning-  re< 
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guys  were  throwing  big,  noisy  Woodchop- 
per  and  Amazon  Ripper  lures — which,  just 
between  us,  I  regard  as  cheating.  It's  more 
sporting  to  use  a  heavy  fly  and  still  heavier 
Ross  fly  reel,  especially  when  the  casts  need 
the  kind  of  accuracy  peacock  bass  de- 
mand. Then  again,  the  lure  guys  were 
catching  fish.  And  I  wasn't. 

I  didn't  catch  any  the  next  day,  either, 
though  I  had  compensations:  scarlet-and- 
blue  macaws,  otters  diving,  pink  dolphins 
playing  near  our  boat,  their  strange 
bulbous  heads  reflecting  the  Amazon's 
ethereal  light.  The  sun  rises  and  sets  at  6 
o'clock  every  day  of  the  year  in  the  Ama- 
zon, so  we  were  obliged  to  return  to  the 
mother  ship  by  5:30.  That  was  the  trip's 
rhythm:  up  at  5:30,  back  by  5:30.  I  didn't 
go  out  at  midday,  when  the  fish  are  more 
plentiful  but  the  sun  is  lethal. 

On  the  fifth  morning  the  day  had  a 
special  gleam  to  it,  and  I  felt  lucky.  A  dif- 
ferent guide,  Francisco,  took  me  to  a  side- 
slough  and  trolled  close  to  shore.  I  cast  as 
we  went.  Still  nothing.  We  tried  two  other 
spots  with  matching  success. 

Then  Francisco  lifted  his  head.  "Joga  no 
meio!" — Portuguese  for  "Cast  in  the  mid- 
dle!" My  green-and-yellow  streamer 
darted  out  and  landed  on  a  stick  of  dyna- 
mite. Peacock!  A  real,  live,  knuckle-busting 
peacock  bass  on  an  honest-to-God  fly.  It 
took  some  doing  to  reel  in  a  heavyweight 
fighting  fish  on  a  lightweight  rod.  But  I  did 
it,  as  from  somewhere  in  the  jungle  four 
pairs  of  green  parrots  flashed  by  screaming 
"Wow!  Wow!  Wow!  Wow!" 

My  sentiments  exactly.  F 


Tour  companies  plying  the  Rio  Negro  include 
Wet-A-Line  Tours,  operators  of  the  eight- 
suite  Amazon  CastAway  (888-295-4665,  or 
info@wetaline.com)  and  Amazon  Tours,  opera- 
tors of  the  eight-suite  Amazon  Queen  (888- 
235-3874,  or  usa@peacockbassfishing.com). 
Packages  typically  provide  six  days  of  fishing, 
and  are  offered  from  early  October  through 
mid-March.  Cost,  excluding  airfare  from  the 
U.S.,  runs  approximately  $3,500  to  $4,000. 
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FORBESLIFE 

BY  SUSAN  ADAMS 

COME  UP  WITH  A  WILDLY 
ambitious  scheme,  se- 
cure wealthy  backers, 
push  the  scheme  at  the  highest 
level  and  don't  take  no  for  an 
answer.  That,  we  learn  from 
Kirkpatrick  Sale's  captivating 
new  book,  The  Fire  of  His  Genius 
( Free  Press,  $24 ) ,  was  the  modus 
operandi  of  Robert  Fulton — the 
driven,  presumptuous  American 
who  turned  the  steamboat  from 
a  novelty  into  an  essential  tool 
for  U.S.  expansion. 

Born  outside  Lancaster,  Pa. 
in  1765  to  a  failed  Irish  immi- 
grant farmer,  Fulton  pursued 
several  other  fixations  before 
finding  success  with  steamboats.  I 
First,  while  living  in  England,  he 
became  captivated  by  canals.  In 
1797  he  convinced  a  well-heeled 
Englishman  named  John  Barker 
Church  to  plunk  down  £1,500 
toward  a  scheme  to  build  canals 
that  used  inclined  planes  to  raise 
and  lower  ships. 

Another  Ful- 
ton credo:  Don't 
hesitate   to  stiff 
investors.  Later  that 
year  he  abruptly 
dropped  the  canal 
plan  and  moved 
to   Paris,  leaving 
Church  in  the  lurch. 

Something  far  more 
outlandish  had  captured 
Fulton's  fancy:  sub- 
marines. His  plan  to  torpedo  naval  fleets 
around  the  globe,  guaranteeing  free 
trade,  never  made  sense,  but  that  didn't 
stop  him  from  flogging  it  to  England, 
France,  the  U.S.,  Holland,  even  Russia. 

Throughout  this  period  Fulton  was 
fueled  professionally  and  personally  by  a 
prominent  American  couple,  Ruth  and 
Joel  Barlow,  with  whom  he  enjoyed  a 
menage  a  trois.  Joel,  an  eminent  literary 
figure  of  the  day,  wrote  the  famous  comic 
poem  "The  Hasty  Pudding."  Sale  quotes 
love  letters  written  by  Barlow  in  a  kind  of 
erotic  baby  talk.  Barlow  refers  to  Fulton 


■  ■ 


The  Love  Boat 


B  o  o  K  s  |  How  an  eccentric 
American  with  a  kinky  private  life  made 
steamships  a  commercial  reality. 


as  "Toot,"  imploring 
him  to  "tare  dood 
tare  of  nitten  wifey 
[take  good  care  of 
little  wifey] — sant 
[mustn't]  tweeze 
too  ard — just  ov 
properly." 
This  isn't  the  only 
surprise  in  store  for  read- 
ers who  may  have  last 
encountered  Fulton's 
name  in  grade  school.  Sale  corrects  a 
widely  held  misimpression  that  Fulton 
invented  the  steamboat.  He  did  not. 
Though  the  first  steamboats  appeared  as 
early  as  1783,  Fulton  showed  little  inter- 
est in  the  craft  until  1802  when,  at  a 
soiree  thrown  by  the  Barlows,  he  met 
Robert  Livingston,  a  patrician  New 
Yorker  who  held  a  20-year  monopoly  on 
steamboat  transport  in  New  York  State. 
Fulton  persuaded  Livingston  not  only  to 
support  his  efforts  to  design  a  vessel  that 
would  incorporate  recent  innovations, 
but  to  cut  him  in  for  50%  of  any  profits. 


Fulton's  menage  a  trois  gave 
birth,  indirectly,  to  steamboats 
like  the  Clermont. 


In  August  1807  the  Nor 
River  Steamboat  of  Clermont  s* 
out  from  New  York  Harbor  a 
its  maiden  voyage  to  Alban 
Spectators  were  horrified,  imaj 
ining  that  the  boat  was,  in  th 
words  of  one  observer,  "a  mor 
ster  moving  on  the  waters,  defj 
ing  the  winds  and  tide,  an 
breathing  flames  and  smoke 
But  the  monster  made  a  profit- 
$400  a  week  ($4,851  in  today 
dollars)  for  the  30  weeks  even 
year  the  Hudson  wasn't  frozen 
Fulton  cemented  the  par 
nership  by  marrying  Lh 
ingston's  cousin  Harriet,  24, 
plain  woman  who  was  1 7  yeai 
Fulton's  junior.  For  once  Fu 
ton's  persuasive  powers  wei 
foiled  when  Harriet  refused  1 
take  part  in  a  menage  a  quati 
with  the  Barlows.  Sale  repor 
there  is  no  record  to  suggest  tr 
slightest  affection  between  tr 
couple,  but  Harriet  bore  Fulto 
four  children,  whom  he  ignora 
Fulton  and  Livingston  ej 
panded  their  monopolies  west  to  th 
Ohio  and  Mississippi  rivers,  adding 
dozen  vessels  and  battling  with  compet 
tors  who  copied  their  steamboats  and  k 
fringed  on  their  territories.  Livingsta 
died  in  1813,  and  the  strain  of  the  ongc 
ing  legal  battles  and  the  push  to  dom 
nate  America's  waterways  started  to  tat 
their  toll  on  Fulton.  After  a  particular 
bruising  dispute  in  the  New  Jersey  legi. 
lature  over  his  monopoly  on  the  Hue 
son,  he  caught  a  chill  and  died  of  pnei 
monia  on  Feb.  23, 1815,  at  the  age  of  51 
No  great  monument  to  the  man  w; 
built.  New  York  City  has  a  fish  market, 
subway  station  and  two  streets  name 
after  him,  but  no  busts  or  statues.  H 
legacy,  writes  Sale,  was  the  powerful  in 
petus  given  to  American  expansion  t 
commercial  steamboat  transport.  Mai 
Twain  put  it  eloquently:  Fulton,  r 
wrote,  "made  the  vacant  oceans  and  tr 
idle  rivers  useful,  after  the  unprejudice 
had  been  wondering  for  years  what  the 
were  for.  He  found  these  properties  a  i 
ability;  he  left  them  an  asset." 
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On  your  next  culture  shopping 
trip  to  Paris,  you  might  swing  by  the 
Hotel  George  V  for  a  show  that's  a  little 
fresher  than  the  Louvre's.  Each  week, 
the  hotel's  florist-in-chief,  an  Ogden, 
Utah,  boy  named  Jeff  Leatham,  creates 
23  major  "flower  sculptures"  for  the 
lobby  and  public  areas,  using  some 
10,000  to  14,000  blooms  imported  from 
the  Netherlands.  At  the  press  time  of 
this  magazine,  the  George  V  is  awash  in  fuchsia  roses  and  deep  bli 
delphiniums  and  orchids.  In  the  fall,  Leatham  will  be  slinginj 
orange  dahlias,  brown  and  orange  roses,  hydrangeas  in  green  am 
red  and  black  calla  lilies.  His  monthly  budget  is  upwards  of  550,00c 
but  his  employers  believe  he's  worth  it.  "We're  never  letting  hir 
go  back  to  America,"  said  the  hotel's  general  manager  to  Peopt 
magazine.  "He's  part  of  this  building."  — John  Francisco  Andrh 
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WE  MAY  NOT  YET  BE  ABLE  TO  STOP 
the  march  of  time,  but  we  can  sure 
keep  our  beady  little  eyes  on  it 
and  try  to  make  optimal  use  of  it. 
With  this  philosophy  in  mind,  and 
with  no  less  than  Leonardo  da 
Vinci  and  the  Gregorian  calendar  for 
inspiration,  IWC  set  out  to  conquer 


the  challenge  of  calculating  and 
integrating  the  differing  lengths  of 
the  months,  years  and  centuries 
further  in  advance  than  ever  before. 
This  they  achieved,  back  in  the 
glory  days  of  the  1980s,  with  the 
creation  of  a  revolutionary  perpetual 
calendar  that  remains  accurate 
(with  one  tiny  adjustment  in  the 
year  2100)  until  2499.  As  if  that 
weren't  enough  for  you  (and  20 
generations  of  your  descendants), 


the  venerable  watchmaker  has 
now  installed  this  83-component 
mechanism  in  its  revered  GST 
sports  watch.  The  GST  is  superlative 
in  its  synthesis  of  technical  sophis- 
tication, accuracy  and  durability. 
The  addition  of  the  perpetual 
calendar  means  it  now  displays  the 
day,  date,  month  and  moon  phase 
as  well  as  the  complete  four- 
digit  year.  It  may  be  the  closest 
thing  to  time  travel  the  human  race 
has  come  up  with  to  date.  About 
$14,000.  Wempe  Jewelers,  New 
York,  (212)  397-9000;  Westime, 
Los  Angeles,  (310)  470-1388. 


LEGGY  ITALIAN 


Experience  the  unbearable  light- 
ness  of  reclining  with  B&B  Italia' s  sleek 
and  sexy  Landscape  chaise  longue.  Considered  to  be  among  the  most  elegant  and 
practical  designs  introduced  at  this  year's  Milan  Furniture  Exhibition,  this  piece 
by  renowned  furniture  designer  Jeffrey  Bernett  has  a  nickel-finished  metal  base 
and  an  adjustable,  magnetic  headrest.  The  lounger  comes  in  Tangerine,  Cherry 
or  Marshmallow  felt,  and  20  shades  of  leather.  About  $3,400.  B&B  Italia,  (800) 
872-1697;  Diva,  Los  Angeles,  (310)  278-3191;  or  Limn,  San  Francisco,  (413)  343-3466. 
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FYEye 


HERE'S  SOMETHING  WE  TRIED 
recently:  Ginger  vodka.  The  silky, 
honey-colored  elixir  is  as  bright  and 
bracing  as  a  gingersnap,  with  a 
warm  and  peppery  afterglow  that 
lingers  forever.  Try  it  as  a  shivering- 
cold  shot  straight  from  the  freezer, 
or  mixed  with  something  citrusy. 
such  as  lemonade  or  Sprite. 

INGREDIENTS: 

1  two-inch  chunk  of  raw  ginger 
1  bottle  of  vodka 


DIRECTIONS: 

1)  Preheat  oven  to  300  degrees. 

2)  Wrap  ginger  chunk  in  aluminum 
foil  and  bake  for  40  minutes. 

3)  Peel  heated  ginger  and  slice 
into  small  strips. 

4)  Pour  one  shot  out  of  the  bottle 
and  down  the  hatch,  or  set  aside. 

5)  Push  ginger  strips  through 
the  bottleneck. 

6)  Place  bottle  on  its  side  in  the 
freezer  and  let  sit  for  one  week. 


Now  If  They'd  Just  Bring 
Back  the  Two  Pair  of  Pants 

It  only  took  Hickey-Freeman  a  hundred  years  or  so  to 
open  shop,  but  the  result  should  be  worth  the  wait.  The  venerable 
menswear  company,  founded  in  1899,  has  never  operated  its  own 
retail  store — but  all  that  will  change  in  New  York  City  this  tall. 
Hickey-Freeman  plans  to  pull  out  all  the  stops  in  its  new  Fifth 
Avenue  location,  offering  evervthing  from  classic  tailored  cloth- 
ing (off-the-peg,  made-to-measure  or  custom,  depending  on  your 
time,  patience  and  wallet)  to  formal  wear,  accessories  and  golf  togs  by 
Bobby  Jones.  The  store  will  also  showcase  Hickey-Freeman's  luxur- 
ious sportswear  collection  by  designer  Susanna  Mover,  including  the 
wool  tweed  zip-front  sweater  with  leather  elbow  patches  shown  here. 
Just  imagine:  four  thousand  square  feet  of  fine  men's  clothing,  and  the 
staff  to  serve  you.  Isn't  it  time  to  shop?  Sweater,  sjpj,  by  Hickey- 
Freeman  Sportswear,  at  Hickey-Freeman,  New  York;  (800)  771-0292. 
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fink  tyaft 


„    inctuary'  is  a  series  of  photographs  commissioned  by  Park  Hyalt  to  convey  the  experience  of  its  hotels    The  Parks  are  located  in  Mendoza, 
Canberra,  Melbourne,  Sydney,  Tokyo,  Baku,  Hamburg,  London,  Madrid,  Johannesburg,  Toronto,  Carmel,  Chicago,  Los  Angeles. 
York,  Philadelphia,  San  Francisco,  Washington,  DC  ,  and  opening  soon  in:  Paris-Vendome  and  Milan    For  more  information,  visit  parkhyatt  com. 

olels  and  Resotts'  encompasses  holels  and  resorts  managed  hanchtsed,  or  leased  by  rwo  sepatate  companies  Hyall  Cotpotalion  and  is  alhliales  and  alliliates  ol  Hyall  International  Cotpotation  ©200/  Hyarf  Corp 


ZJfie  only  thinj  6igcjer 
inan  ZJom  jKacJzeu^s 
repuiaiion  is  /Jie  iasie  of 
nis  fuff^Socfiecf  reefs. 


He's  been  hailed  as  the  "Master  of  Merlot"  by  Wine  Spectator  and  "Winemaker 
of  the  Year"  by  Quarterly  Review  of  Wines.  You  11  know  why  when  you  taste 
the  extraordinary  Big  Reds  of  St.  Francis.  The  results  speak  for  themselves: 
wines  so  rich  and  robust —  big  Cabernets,  big  Merlots,  big    Q~p  FRfl  NC"  1^ 

„ .     -        ,   .  .  ,  ,  .      ^  Vineyards  &  Winery 

Zinfandels  —  they  add  a  savory,  new  course  to  any  meal 


THE  HOUSE  OF  BIG  RE  PS 


Leviathan 


It's  bigger  than  most  Florida 
condominiums  and  capable  of  traveling 
at  8o-plus  miles  per  hour.  That's  what  you  can  expect  when  the  Mag- 
num 90'  luxury  yacht  (as  in  90  feet  long,  folks)  debuts  in  2003.  Until 
then,  the  Miami-built  Magnum  80'  will  have  to  suffice.  With  a  top 
speed  of  45  knots,  or  52  miles  per  hour,  the  Pininfarina-designed 
80'  carries  1,500  gallons  of  fuel  that  power  two  1,800-horsepower 
engines.  It  can  accommodate  four  deluxe  double  staterooms — there  are 
also  crew's  quarters — along  with  any  other  appointments  you  dream  up. 
Cost:  $4  million  to  $7.6  million,  www.magnummarine.com;  (305)  9JI-4292. 


What's  a  Five- 
Letter  Word 
for  Obsessed? 


DEVOTEES  OF  THE  NEW  YORK  TIMES 
crossword  puzzle  know  all  too  well 
that  its  clues  get  tougher  as 
the  week  marches  on.  Now  Donald 
Jackson,  a  professor  of  physiology 
at  Brown  University,  has  proof 

I positive:  a  graph  showing  just 
how  strenuous  puzzling  can  be, 
measured  in  the  minutes  it  takes 
him  to  complete  the  crossword 
each  day.  One  surprise:  The 
famed  Sunday  puzzle  isn't 
the  most  perplexing  of 
the  week,  only  the  largest. 
When  adjusted  for  size, 
says  Jackson,  it's  actually 
only  about  a  Thursday. 
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*  Sunday  time  is  divided  m  half  because  puzzle  is  twice  as  big 


A  Real  Corker 


SOME  TASKS  SIMPLY  CALL  FOR  FINE 
tools.  A  Saudi  executioner,  for 
example,  would  not  use  a  tool  steel 
machete  to  behead  a  man.  The 
occasion  demands  the  dignity  of  a 
fine  Damascus  steel  sword.  For 
the  same  reason,  opening  a  magis- 
terial Bordeaux  with  some  plastic- 
handled  corkscrew  just  will  not 
do.  You  need  a  sovereign  instrument, 
equal  to  the  occasion,  and  now 
there  is  one.  It  is  the  creation  of 
Dietmar  Kressler,  Germany's  finest 
knife  maker.  The  interframe  mate- 
rial is  mother-of-pearl,  the  handle 
is  stainless  pattern  Damascus 
and  the  actual  corkscrew  is  high- 
tensile  steel.  The  tool  feels  as 
lively  and  sinuous  in  your  hand  as 
the  first  sip  of  Margaux  does  on 
the  tongue.  At  $4,500  it  may 
not  be  a  bargain,  but  it  is  a  value. 
D.F.  Kressler,  Schloss  Odelz- 
hausen,  Schlossberg 
1-85235,  Odelzhausen, 
Germany;  phone  and 
fax,  49-8134-77-59. 


i 
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The  Mild 

Ones 


HOW  DO  YOU  BECOME  THE  COOLEST 
dad  in  the  whole  world?  Pick 
up  one  of  these  45-pound  pocket 
rocket  mini  motorcycles.  They 
range  from  39ccs  to  50ccs  and  are 
capable  of  speeds  of  up  to  90 
miles  per  hour.  (Relax,  dad,  engine 
governors  limit  speed  for  kids.) 
The  chassis  can  be  custom-painted 
or  you  can  order  replicas  of 
real  Honda,  Yamaha  and  Kawasaki 
race  bikes.  "Our  youngest  rider 
is  three  years  old  and  our  oldest  is 
56,"  says  J.  David  Watts,  president 
of  the  American  Pocket  Rocket 
Association,  which  sanctions 
the  growing  number  of  pocket  rocket 
races  around  the  country.  "Our 
biggest  rider  is  six-foot-seven 
and  weighs  over  300  pounds."  Now 
that  we'd  like  to  see.  $1,000- 
$4,000.  www.pocketbikes-usa.com, 
(843)449-8071. 


Bronze  Star 


Inspiration  can  strike  in  the 
most  unlikely  places.  For  J.  Clayton 
Bright,  seeing  a  lone  cow  in  a  field  prompted  him  to  try  his  hand 
at  sculpture  back  in  the  late  '70s.  Bright,  a  former  Vietnam  para- 
trooper, commercial  pilot  and  stock  exchange  worker,  now  sculpts 
life-size  and  table-size  bronzes  that  radiate  lite  and  spirit.  (He'll  work 

only  from  animate  forms,  "because 
in  sculpture  there's  a  gesture  or  stance 
in  the  person  or  animal  that's  really 
what  strikes  me  and  what  I  want 
to  capture.")  A  typical  life-size  piece 
takes  about  three  months  to  complete, 
from  sitting  to  final  assembly  in  the 
foundry.  Shown  here:  "A  Couple  of 
Hounds, " $48,000.  For  more  information 
or  a  catalog  of  Bright' s  work:  (610)  347- 
°SSS>  www.jclaytonbrightstud.io. com. 


Cities  with  the  highest  concen- 
tration of  wealthy  single  men: 

Wrightsville  Beach,  NC 
Solano  Beach,  CA 
West  Concord,  MA 
Carmel  by  the  Sea,  CA 
Marina  del  Rey,  CA 
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VACHERON  CONSTANTIN 

Manufacture  Horlogere.  Geneve,  depuis  1755. 


Malte"  Watch  With  Large  Calendar 

Automatic  movement 
officially  certified  chronometer  [COSC]. 
Calendar  with  double  aperture  at  6  o'clock. 
Silver-plated  opaline  dial,  painted  Arabic  numerals. 
In  yellow  or  white  18K  gold. 

FOR  INFORMATION  CALL  877-862-7555 


FYEye 


Punch  Line  

RARE  COROJO.  A  NAME  THAT 
conjures  up  the  exotic.  Something 
that  smells  good,  that  smells  of 
money.  That  is  just  what  this  new 
offering  from  Punch  delivers. 

And  are  these  ever  rare.  Only 
the  best  tobacconists  know  of  them, 
and  if  you  are  very  lucky,  they 
may  even  sell  you  one  or  two. 

Why  so  rare?  According  to  their 
creator,  because  they're  made  from 
"a  scarce,  dark,  oily  Ecuadorean 
Sumatra  wrapper  enveloping  a  select 
blend  of  Nicaraguan,  Honduran 
Havana  seed  and  Dominican  filler 
tobacco,  and  complemented  with 
a  true  Connecticut  broadleaf  binder." 
It's  been  a  few  years  since  the 
Rare  Corojo  was  available,  and  these 
new  sticks  are  even  richer  than  the 


earlier  ones.  They  come  in  three 
sizes  and  are  square-pressed. 

The  bottom  line,  or  the  Punch 
line — if  I  may — is  that  this  is  one 
very  delicious  smoke.  It  fires  up 
sweetly  and  progresses  through 
a  heady  mix  of  peppery  yet  smooth 
spices  and  builds  to  a  fine  cognac 
finish.  Don't  waste  these  as  puffers 
on  the  golf  course;  instead,  use 
them  to  show  friends  after  dinner 
that  they  are  worthy  of  something 
special  from  your  humidor.  Or  even 


go  all  the  way — offer  one 
to  your  wife.  I  did,  but  my 
Willow  demurred,  preferring  to 
watch  me  enjoy  the  occasion,  taking 
pleasure  from  my  indulgence. 
Double  Corona,  $108  for  a  box  of 
25;  Pita,  $104  for  a  box  of  25; 
Rothschild,  $162  for  a  box  of  50, 
at  Davidoff,  New  York,  (212)  751- 
9060.  Brushed  stainless-steel 
cigar  cutter,  $170,  and  lighter, 
$275,  at  Dunhill;  (800)  541-0738, 
www.dunhill.com.   — BOB  LAIDLAW 


Securities  Commission 

Home  safes  are  typically  as  clunky  and  utilitarian 
as  a  wood  stove.  For  those  with  something  a  little  more  soigne  in  mind, 
Munich-based  Stockinger  offers  personal  vaults  with  flair,  safe  havens 
that  make  certain  your  valuables  are  not  just  secure  but  coddled.  Prices 
range  from  just  under  $67,000  for  the  900-pound  Osiris  I  to  more  than 
$307,000  for  the  double-door,  ostrich-leather-lined,  3,400-pound 
Sphinx  IV.  The  base  price  does  not  cover  every  amenity  (the  automatic 
winder  for  moon-phase  watches,  for  example,  runs  an  extra  $3,500), 
but  it  does  include  choice  of  colors  and  insurance  policies  of  up  to 
$10  million.  Your  safe  is  designed  to  your  specifications  in  Germany, 
then  installed  in  vour  home  by  Stockinger's  own  professional  team — 
no  outsiders  are  involved.  Best  of  all:  According  to  the  company,  Stock- 
inger has  pitched  a  25-year  shutout  against  the  bad  guvs.  Stockinger 
USA;  (866)  8j2-j2jj,  ■www.stockinger.de,  StockingerUSA@aol.com. 
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I  dn't  a  whole  barrel  of  Tennessee  Whiskey  make  a  great  gift  to  a  good  friend  or  customer?  If  you  agree,  call  us  at  1-888-551-5225. 


IDLKS  LIKE  JACK  DANIELS  SINGLE  BARREL 

il  MUCH  WE'VE  DECIDED  TO  MAKE  IT  AVAILABLE  BY  THE  BARREL. 

!  :h  barrel  of  Jack  Daniel's  Single  Barrel  is  hand-selected  during  aging  by  our  head  distiller 
!i  rareness  and  taste.  Just  one  of  our  white  oak  barrels  yields  approximately  240  bottles 
jbur  newest  Tennessee  Whiskey.  So,  no  matter  how  big  a  drinker  you  are, 
;  vill  definitely  hold  you  awhile.  Of  course,  getting  one  of  these  400-pound 
>  :rels  into  your  hometown  will  take  some  doing.  But  if  you're  interested, 
!,:  write  our  head  distiller  here,  Jimmy  Bedford.  He'll  even  put  your  name 
nthe  barrel  if  you'd  like. 

JACK    DANIEL'S   SINGLE  BARREL 

Your  friends  at  jack  Daniel's  remind  you  to  drink  responsibly . 

Tennessee  Whiskey  •  47%  alcohol  by  volume  (94  proof)  •  Distilled  and  Bottled  by 
I  Jack  Dame!  Distillery,  Lem  Motlow,  Proprietor,  Route  1,  Lynchburg  (Pop.  361),  Tennessee  37352  •  www.jdsmglebarrel.com 

Placed  in  the  National  Register  of  Historic  Places  by  the  United  States  Government. 

JACK  DANIEL'S  and  OLD  NO.  7  are  registered  trademarks  of  Jack  Daniel's.  ©2001. 


Sweet  Brooklyn 


JACQUES  TORRESS  NEW  CHOCOLATE 
factory  isn't  exactly  in  the  middle  of 
nowhere:  Supermodels  live  a  stone's 
throw  away  from  its  front  door,  and 
trendmeisters  prowl  the  neighbor- 
hood's cobblestone  streets.  Still,  the 
DUMBO  section  of  Brooklyn  (Down 
Under  the  Manhattan  Bridge  Over- 
pass) is  not  the  obvious  location  for 
a  famous  pastry  chef  to  set  up  shop. 
Torres,  just  off  an  11-year  stint  at 
Manhattan's  Le  Cirque,  chose  the 
spot  for  its  combination  of  key  ingre- 
dients— space,  light  and  charm — 
much  the  way  he  chooses  what  to 
wrap  inside  his  delicious  chocolate: 
passion  fruit,  coconut,  Earl  Grey 
tea,  creamy  caramel.  Each  is  made 
using  a  combination  of  old-fashioned 
candy  alchemy  and  high-tech 
machinery,  including  a  vacuum-sealed 
mixer  that  prevents  air  from  becom- 
ing part  of  the  recipe.  The  result 
is  fresh,  flavorful  chocolate  with  an 
unusually  long  shelf  life,  despite  the 
fact  that  all  of  Torres's  ingredients 
are  free  of  preservatives — though 
not,  alas,  free  of  calories.  Jacques 
Torres  Chocolate,  $40/ lb.;  (718) 
875-9772,  www.mrchocolate.com. 


He  Restoreth  My  Soles 

J.  M.  WESTON,  THE  no-YEAR-OLD  FRENCH  SHOEMAKER 
known  for  chic,  understated  footwear  so  beautifully  made  it  almost 
hurts  to  scuff  the  soles,  is  experiencing  a  renaissance.  This  fall,  in  ad- 
dition to  its  classic  line  of  men's  and  women's  footwear  (most  of 
which  can  be  custom-ordered  in  an  array  of  leathers),  the  Limoges- 
based  company  will  unveil  a  collection  of  men's  shoes  designed  by  one 
of  fashion's  darlings,  Michel  Perry.'The  combination  of  elements — 
a  modern  designer  given  full  rein  at  a  company  so  concerned  with 
quality  that  it  operates  its  own  tannery — has  resulted  in  shoes  of 
Platonic  perfection.  To  keep  them  that  way,  J.  M.  Weston  also  offers 
a  refurbishing  service:  Return  worn  shoes  to  the  Limoges  factory,  and 
for  a  nominal  fee  they'll  be  rebuilt  and  resoled  by  the  very  craftsmen 
who  made  them  in  the  first  place.  Burgundy  calf  lace-ups  by  Michel 
Perry  for  J.M.  Weston,  5575,  at  J.M.  Weston,  New  York;  (212)  535-2100. 
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GOLF  BAG  / 


Found:  America's 

Missine  Links 


'he  sublime  chaos  of  Scottish  golf... in  Oregon. 

By  James  Y.  Bartlett 


■or  centuries  now,  golfers  have  waxed  poetic  about  playing 

:  ;i  "the  links,"  those  desolate  areas  of  the  world  useless  for  much  besides 

Ijplf.  Crumpled  and  corrugated  links  land  usually  lies  hard  by  the  sea,  bat- 

i  (red  by  wind  whistling  around  great  dunes,  vast  sandy  wastelands  where 

nothing  grows  but  stingy  grass,  clumps  of  gorse  and  Brillo-like  heather. 

1  It's  not  exactly  an  inspiration  for  poetry  unless  you're  chasing  a  little 
hite  ball  through  it,  armed  with  a  hip  flask  and  a  sharp-eyed  caddie.  But 

I  nen  the  links  become  a  meta- 

mor  for  Nature  Unbridled  and 

wild,  and  golf  itself  the 

i  ernal  battle  of  Order  versus 

iihaos.  Or  something  like  that. 

i  Every  summer,  thousands 

if  us  pile  on  airplanes  and 
jjfead  across  the  pond  to  play 
■lose  hallowed,  pocked,  rab- 
Wt-pelleted  fairways  where, 
l:riused  to  the  wind,  the  hard 
■round  and  the  unfair  bounces, 
■le  shoot  inflated,  irritating 
■lores,  smile  through  gritted 
■leth  and  tip  the  caddy. 
■ICouldn't  one  save  time, 
■pssle  and  national  pride  by 
■laying  home  to  play  on  a 
■pod  old-fashioned  Ameri- 
■tn  links?  One  could,  except 
■  tat  there  is  no  such  thing. 
Ilrue,  there  may  be  upwards 
jit  a  thousand  golf  courses  in 
limerica  that  call  themselves 
irolf  links."  But  these  are  by 
■lid  large  the  hopeful  dreams 
■■their  marketers. 
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Dunes.  News  began  percolating 
through  golfing  circles  shortly  after 
it  opened  in  1999  that  this  place,  way 
out  on  the  Oregon  coast,  was  the 
real  deal.  As  this  modest  resort  pre- 
pared to  open  its  second  course  this 
summer,  I  decided  it  was  time  to  take 
a  look. 

From  the  East  Coast,  it  is  probably 
easier  to  reach  the  first  tee  at  Old 
Prestwick  or  Gullane  No.  2  than  it  is 
to  get  to  Bandon.  But  after  landing  in 
Portland,  catching  a  short  commuter 
flight  down  to  Coos  Bay/North  Bend 
and  driving  for  a  half  hour  south  along 


are  all  difficult  to  contend  with,  there 
is  not  one  of  them  which  cannot  be 
overcome  by  the  skill  of  the  golfer." 

Keiser's  original  plan  was  to  con- 
duct a  contest  and  let  the  readers 
of  Golf  Digest  magazine  design  the 
holes.  But  the  magazine's  architecture 
editor  convinced  Keiser  that  the  land 
was  too  special  to  waste  on  amateurs. 
Nevertheless,  instead  of  turning  over 
his  seaside  treasure  to  one  of  golf 
architecture's  big  guns — a  Nicklaus, 
say,  or  a  Fazio — Keiser  turned  to  a 
virtual  unknown:  David  McLay 
Kidd,  a  27-year-old  Scotsman  with 


is  it  as  good  as  Pebble  Beach?  Hell,  Pebble 
leach  should  wish  it  were  this  good.  


Route  101, 1  was  ready  to  rumble  with 
the  best  they  could  throw  at  me. 

Bandon  Dunes  is  the  brainchild  of 
Mike  Keiser,  the  Chicago-based  co- 
founder  of  Recycled  Paper  Greetings 
and  an  avowed  golf  nut.  Keiser  con- 
ducted a  three-year  search  of  America 
to  find  the  perfect  site  for  his  envi- 
sioned American  links,  and  it  took 
another  five  years  to  get  all  the  permits 
to  build  it.  But  when  his  scouts  first 
brought  him  out  to  the  2,000-acre 
parcel  just  north  of  the  sleepy  little 
timber  and  fishing  town  of  Bandon, 
he  knew  he  had  found  his  dream. 

What  Keiser  saw  was  a  wasteland 
of  grass  and  dunes  perched  atop  cliffs 
and  overlooking  the  blue  Pacific 
below.  Dotting  the  landscape  were 
collections  of  Irish  gorse,  brought 
in  as  sheep  fencing  a  hundred  years 
ago  by  early  settler  Lord  George 
Bennett,  who  renamed  Bandon  after 
his  Irish  home.  The  wind  here  is  usu- 
ally howling,  and  the  mists  drift  in 
off  the  cold  ocean,  drop  a  little  rain 
and  move  on.  Perfect. 

At  Bandon,  "there  was  countrv 
bristling  with  hazards  of  many  kinds," 
as  early  20th-century  author  Robert 
Hunter  rejoiced  of  British  courses  in 
The  Links.  "Wind  and  water,  hillocks 
and  hollows,  mounds  and  pits,  mar- 
ram-grass and  bents — these  are  the 
hazards  of  the  links;  and  while  thev 


only  four  courses  to  his  credit, 
including  one  in  Nepal  and  a  bud- 
get-oriented muni  near  London.  But 
Kidd,  whose  father  was  the  longtime 
greenskeeper  at  the  Gleneagles 
Resort  in  Scotland,  turned  out  to 
be  an  inspired  choice.  First,  he  and 
Keiser  junked  plans  to  build  a  com- 
bination clubhouse,  restaurant  and 
hotel  at  the  edge  of  the  cliff  over- 
looking the  sea,  and  instead  used 
that  land  for  golf  holes.  Then  Kidd 
went  out  and  built  America's  first 
authentic  links. 

It  was  the  grass  that  convinced  me. 
Not  that  all  the  other  elements  aren't 
in  place,  including  the  briny  smell 
of  the  sea  and  the  constant  drumming 
of  the  crashing  surf.  The  wind  begins 
in  the  morning  as  a  gentle  zephyr  and 
builds  during  the  afternoon  to  a 
howling  three-club  banshee.  The 
hard  and  resdess  fairways  seem  frozen 
for  eternity  as  though  the  grass  had 
been  laid  over  a  choppy  sea.  The 
bunkers  are  scattered  promiscuously 
hither  and  yon.  And  there  is  the  rain- 
sun-mist-fog-rain-sun  sequence  of 
the  weather. 

But  you  can't  fake  the  grass  of  a 
real  links,  and  Bandon  Dunes  has  it. 
They  told  me  later  it's  a  combination 
of  red  fescue  and  colonial  bent,  but 
I  just  recognized  it  as  links  grass.  In 
the  fairwavs,  it  grows  close  to  the 


ground,  providing  tight  lies  a 
yielding  thinnish  divots  that  revea 
dark,  loamy  topsoil.  It's  a  splotc 
grass  that  grows  green  and  lush 
the  hollows  and  dips,  and  thin  ai 
red  atop  the  hillocks  and  mounds, 
the  rough,  the  fescue  grows  tj 
and  wispy,  the  bent  thick  and  den: 
With  the  occasional  cheerful  note 
wildflowers  contrasting  with  the  da 
and  unfriendly  thickets  of  gorse,  it 
all  authentic.  True,  there  are  no  raj 
bits  making  scrapes  in  the  bunke: 
or  RAF  fighters  zooming  overhe 
on  mock  bombing  runs  as  in  t 
Auld  Countrie.  On  the  other  han 
one  can  sometimes  see  whal 
breaching  off  the  beach  as  th 
migrate  north  and  south,  somethii 
not  often  seen  in  the  Firth  of  Tay. 

Like  any  links  worth  its  sa 
Bandon  Dunes  is  a  walking  coun 
There  is  a  corps  of  white-coverall 
caddies  to  lug  the  clubs,  and  a  fleet 
nice  trollies,  or  pull-carts,  as  we  pa 
turemen  call  them.  It's  a  fine,  ea 
stroll:  That  sandy  turf  is  cushionin 
and  the  hills  are  few.  The  will 
determines  how  hard  or  easy  tl 
course  plays.  In  the  morning  on  tl 
spectacular  par-four  fourth,  whi 
calls  for  a  tee  shot  along  the  cliffs  ai 
an  approach  into  a  funnel  of  duns 
I  needed  a  three-iron  to  get  hor 
against  the  wind.  By  the  afternoon 
loop,  the  hole  played  downwit 
and  all  I  needed  was  a  pitching  wed£ 

Keiser  and  his  managers  figun 
on  doing  12,000  rounds  in  Bandc 
Dunes'  first  year.  After  all,  it  is  in  tl 
middle  of  nowhere.  They  did  35,00 
Then  a  big  section  of  gorse  adjoinii 
the  Bandon  Dunes  course  caught  fi 
(the  stuff  is  highlv  flammable)  ar 
opened  up  some  room  in  the  dunt 
So  Keiser  accelerated  his  timetab 
and  built  a  second  course.  This  tirr 
he  turned  to  an  American,  anoth 
relative  unknown.  Michigan-bas< 
Tom  Doak  is  a  minimalist,  and  h 
too,  let  the  site  determine  the  chara 
ter  of  his  course,  called  Pacific  Dunt 
which  opened  July  1.  His  bunkerin 
with  scratchy,  uneven  edging  th 
makes  the  bunkers  look  as  if  thev' 
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(That's  when  we  began 
using  sherry  casks.) 


It  was  a  wild  time  to  be  sure. 
So  wild  that  our  family  whisky 
men  obtained  some  Spanish 
sherry  casks  arid  filled  them 
with  single  malt.  Eighteen 
years  later.,  we  matured  and 
so  did  the  whisky.  We  combined 
it  -with  whisky  from  our 
traditional  oak  casks  and  the 
result  was   awesome  —  a 
smooth  marriage  of  sherry 
sweetness  and  rich  oakiness 
with  notes  of  honey. 


Single  Malt 

SCOTCH  WHISKY 


FAMILY    OWNED    AND    DOMINATED    SINCE    18  87 


OS  YOU    ENJOY  THIS  WHISKY  RES PONSIBLV . 


/fen  waiting  for  hundreds  of  years 
:  tr  someone  to  build  a  golf  course 
Dund  them,  is  particularly  sublime. 
On  these  two  courses,  I  plaved 
iles  that  reminded  me  of  Bally- 
mion,  Tralee,  Old  Prestwick, 
uirfield,  Enniscrone,  Dornoch  and 
her  classic  courses.  Doak's  Pacific 
unes,  for  instance,  has  a  healthy 
dr-four  along  the  cliffs,  with  a 
ountainous  dune  behind  and  to  the 
dit  of  the  green  that  might  have 
en  cut-and-pasted  from  Royal 
)rtrush.  The  17th  at  Kidd's  course 
minded  me  of  a  hole  at  Glen- 
<gles'  Queen's  Course:  To  the  right 
I  the  green,  the  terrain  falls  away 
:  to  a  deep,  dark  wedands  crevasse  in 
nich  trolls  probably  hide,  cackling 
th  glee  over  their  growing  collec- 
■on  of  Titleists.  Is  it  as  good  as 
-bble  Beach?  Hell,  Pebble  Beach 
ijould  wish  it  were  this  good, 
i  1  As  befits  America's  links,  Bandon 
:unes  is  a  golfer's  place.  There  are  a 
.  .indful  of  rooms  upstairs  in  the 
:dge  that  overlook  the  Bandon 
'tunes  course  and  the  sea  beyond, 
lid  about  50  more  in  a  nearby  clus- 
'ir  of  buildings.  The  rooms  are 
andsome,  if  spartan.  Downstairs, 
:.ere  is  an  excellent  restaurant  that 
:oves  seamlessly  from  salmon, 
unison  and  steak  to  the  chef's 
andma's  meatloaf  (the  most  pop- 
ar  selection).  The  wine  list  is  deep 
:id  includes  some  of  the  excellent 
uity  pinot  noirs  from  the  nearby 
/illamette  Valley.  There's  a  pub 
nvnstairs  and  a  casino  back  up  in 
00s  Bay,  but  few  leave  the  grounds. 
"The  primary  objective  here  is 
)lf,"  says  resort  manager  Hank 
ickox.  "Most  people  play  36  a  day, 
l  ive  a  drink,  dinner  and  turn  in 
.j-ly."  The  record,  so  far,  is  held  by 
middle-aged  couple  from  Florida 
'(ho  played  161  holes  in  five  days. 
There  are  plans  afoot  for  a  third 
>urse,  but  probably  not  right  away. 
:eiser  likes  to  let  things  settle  a  bit 
ifore  plunging  on.  I'd  say  give  it  a 
-indred  years  or  so,  and  Bandon 
1  ight  be  ready  to  host  an  Open, 
he  British  one.  • 
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10  Things 
ou  Wish  You  Knew 
About  Wine 

,  Baron  Rothschild... can  we  talk? 

By  Richard  Nalley 


E  WOMAN  CORNERED  ME  NEAR  THE  HORS  D'OEUVRE  BUFFET. 

ie  had  just  been  vacationing  in  Italy,  and  brought  some  issues  home  with 
r.  The  gleam  of  revelation — or  was  it  righteousness? — shone  in  her 
es.  Why  didn't  we  understand,  she  demanded,  that  the  Italians 
ep  their  best  wines  for  themselves  and  send  us  their  tired  and 
or?  Why  did  America  force  those  sensitive  European  artisans 
adulterate  their  wines  with  sulfites  before  exporting  them  here? 
idn't  that  explain  why  the  same  brand  of  Chianti  that  was 
ctar  in  Siena  tasted  like  dog's  water  in  Scarsdale? 
With  her  Ivy  League  education,  advanced  purchasing  power  and 
rld-traveling  zest  for  experience,  this  woman  is  a  paragon  of  the  new 
eed  who  are  creating  America's  first-generation  wine  culture. 
Unfortunately,  everything  she  knows  is  wrong. 
If  I'd  been  able  to  get  a  word  in,  here's  what  I  might  have  said: 

1.  The  best  wines  never  leave  Italy/ France/ Spain.  Just  the  opposite, 
ough  some  producers  may  keep  small  production  lots  or  special  wines 

r  their  hometown  fans,  most  of  Europe's  top  wineries  are  only  too 
ger  to  sell  to  the  world's  biggest,  richest  import  market — us.  And  Amer- 
's  hyper-competitive  wine  importers  scour  the  boondocks  to  find 
erging  stars.  The  wine  that  stays  home  is  typically  the  cheap,  local 
nk  that  doesn't  measure  up. 

2.  Adding  sulfites  changed  everything.  Sulfites — sulfur  dioxide 
oduced  when  sulfur  is  burned — is  an  organic  anti-browning  agent 
d  preservative  that  has  probably  been  in  every  wine  you've  ever 
3ped.  Ever.  It  has  been  used  for  centuries,  in  Europe  just  as 
avily  as  in  the  U.S.  All  that  has  changed  is  that  the  American 
vernment  decided  to  require  wines  containing  minute  quan- 
ies  (10  parts  per  million)  of  sulfur  dioxide — i.e.,  nearly  every 
ine  in  the  world — to  carry  warning  labels  to  alert  the  small 
rcentage  of  the  population  that  is  allergic  to  it.  If  anything, 
e  labeling  regulations  have  made  wineries  more  conscious 


<  \  \  Vv 


of  sulfur  use,  meaning  that  there's 
probably  less  sulfite  in  most  wines 
since  labeling  began. 

3.  Truly  life-enhancing  wines 
don't  "travel"  well.  What  doesn't 
travel  is  the  moonlight  frolicking  in 
the  Tiber.  It's  not  the  wine's  fault  if 
you  can't  re-create  that  magic  night 
back  home  in  Keokuk;  the  wine  is 
exactly  the  same.  (Provided  that  it 

We  cola-suckled 
Americans  "talk 
dry  but  drink  sweet." 


wasn't,  say,  left  baking  for  a  week  on 
a  dock  at  Port  Everglades.)  Again, 
the  opposite  of  the  assumption  is 
true:  Better-made  wines  travel  per- 
fectly well;  it's  the  cheap,  homemade 
juice  that  may  sour,  re-ferment  or 
otherwise  turn  on  you  like  a  rabid  cur. 

And,  while  we're  at  it: 

4.  Why  do  people  sniff  the  cork? 
This  has  always  struck  me  as  an 
absurd  bit  of  stage  business.  The  fact 


that  the  cork  is  pulled  in  the  first  place 
.  means  that  the  wine  bottle  is  open — 
pour  a  glass  and  stick  your  snoot  in 
that.  And  ignore  the  visuals  of  the 
stopper  as  well.  Great  older  wines 
often  emerge  sound  and  glorious  from 
behind  some  very  furry- looking  corks. 

5.  But  don't  some  corks  make 
wine  smell  like  other  people's 
shoes?  A  "corked"  wine  is  one  in 
which  a  harmless  but  reek-wreaking 
bacteria  has  attacked  the  cork,  giving 
the  wine  a  funky,  musty  smell.  Cork 
makers  and  wineries  go  to  great 
lengths  to  avoid  this,  but  according 
to  some  estimates  as  many  as  one 
wine  in  20  may  be  afflicted  with 
corkiness  to  some  degree — and  it 
happens  to  the  priciest  wines  as  well 
as  the  cheapest. 

6.  So  why  have  a  cork  at  all? 
Good  question.  Since  wine  ages  ide- 
ally in  an  anaerobic  environment 
(that  is,  without  oxygen),  the  cork  is 
just  a  device  to  keep  air  out.  A  hun- 
dred years  ago,  cork  (sometimes 
combined  with  melted  wax)  was  the 


only  game  in  town;  now  the  job  c 
be  as  neatly  performed  by  plasl 
stoppers  and  twist-off  tops.  It's  jd 
that  the  industry  knows  we  corl 
conditioned  snobs  wouldn't  bi 
plastic-stoppered  wine.  Most  Chan 
pagne  bottles,  to  cite  an  exampl 
age  out  of  sight  in  their  French  cq 
lars  sealed  with  soda-bottle  caps.  Tj 
cork  and  wire  only  go  on  wh« 
they're  ready  to  sell  the  wine  to  usj 

7.  What's  the  deal  with  th, 
silver  ashtray  dangling  from  tl 
sommelier's  neck?  Dimpled  silvi 
tastevins  were  originally  designed 
allow  merchants  buying  barrels  in  dii 
candlelit  cellars  to  gauge  the  color 
the  wine.  They  are  now  employ« 
by  wine  waiters  seeking  to  cultiva 
that  super-worldly,  Sebastian-Cabo 
as-Mr.-French  aura. 

8.  If  one  glass  of  wine  is  goc 
for  my  health,  won't  three  glass* 
turn  me  into  a  suave  dynamo 
sexual  magnetism?  This  is  abs 
lutely  true. 

9.  Is  it  cheaper  to  order  wii 
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ould  01 
the  golfer  can  now  play. 


This  exclusive,  private  and  pristine  community, in  Tucson.  Arizona's  Oro  Valley  delivers  the 
pinnacle  of  desert  golf.  In  fact.  Executive  Golfer  says  the  spectacular  lay  Morrish-designed  course 
"is  destined  to  become  one  of  the  top.25  in  the  country."  Custom  homesites  in  I  loneybee  Ridge 
start  from  the  mid-S200s  to  SS00.OO0.  Custom  homesites  in  Stone  Canyon  start  from  the 
S400s  to  significantly  over  SI  million.  Custom  luxury  homes  start  at  SI.5  million. 
For  information  and  an  appointment  to  tour,  please  call  toll-free.  877-2I9-9IOO. 


945  W.  Vistoso  Itigldands  Of. 
Tucson.  Arizona  $57.17 
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directly  from  the  winery?  VVh 

some  super-hot  labels  do  sell  thi 
entire  year's  production  throui 
mailing  lists,  it's  not  a  way  to  b{ 
gain-shop.  You  may  come  aero 
special  sales  and  promotions — j< 
like  at  your  local  package  store — n 
wineries  are  generally  reluctant 
alienate  their  wholesalers  and  reta 
ers  by  undercutting  them  (and, 
course,  all  too  happy  to  capture  thd 
extra  two  tiers  of  profit  markup 
themselves).  What's  more,  depen 
ing  on  what  state  you  live  in  a 
what  state  you're  ordering  from,  y) 
may  actually  be  breaking  the  la 
The  21st  Amendment  that  end! 
Prohibition  back  in  iy^  set  up 
crazy  quilt  of  legislation  in  whi 
each  state  has  the  power  to  reguu 
"intoxicating  liquors"  for  itself,  a] 
the  vast  majority  prohibit  cross-™ 
der  shipments  to  private  individua 
Though  these  regulations  are  spott 
enforced  at  best,  seizure  or  a  stiff  fl 
can  really  inflate  the  old  wine  bi 
10.  Isn't  dry  wine  alwa 
better?  It  is  if  you  like  it — a| 
fewer  people  actually  do  than  thij 
they  do.  It's  a  commonplace 
the  wine  business  that  we  cola- sue 
led  Americans  "talk  dry*  and  drii 
sweet,"  explaining  the  runaw 
popularity  of  those  inexpensive  Ca 
fornia  Chardonnays,  many  or  whi 
contain  perceptible  residual  sug| 
Of  course,  it's  another  truism 
the  trade  that  "sweetness  hides 
wealth  of  sins,"  meaning  that  wir 
without  much  character  of  th< 
own  can  be  made  at  least  palatal 
if  you  keep  'em  sweet.  That  accoui 
for  the  treacly  tongue  buildup  frc 
most  of  the  world's  "white"  Zi 
fandels,  gloppv  jug  wines  and 
"champagnes."  In  finer  wines,  di 
ness  means  less  than  balance.  Sor 
wonderful  wines,  including  ma, 
German  whites,  true  Champagr 
and  Vouvrays,  balance  sweetnt 
and  aciditv  without  a  cloy  in  t 
bottleful.  And  "dry"  wines  can  ran 
in  taste  from  very  austere — thi 
Soave — to  very  fruit}'  and  exotic 
think  Alsatian  Riesling.  Your  move 


Obtain  the  Property  Report  or  its  equivalent  required  by  Federal  alul  State  Imv  and  read  it  before  f£v 
signing  anything.  No  Federal  or  State  agency  has  judged  the  merits  or  value,  if  any.  of  this  property.  ^="^ 
fei  This  is  not  an  offering  in  any  state  where  prohibited  by  law.  Warning:  The  California  Department  of  rrj 
fc;  Real  Estate  has  not  inspected,  examined,  or  qualified  this  offering.  sP 


THE 
HERO 

SHE  SEES  HIM 
IN  A  WHOLE 
NEW  WAY 

WAS  IT  JUST  FOR  MEN®? 


Shampoos  away  gray  hair 
in  5  easy  minutes. 

Enriches  hair  with  vitamins. 

Brings  back  a  thicker,  healthier, 
natural  look. 

Rejuvenates  hair. 

Who  knows... 
just  might  rejuvenate  you. 


MORE  THAN  A 
HAIRCOLOR. 

IT'S  THE 
REJUVENATOR. 

Learn  more  at 
www.justformen.com 


INSTRUMENTS  FOR  PROFESSIONALS 


THE  PRINCIPLES  OF 
AVIATION 

In  the  demanding  world  of  aero- 
nautics, every  single  component 
must  be  officially  approved  and 
certified.  We  apply  the  same 
principle  to  the  manufacturing  of 
our  wrist  instruments. 
All  our  movements  are  certified 
by  the  Swiss  Official  Chrono- 
meter Testing  Institute  (COSC), 
the  ultimate  reference  in  terms  of 
precision  and  reliability.  And 
every  detail  of  our  watches  is 
designed  for  intensive  use. 
One  simply  does  not  become  an 
aviation  supplier  by  chance. 
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The  Bicycle  Thieves 

Somehow,  the  twelons  know:  Stealing:  season's  here  again. 

By  Tony  Hendra 


ELL,  MY  BIKE  GOT  STOLEN  AGAIN.  THIS  WAS  BIKE  #15.  THAT  IS,  THE 

h  bike  I've  had  stolen  in  about  30  years.  Roughly  one  bike  every  two  years, 
ot  bad  really.  Not  for  New  York  City.  I  travel  an  average  of  five  miles  a  day, 
rt  days  a  week,  50  weeks  a  year.  Racks  up  to  about  2,500  miles  per  bike, 
lave  no  gas  costs,  no  license  and  registration  fees,  no  insurance  premiums, 
)  parking  tickets,  no  taxi  fares,  no  inspection  payoffs,  nothing  except  the 
pense  of  my  entirely  disposable  adipose  tissue.  I  have  no  problem  with 
e  theft  of  my  bike  on  a  fairly  regular  basis. 
:hink  of  it  as  a  kind  of  indirect  municipal  tax. 

The  stealing  season  begins  on  the  first  fine 
ty  after  Daylight  Saving  Time.  This  gives  the 
locipedal  felons  extra  daylight  after  school  (or 
ark)  to  pursue  their  vocation.  It  has  to  be  fine, 
:cause  they  need  to  ride  the  loot  away  from  the 
eft  site  and,  like  any  other  artisan,  they'd  rather 
)t  do  this  in  snow,  sleet,  hail,  rain  and  fog. 

Bike  thievery  is  an  entry-level  job.  It  tends  to 

ploy  those  twixt  mature  teenhood  and  being 
)ung  adults,  or  as  demographers  call  them, 
adults.  (Republican  demographers  define  this 
;e-group  a  bit  differently,  as  those  twixt  mature 
enhood  and  being  confirmed  felons,  or  twelons.) 

The  stealing  season  ends  in  the  fall  with 
e  return  of  Standard  Time,  when  a  bike  thief's 
oughts  turn  to  more  autumnal  prey,  like  grouse 

d  BMWs. 

This  is  not  to  say  that  from  Halloween  to 
andlemas  bikes  can  be  left  casually  outside  your 
ace  of  pleasure,  work  or  worship,  like  some  old  paint  in  Dodge  City.  Most 
clists  (and  all  New  Yorkers)  have  no  conscience  whatsoever  and  an  untcth- 
ed  velocipede  is  just  asking  for  it.  Even  I,  saintly  though  my  confessor  assures 
e  I  am,  have  been  sorely  tempted  by  the  casual  bike  leaning  against  the  lamp- 

st,  its  saddle  invitingly  sleek  and  empty.  The  beauty  of  bike  theft  is  that  it's 
ent — no  engine  to  jump,  no  door  to  slam,  no  tires  to  screech.  You're  on. 
ou're  gone.  I've  only  been  saved  from  myself  on  such  occasions  by  the  virtual 
rtainty  that  the  vehicle  belongs  to  a  messenger  in  an  advanced  narcotic 
ate  who  will  return  even  as  I  mount  and,  as  all  messengers  will  if  you  even 
ok  at  their  bike  wrong,  slit  me  from  gut  to  gizzard  with  his  trusty  box-cutter. 

Let  me  clarify  something:  I  am  not  myself  a  messenger.  (Though  from 
here  I  sit,  I  have  great  respect  for  both  their  riding  and  box-cutting  skills.) 


FORBES  FY1  S9 


Nor  am  I  one  of  those  soggy-butted, 
chicken-thighed  weekend  Tour  de 
Francers  bursting  out  of  multicolored 
spandex  like  sausage  meat,  who  pant 
around  our  public  spaces,  screaming, 
"Coming  through!"  at  mothers  with 
newborns.  No,  I'm  just  a  simple 
urban  biker.  I  love  biking  and  I  hate 
driving — especially  stationary  driving 
in  gridlock.  My  preferred  hog  is  a 
sturdy  mountain  bike  in  the  $300  to 
$400  range,  the  frame  entirely  swad- 
dled in  cast-off  inner  tubes  (to  con- 
ceal its  brand  name  and  relative 
newness),  with  which  I  transport 
myself  everywhere  on  the  island  of 
Manhattan,  winter,  summer,  spring 
and  fall,  earning  myself  a  reputation 
for  punctuality  and  manly  body  odor, 
unheard  of  in  the  languid,  perfumed 
world  of  New  York  freelance  writing. 

I  take  precautions.  Of  course  I  do. 
A  three-foot  chain  of  three-inch  links 
weighing  about  25  pounds  accom- 
panies me  at  all  times.  This  has  the 
advantage  of  being  both  a  serious 
deterrent  to  theft  and  a  useful  weapon 


when  slung  in  a  long,  lazy  arc  at 
.the  rear  window  of  a  Jag  that's  just 
cut  you  off  in  a  rubber-burning  left- 
hand  turn.  Lovely  how  those  mosaic- 
like cracks  spread  across  the  whole 
expanse  of  glass... 

That  aside,  nothing  really  works. 
Velociphiles  have  little  or  no  defense 
against  the  determined  twelon.  Var- 
ious ingenious  locks  are  marketed 
as  impregnable:  Far  more  ingenious 
methods  exist  to  open  them.  Say  you 
plump  for  the  much-touted  metal 
horseshoe  or  one  of  its  imitators.  All 
your  adversary  has  to  do  is  spray  the 
horseshoe  with  a  can  of  Freon.  This 
reduces  it  to  little  more  than  a  super- 
cooled lump  of  ice  which  can  be 
cracked  with  the  tap  of  a  hammer. 
Better  still  is  the  old  nail  gun  wheeze. 
You  simply  take  a  loaded  nail  gun, 
apply  the  muzzle  directly  to  the  guar- 
anteed impregnable  recessed  lock 
and  pull  the  trigger.  Adieu  guaran- 
teed impregnable  recessed  lock. 

Yes,  yes,  I  can  hear  you  splutter  in 
your  secure  suburban  haven,  but  a  nail 


gun  is  quite  a  conspicuous  piece 
weaponry.  What  you've  forgotten 
the  longstanding  fashion  amon 
twadults  and  twelons  of  weariij 
clothes  that  are  eleven  hundred  sia 
too  big  for  them.  Concealed  benea} 
such  duds,  a  nail  gun  or  nail  file  loq 
pretty  much  the  same. 

As  does  a  three-foot-long  pair 
industrial  chain-cutters.  Bikers  lil) 
me  who  prefer  chains  (not  just 
weaponry  and  security  but  also  asl 
fashion  accessory)  arc  ultimately 
vulnerable  as  anyone.  The  troubi 
with  chains  is  that  you  have  to  bu 
them  off  a  drum  in  a  store,  and  how 
ever  massive  your  links,  a  tool  exisl 
to  cut  the  desired  length.  This  tool 
turn  is  available  to  the  enemy. 

The  one  minor  deterrent  of  tl 
massive  chain  strategy  is  that  cutting 
is  a  two-man  operation.  But  so  whai 
About  eight  years  ago  I  watched 
pair  of  baggy-panted  kids  stroUiri 
down  the  street  toward  Bike  #11,  oui 
side  the  bistro  where  I  was  sipping 
well-earned  cocktail.  I  paid  them  r| 


"CAR 


A  DOUBLE  AYURVEDIC,  MY  DEAR?"  SHE  ASKED. 
"NOT  BEFORE  LUNCH."  I  REPLIED,  RATHER  BEMUSED. 


"A  massage  for  two,  darling."  My  wife  replied.  "It's  the  ancient 
practice  of  Pancha  Karma  that  eliminates  Doshas  and  Aama  through 
the  skin..."  "I  never  knew  I  had  any  to  get  rid  of."  I  replied.  Two 
hours  later  having  been  pampered,  detoxified,  cleansed,  rejuvenated 
and  revitalised.  I  finally  understood  what  she'd  meant. 
-  I  resident's  perspective. 


Naturally  with  private  Jacuzzi,  aroma  steam  bath  and  lounge, 
the  VIP  suites  at  the  Amrita  Spa  at  Raffles  Hotel  are  rather 
special.  But  when  you  consider  the  level  of  attention  we 
have  always  paid  to  each  and  every  guest  throughout  the 
hotel,  you  wouldn't  expect  anything  less. 

Raffles  Hotel.  1  Beach  Road.  Singapore  189673.Tel:.(65)  337-1886.  Fax:  (65)  339-76} 
Email:  raffles(5;raffles.com  vvww.raffleshotel.com 


"Krell  HEAT  is  a  Home  Run? 

Mike  Piazza 

Ask  Mike  Piazza 
— professional  power  hitter,  - 
music  lover,  avid  audiophile 

Iand  home  theater 
enthusiast.  He'll  tell  you 
Krell  HEAT— High  End 
Audio  Theater — offers  the 
best  seat  in  the  house. 


LAT-1  and  LAT-C  Lossless  Acoustic  Transducers 
Home  Theater  Standard  Surround  Preamp/Processor 
eater  Amplifier  Standard 


Krell  Industries,  Inc.  •  45  Connair  Road,  Orange,  CT  06477-3650 
9954  •  FAX  203-891-2028  •  E-MAIL  krell@krellonline.com  •  WEBSITE  vAvvv.krellonline.com 
Krf  H'S'  is  a  registered  trademark  and  HEAT"1  and  LAT'"  are  trademarks  of  Krell  Industries,  Inc. 
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Singk  Malt  &  Scotch  Whisty  iT^av^anza 


An  Evening  of  %ure  ani  Unique  Single  Mt  ad  Scotch  ^fiis(ies 

Ladies  and  Gentlemen  are  Cordially  Invited  to  Attend  a  Gala  Evening 
Featuring  the  Finest  Single  Malt  and  Scotch  Whiskies 
and  Premium  Imported  Cigars  from  the  Humidors  of 

ALTADIS,  USA 

'Delicious  Dinner  'Buffet  Sewed 


Featuring  * 

Aberlour 
10  Year  Old 
15  Year  Old 
A'bunadh 
Ardbeg 

10  Year  Old 
17  Year  Old 
Bowmore 
12  Year  Old 
15  Year  Old 
17  Year  Old 
Darkest 


Co-Hosted  By: 
THE  SCOTCH  MALT  WHISKY  SOCIETY 
&  FORBES  FYI  MAGAZINE 


CHICAGO  HILTON  &  TOWERS 
720  S  Michigan  Avenue 
Chicago,  IL 
Wednesday,  October  3, 20(11 


12  Year  Old 
Caol  I  la 

7  Year  Old 
Chivas  Regal 
12  Year  Old 
18  Year  Old 
The  Classic  Malts  of  Scotland 
Cragganmore  - 1 2  Year  Old 
Dalwhinnie  - 1 5  Year  Old 
Glenkinchie  - 10  Year  Old 
Lagavulin- 1 6  Year  Old 
Oban- 14  Year  Old 
Talisker-  lOYearOld 
Cutty  Sark 

12  Year  Old 
Dalmore 
12  Year  Old 
21  Year  Old 
30  Year  Old 
Cigar  Malt 
Dewars 

White  Label 
12  Year  Old 
The  Famous  Grouse 
The  Famous  Grouse  Gold  Reserve 


Scotch  Malt  Whisky 
Society  Members 

$70.00 


WINDOWS  ON  THE  WORLD 
One  World  Trade  Center 
New  York,  NY 
Wednesday,  October  10. 2001 


THE  RITZ  CARLTON 
15  Arlington  Street 
Boston,  MA 
Wednesday,  October  17, 2001 


J.W  MARRIOTT  HOTEL 
1331  Pennsylvania  Avenue 

Washington,  DC 
Tuesday,  October  23, 2001 

THE  PYRAMID  CLUB 

1735  Market  Street 

Philadelphia,  PA 
Thursday,  October  25. 2001 

THE  FAIRMONT  MIRAMAR  HOTEL 
101  Wilshire  Boulevard 
Santa  Monica,  CA 
Tuesday,  November  6. 2001 

THE  FAIRMONT  HOTEL 

950  Mason  Street 

San  Francisco,  CA 
Thursday.  November  8. 2001 

THE  B1LTMORE  HOTEL 
1200  Anastasia  Avenue 
Coral  Gables.  FL 
Thursday,  November  15, 2001 

7:00.9:00  PM 

Jacket  Preferred 


Featuring  * 

Glen  Garioch 
16  Year  Old 

Glenlossie 
12  Year  Old 


Glengoyne 
10  Year  Old 

17  Year  Old 

The  Glenlivet 
12  Year  Old 

1 8  Year  Old 
French  Oak  Finish 

Glenmorangie 
10  Year  Old 
15  Year  Old 

Glen  Rothes 
1989  Vintage 

Highland  Park 
12  Year  Old 
18  Year  Old 

Johnnie  Walker 
Black  Label 
Blue  Label 
Gold  Label 
Red  Label 

Knappogue  Castle 
1992 
1993 

Linkwood 

14  Year  Old 

Macallan 
12  Year  Old 

15  Year  Old 
Gran  Reserva 

Tamdhu 

Tormore 

•    16  Year  Old 


*Parhcipating  Whiskies  Vary  by  Market 
Reservations  are  limited.  Admission  by  advance  ticket  purchase  only  •  Telephone  Toll  Free  I -800-990- 1 991 
Special  rates  for  groups  of  8  or  more    "Cancellations  accepted  up  to  24  hours  prior  to  event 
Must  be  over  21  years  of  age     Visit  our  Website  at  www.smma.com 


heed.  When  I  next  looked  up  trj 
taller  kid  had  slid  a  vast  pair  of  clip 
pers  from  his  vast  pants'  leg  while  tr 
second  was  holding  my  chain  firmi 
on  the  ground,  so  the  cutter  coul 
get  enough  purchase.  By  the  time  I| 
struggled  past  protesting  fellow  coq 
tailists,  bike,  clippers,  pants  and  kio 
were  long  gone,  leaving  only  tvu 
useless  sections  of  massive  chain  con 
nected  by  an  impregnable  padlocl 

One  thing  that  doesn't  deter  anjl 
one  is  weirdness  or  cheapness.  Yea] 
ago,  right  after  Bike  #7,  I  vowed  t 
take  a  different  approach  with  BilJ 
#8.  I  constructed  the  most  hideou 
vehicle  I  could  devise  from  junke 
parts  of  a  dozen  old  bikes.  No  pal 
matched  any  other  part:  wheeli 
saddle,  brakes,  handlebars,  geari 
mudguards.  I  even  included  a  pair  c 
training  wheels  from  my  toddler 
first  steed;  they  looked  quite  perk] 
hanging  off  the  rear  forks,  a  focj 
from  the  ground.  I  finished  it  wit) 
many,  many  hues  of  Day-Glo  spra 
paint.  For  security  I  used  the  usui 
massive  chain  but  hung  fetishi) 
things  from  it:  a  rusty  can  openei 
broken  Christmas  tree  ornamenti 
a  small,  very  soiled  teddy  bear.) 
couldn't  imagine  even  the  most  dec 
icated  twelon  risking  an  encounte 
with  the  frothing  psychopath  who? 
crotch  graced  the  faded  plastic-leop 
ard-skin  saddle. 

Hideous  though  #8  was,  it  ra 
like  a  dream.  I  grew  very  fond  of  i 
ignoring  the  insults  I  got  from  even 
other  vehicle  I  encountered  on  th 
streets  of  Manhattan.  Then  one  da 
at  the  height  of  the  stealing  season 
right  alter  July  4,  there  it  was — gon< 
the  soiled  teddy  bear's  one  survivin 
eye  glaring  up  at  me  from  the  se\ 
ered  chain  on  the  pavement. 

For  once  I  refused  to  be  resignec 
I  decided  to  buck  the  immutabl 
law  of  bike  theft:  You  never  recove 
your  stolen  goods.  This  was,  afte 
all,  a  uniquely  conspicuous  vehicle, 
started  at  57th  Street  and  worked  m 
way  north  on  Broadway.  And  then 
at  85th  Street,  less  than  ten  block 
from  the  scene  of  the  crime,  chaine 


YOU    don't  necessarily 

have    to    GET     AWAY    from    IT  ALL 
to    GET     AWAY    from    IT  ALL. 

Some  call  it  an  oasis  in  the  midst  of  Waikiki.  We  call  it 
Halekulani.  Just  outside  our  doors  you'll  find  all  the  excitement 

our  city  has  to  offer.  But  once  you  retreat  into  Halekulani's 
elegant  luxury,  you'll  feel  as  if  you're  miles  from  civilization. 

For  information,  contact  your  travel  planner  or  phone 
800-367-2343.  www.halekulani.com 


©2001  Halekulani 


outside  a  take-out  Chinese  joint,  v) 
my  tatterdemalion  mongrel  o 
bike.  The  restaurateur  made 
bones  about  it — he'd  bought  it  t| 
night  it  was  stolen,  for  $20. 1  offerj 
him  two  options:  One,  I  could  stri 
out  to  the  24th  Precinct  patrol  <\ 
further  up  the  block  and  denour 
him  as  a  fence;  or  two,  he  cou 
accept  my  $25  with  no  further  que 
tions  asked.  He  settled  for  25%  pro 
on  his  investment. 

I've  rarely  been  happier  thi 
when  I  rode  away  on  good  old  i 
This  was  one  special  jalopy;  t 
keeper  of  all  time.  The  unstealat 
bike,  the  bike  that  beat  the  ode 
That  same  night  it  was  stolen  aga: 

The  big-picture  interpretatii 
here  is  that  bike  felony  goes  beyoi 
mere  theft:  It's  more  atavistic, 
urban  form  of  hunting  and  gathe 
ing.  In  the  midsummer  heat,  a  kii 
of  frenzy  seems  to  grip  bike  thiev< 
At  this  time  of  year  it's  a  commi 
sight  to  see  bike-frames  stripp 
clean  of  everything,  still  chaim 
pathetically  to  their  parking  sign 
like  skeletons  at  the  foot  of  a  gibb< 

Not  long  ago  in  Times  Square- 
the  first  and  only  time  this  ev 
happened — I  actually  caught  a  g 
red-handed.  He  was  a  little  old 
than  the  usual  demographic  ai 
somewhat  the  worse  for  wear.  I| 
was  concentrating  intently  on  twis 
ing  a  small  metal  reflector  with 
retail  value  of  $1.79  off  my  sadd 
post.  I  remonstrated  forcefully  wi 
him,  but  he  didn't  even  turn  roun 
It  was  a  challenge,  after  all,  twistii 
that  metal  till  it  broke.  To  get  r 
attention  I  punched  him  as  hard 
I  could  in  the  neck.  "Wait,  wait!"  I 
yelped,  twisting  away  furiously,  ba< 
and  forth.  I  was  about  to  punch  hi 
again  when  the  reflector  finally  can 
off,  now  entirely  worthless,  a  tanglt 
chunk  of  cheap  metal  round  a  r< 
plastic  disc.  He  gazed  at  me  bal< 
fully,  shaking  his  head  at  my  obtus< 
ness.  "What's  your  problem,  man 
he  snarled,  and  walked  away  wh 
his  prize. 

Hey,  it's  the  price  we  pay.  • 


oleg  stavrowsky 

512  *  267  *  6079 


- 


I  pon  the  beaut] 
of  what  we  love 
our  eves  do  not 
read  the  passing 
of  time.  Like  the 
artist  who  creates 
and  tin-  poel  who 
dreams. 


IU  CCELLATI  W  ATCHES 


East  ">7tli  Street.  Nfu  York.  M  10022  -  Tel  (212)  308-2900  -  9500  Wtfshire  Boulevard,  Beverh  HilU.  C  A  002 12  -  Tel.  (310)  2761 
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SIGNPOST^ 


n  the  Road 


Moghul  pleasures... High  seas  living;... Iron  Curtain  nostalg' 
lew  York  stripers... Bagpipes  by  candlelight... 


j  tjasthan:  Rugged,  parched  Rajasthan,  southwest  of  the  capital  city 
h  Delhi,  is  the  heart  of  India's  maharajah  country.  The  area's  residents 
c  mpensate  for  its  monochromatic  khaki  landscape  with  wildly  colored 
aris  and  homes,  and  vehicles  in  hues  that  would  make  Peter  Max  blush. 
jjjHuge,  abandoned  fortresses,  such  as  the  one  overlooking  Amber,  the  former 
tbital,  dot  the  hilltops.  An  elephant  ride  is  the  best  way  to  negotiate  its 
s  ep  approach.  The  painstakingly  restored  Amber  Fort  sends  your  eyes 
oreening  over  its  exacting  details:  The  door  to  the  Sukh  Niwas  (Hall 
[{Pleasure)  is  carved  from  sandalwood  with  intricate  ivory  inlays,  with 
dutes  through  which  cool  water  once  ran;  the  Jas  Mandir  is  dominated 
■  a  neck-bending  ceiling  inlaid  with  floral-patterned  glass. 
:  The  Pink  City — actually  closer  to  terra-cotta — the  Rajasthani 
fcital  of  Jaipur,  is  famous  for  its  shopping.  Saris,  blue  pottery,  block- 
Hinted  everything. . .it's  consumer  heaven,  India-style.  Don't  even 
link  about  driving  yourself,  unless  you  have  practice  dodging  cows, 
Mars,  dromedaries  and  goats  on  narrow  streets.  At  Saurashtra 
•  iental  Arts,  tapestries,  wall  hangings,  embroidered  pillowcases — a 
■vy  of  textiles — can  be  had  for  shockingly  little.  You're  in  good  com- 
Mny:  Anna  Sui,  among  other  designers,  sources  in  this  tiny  shop. 
Hsourced  a  gorgeous,  hand-sewn  mirrored-and-tasseled  magenta 
Jjoestry  for  $70.  But  I  passed  on  the  miniature  painting  of  Ganesh 
|j:oveted  at  Jaisalmer  Arts  &  Crafts,  even  though  that  elephant- 
uaded  god  is  the  patron  of  writers.  Sadly,  as  I  was  assured  by  my 
Waver,  he  was  also  overpriced. 

j  We  slowed  down  long  enough  at  one  point  to  gaze  at  Hawa  Mahal 
;  be  Palace  of  Winds),  a  tall,  elaborately  detailed  but  only  one-room- 
ijep  structure  built  so  ladies  of  the  harem  could  watch  the  street  action 
fl'thout  being  seen.  We  also  strolled  through  Jantar  Mantar,  an 
•hronomical  observatory  built  by  the  Moghul  emperor  Jai  Singh  II; 
i  s  still  in  use  today. 

But  back  to  the  stores...  India  is  a  center  of  lapidary — many  of  the 
nrld's  finest  gemstones  are  cut  here — and  Jaipur's  suggestively  named 
;m  Palace  boasts  a  jaw-dropping  hoard,  some  culled  from  mahara- 
is'  collections  (or  so  it's  claimed)  and  not  for  resale.  Ask  to  sec  the 
llder  pieces,"  which  boast  dazzling  inlav  work,  in  diamonds,  emeralds 
Id  rubies,  and  to  visit  the  room  where  the  gems  themselves  are  cut. 

Contributing  to  the  local  economy  does  test  one's  endurance.  At  the 
id  of  a  hard  day's  bargaining,  we  retreated  to  the  gardens,  fountains  and 
mols  of  Oberoi's  Rajvilas,  on  the  outskirts  of  Jaipur.  This  is  a  world 
/ay  from  the  clamorous,  pungent,  dusty  streets  of  the  town.  Gaze 


Fun  in  maharajah  country: 
Paint-your-own  elephants! 
Mix  your  own  curry! 


beyond  the  lushly  planted  bougainvil- 
leas,  jasmines  and  palms  on  the  grounds 
and  you'll  see  only  sky  and  dull-colored 
hills  in  the  distance.  In  the  foreground 
is  the  festively  painted  elephant  that 
greets  you  on  arrival. 

Accommodations  are  spread  out 
over  30  acres,  and  are  clustered  around 
small  courtyards  in  groups  of  four  or 
six — unless  you  opt  for  a  luxury,  air- 
conditioned  tent.  (A  big  advantage  of 
the  property's  size:  I  saw  a  number  of 
families  with  children  during  my  stay, 
but  hardly  heard  them.)  The  rooms 
contain  four-poster  beds,  teak  floors 
and  sunken  marble  tubs  with  outdoor 
views;  private  villas  have  their  own 
swimming  pools,  lined  with  those 
ubiquitous  blue-pottery  tiles,  hand- 
made in  lapis,  turquoise  and  ultra- 
marine. When  weather  permits — and 
weather  nearly  always  permits — guests 
take  their  dinner  outdoors.  Of  course, 
you  can  relax  under  a  handmade  quilt 
instead  while  plunging  into  an  order 
of  room-service  samosas.  Now  we're 
talking  Nirvana. 


From  the  West  Coast,  fly  Malaysia 
Airlines  to  Kuala  Lumpur,  then  on  to 
Delhi;  business  class,  about  $4,000.  Within 
India,  try  to  take  the  superb' Jet  Airways, 
(866)  835-9538,  or  charter  Oberoi's  luxury 
Hawker  125-700  B  executive  jet  or  its  tur- 
boprop King  Air  C90A  through  its  avia- 
tion division:  91-11-430-4010;  fax: 
91-11-430-4022.  Oberoi  Hotels,  (800)5- 
OBEROI.    — Lorraine  Korman 

High  Seas:  You  want  to  go  to  Carn- 
ival in  Rio,  but  if  you  can't  sleep  in  your 
own  bed,  you're  just  no  damn  good 
for  the  next  day.  You'd  love  to  see  the 
temples  of  Thailand,  but  what  exactly 
is  it  that  they  eat  there?  Something 
with  fermented  fish  sauce?  You  need 
your  toast  just  so  in  the  morning,  not 
too  light,  not  too  dark,  with  Tiptree's 
Little  Scarlet. 

In  January  2002,  all  these  small 
problems  can  go  away — and  so  can 
you.  Aboard  The  World  of  Residen- 
Sea,  you  can  sit  in  the  comfort  of  your 
favorite  chair  as  your  apartment  slides 
up  a  Chilean  fjord.  Climb  out  of  your 
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own  bed  and  drink  your  morn 
coffee  on  the  balcony  as  the  Tel< 
Yacht  Race  from  Sydney  to  Hot 
beats  by  to  windward. 

The  World  of  RcsidenSea  is  n 
cruise  ship,  per  se,  but  an  apartm 
building  of  the  seas  that  will  cont 
no  units  for  sale  ranging  in  s 
from  1,114 to  3,200  square  feet.  E 
will  have  a  living  and  dining  ar 
two  to  three  bedrooms  and  a  co[ 
pletely  equipped  kitchen  for  t 
early  morning  snack  as  your  liv 
room  powers  through  the  Ga 
of  Hercules.  If  you  feel  the  neec 
bask  in  private,  you  can  opt  for 
jet  pool  on  your  terrace.  There 
five  standard  floor  plans  and  se\i 
interior  designs  by  four  design 
to  choose  from  before  you  add 
portrait  of  Aunt  Millie  and 
Picasso  ceramics.  Don't  bot 
bringing  linens,  crystal  and  chii 
They  will  be  there,  chosen  to  mal 
the  decor. 

The  World 'is  a  644-  foot,  40,0c 
ton  ship  that  will  get  you  from 
theaters  of  London  to  the  emer; 
waters  of  the  Caribbean  in  all  pos 
ble  luxury  and  comfort  at  19  kno 
It  is  being  completed  in  the  y 
of  Fosen  Mek  Verksteder  AS 
Trondheim,  Norway,  where  the  t 
dition  of  fine,  fast  ships  goes  b 
more  than  2,000  years.  But  thi 
have  come  a  long  way  since  Eric 
Red.  There  will  be  four  restaurai 
aboard  and  a  delicatessen  offeri 
24-hour  delivery.  Between  mti 
you  can  enjoy  a  full-size  tennis  cou 
two  swimming  pools  and  a  weal 
of  other  facilities.  If  you  pull  sora 
thing  in  the  process,  there  is  2 
hours-a-day  on-call  medical  caj 

Expect  to  pay  $2  million  to  $6 
million  for  your  own  apartment,  a, 
no  mortgages,  please.  The  yearly  i 
will  run  approximately  five  perce 
of  the  purchase  price.  That,  of  cour 
includes  all  maintenance,  utilitii 
insurance,  cleaning  and  sportsi 
everything  but  food  and  drink. 

During  the  first  year,  the  ship  v> 
spend  250  days  in  port.  But  whi| 
ports?  Who  makes  the  itinera 


wn  memory  lane, 
rtin-style 


course  will  be 
charted  by  the  company  plan- 
rs.  After  that,  there  will  be  an 
;cted  committee  of  owners  who  will 
cide  where  you  go  and  how  iong 
u  stay.  So,  if  home  is  where  your 
art  is,  but  your  heart  wants  to  wan- 
r,  maybe  your  heart  should  be  on 
he  World  of  ResidenSea. 
The  World  of  ResidenSea;  (305) 
4-9090,  www.residensea.com. 

— David  Taylor 

jrlin:  Remember  Mutual  Assured 
estruction?  The  Airlift?  Josef  Stalin? 
lere's  no  place  quite  like  Berlin  to 
e  a  stroll  down  the  Cold  War's 
emory  Lane,  especially  if  you  visit 
len  the  weather  is  raw  and  gloomy, 
nostalgia  trip  into  the  bygone  days 
the  Iron  Curtain  seems  somehow 
ore  fitting  in  the  drizzle,  the  way 
adowy  black-and-white  works  for 
spy  flicks.  Fortunately,  Berlin 
liges  much  of  the  year. 
Since  being  breached  in  1989,  the 
torious  Wall  has  been  chiseled 
d  bulldozed  nearly  out  of  existence 
d  East  Berlin  is  no  longer  doing 
impersonation  of  a  mini  Moscow. 

,  dozens  of  weird,  intriguing  and 
ghtening  sights  bring  back  the  anx- 
us  decades  when  a  missile  defense 
ield  really  seemed  like  a  good  idea. 
Start  with  the  little  white  guard- 
>use  girded  by  sandbags  plop  in  the 
iddle  of  a  now-thriving  shopping 
strict  along  Friedrichstrasse.  A 
etal  sign  proclaims  you  are  leav- 
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;sian,  German  and 
i  reminder  of  Ber- 
uzophrenic  parti- 
nder  four  Allies), 
is  what  remains 
heckpoint  Charlie, 
e  of  only  three  bor- 
er crossings  where 
Westerners  could 
enter  East  Berlin. 

Just  down  the 
et  is  the  Museum 
point  Charlie.  Here 
is  the  historv  of  the  Wall  in  chilling 
detail  (if  you  are  a  die-hard  Bolshevik, 
you  may  prefer  the  Wall's  old  Red 
designation:  The  Anti-Fascist  Pro- 
tection Barrier).  Included  are  a  collec- 
tion of  jerry-rigged  contraptions,  such 
as  one-man  helicopters  and  cars  with 
secret  compartments  for  babies,  used 
during  hair's-breadth  escapes. 

Visit  the  headquarters  of  the 
loathed  Staatssicherheitsdienst,  or 
Stasi,  as  the  secret  police  were  known. 
After  the  Wall  crumbled,  a  crowd 
stormed  Stasi  Central — now  a 
museum  itself — and  seized  millions 
of  files  on  themselves.  Budget-motel- 
type  office  and  conference  room 
furnishings  ooze  cheesy  East  Bloc 
atmosphere,  and  there's  plenty  of 
memorabilia,  such  as  GDR  flags, 
badges,  old  spy  cameras  and,  of 
course,  the  infamous  files,  some  of 
which  were  translated  into  English. 

The  Story  of  Berlin,  a  multimedia 
museum  built  atop  a  massive  nuclear 
bomb  shelter,  has  rooms  depicting 
daily  Cold  War  life  in  East  Berlin. 
The  sprawling  Allied  Museum  draws 
on  a  treasure  trove  of  weapons,  doc- 
uments, photos  and  oddities  that 
trace  the  Western  powers'  presence  in 
Berlin  from  1945  through  the  Cold 
War,  including  the  frightening  Berlin 
Blockade  of  1948/49  and  Berlin  Airlift. 

Go  to  the  Glienicke  Bridge,  the 
so-called  "spy  bridge,"  where  U- 2  pilot 
Francis  Gary  Powers  was  swapped  in 
1962  for  KGB  spy  Rudolf  Ivanovich 
Abel,  the  first  of  several  such  spy  ex- 
changes there.  There  is  plenty  more  to 
do  and  see,  all  of  it  a  potent  reminder 
of  a  dangerous  time  not  long  past. 


^dliwtiten 
lingering  on  lips 
ifter  jnocketihg  in  a 
crystal  awe.  Escaping 
on  a  durwet  cruise.  Feeling) 
ocean  breezes  caress  championship 
J, unsays.  Come  rediscover 
yourself  in  paradise  at  one 

1 '/  SuperCluhs ' 
mnagnificent 
mrand  Luh  Resorts. 
Ail  three  resorts  are 
recipients  o  f  the  AAA  4-Dicunond. 
Award.  Here,  you  '11  find  the 
Super-Inclusise  world  of 
sumptuous  cuisine,  gracious 
se/vice  and  infinite 
possibilities,  with  no  hidden 
charges.  Even  tipping  is 
forbidden.  A'k  about  oufj 
i&complimcnta/y 
weooing  packages. 
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Gotham:  A  harbor  runs  through  it. 

Allied  Museum,  Outpost,  Clayallee 
/jj,  Zehlendorf,  open  10  a.  m.  to  6  p.m., 
closed  Wednesdays;  Museum  Haus  am 
Checkpoint  Charlie,  Friedrichstrasse 
44,  Kreuzberg,  open  9  a.m.  to  10 p.m. 
daily;  Story  of  Berlin,  Kurfurstendamm 
20J-208,  Charlottenburg,  open  10  a.m. 
to  8 p. m.  daily;  Ministerium fur  Staats- 
sicherheit  Forschungs-und  Gedenkstatte 
Normannenstrasse  (Stasi  Museum), 
Ruschestrasse  59,  Lichtenberg,  open  11 


a.  m.  to  6 p.  m.  Tuesday  to  Friday; 
2  p.m.  to  6  p.m.  Saturday  and 
Sunday.      — John  .Cooney 

New  York  City:  Captain  John 
McMurray  of  One  More  Cast 

Charters  cuts  the  engine  of  his 
21-foot  Seacraft  as  we  approach 
the  shore.  The  boat  coasts 
silently  toward  a  grass  bed,  and 
he  drops  the  anchor  just  before 
6  a.m.  About  300  yards  away, 
an  Air  China  Boeing  747  roars 
down  a  runway  at  JFK  airport. 
It's  deafening,  but  apparently 
the  big-city  fish  don't  mind. 

"There's  been  schools  of  stripers  in 
here,  busting  the  surface  at  dawn"  says 
McMurray.  "If  we  sneak  up  on  them 
we  can  get  a  cast  in  close."  I  snake  off 
30  feet  of  line  in  the  bow  pit  next  to 
my  feet  and  send  off  a  short  cast.  I'm 
fishing  a  surface  lure,  a  popper,  with 
a  9-weight  saltwater  fly  rod.  Out  of 
three  feet  of  clear  water,  a  striped  bass 
appears,  casually  swallows  the  popper 
off  the  surface  and  then  burns  off 


into  the  deeper  water  on  the  port  sill 
Minutes  later,  a  healthy,  bright-sil|B 

26-inch  striped  bass  is  beside  I 
boat.  "Told  ya,"  Captain  McMurj 
says,  removing  the  hook  and  gefl 
slipping  it  back  into  the  water. 

Every  spring  and  fall  when  t 
water  temperatures  in  Jamaica  B 
and  New  York  Harbor  hover  in  1 
50s  to  mid-60  degrees  Fahrenhe 
schools  of  striped  bass  hit  the  11 
city  to  feast  on  sand  eels,  spearit 
anchovies,  herring  and  menhade 
With  the  numbers  of  these  bait  fish 
and  predators  on  the  rise  in  the  watt 
around  New  York,  anglers  are  discc 
ering  that  they  don't  have  to  dri 
125  miles  to  the  Catskills  to  wet  a  lii 
In  fact,  they  don't  even  have  to  poi 
pone  their  last  meeting.  Just  15  mi 
utes  from  midtown,  fly  fishermi 
can  hook  up  with  big  bass  in  the  E; 
River  by  the  Williamsburg  Bridg 
under  the  glow  of  the  Domino  Su£ 
factory's  neon  lights,  or  in  the  shade 
of  the  Statue  of  Liberty  (an  excelle 
fishing  spot,  by  the  way). 


It's  a  resounding  success  story  for 
shery  that  was  both  severely  pol- 
d  and  over-fished  just  25  years  ago. 
day  there  is  a  ban  on  commercial 
ing  in  New  York  Harbor  and  strict 
pilations  for  anglers  (they  may  keep 
e  bass  of  28  inches  or  more  per  out- 
which  means  the  waters  are  teem- 
r  with  stripers.  But  it's  called fishing, 
t  catching,  so  timing  and  loca- 
n  are  everything.  Charter  captains 
10  know  the  water,  like  Captain 
jcMurray,  can  put  you  over  fish  nine 
jnths  out  of  the  year.  And  after  he's 
[ped  you  land  a  lew,  you  can  head 
:k  to  town  and  take  in  a  show. 
Captain  John  McMurray,  One  More 
t)  1st  Charters;  (718)945-2255. 

—  George  Scott 

mioch,  Scotland:  Skibo  Castle, 

eked  away  in  the  Scottish  High- 
ds  near  the  town  of  Dornoch,  takes 
dusivity  into  a  new  realm:  Guests 
allowed  to  visit  only  once,  after 
liich  they  must  become  members. 
When  Scottish-born  steel  tycoon 


Andrew  Carnegie  bought 
the  sprawling  estate  in  1898 
as  a  summer  retreat  he  envi- 
sioned it  as  a  hideaway  where 
his  illustrious  guests  (includ- 
ing King  Edward  VII  and 
Rudyard  Kipling)  could  be 
entertained  in  unparalleled 
opulence.  Today,  CEOs, 
celebrities  and  blue  bloods 
come  to  unwind,  play  golf 
and,  in  the  case  of  Madonna 
and  Guy  Ritchie  last  Dec- 
ember, to  be  married.  Discretion  is 
so  much  at  the  heart  of  the  Skibo 
experience  that  not  one  picture  was 
released  from  the  event. 

As  you  drive  up  the  dramatic 
beech-lined  avenue  leading  to  the 
12th-century  sandstone  castle  with  its 
turrets  and  stained-glass  windows, 
you  immediately  sense  the  magic  of 
the  place.  A  tartan-clad  butler  fur- 
nishes arriving  guests  a  dram  of 
whisky  in  the  drawing  room — that  is 
basically  the  check-in  procedure.  A 
staff  member  escorts  you  to  one  of 


Skibo:  A  (one-time)  Highland  fling 

the  21  rooms  in  the  castle,  each  with 
detailing  such  as  carved  oak  paneling, 
silk  draperies,  four-poster  beds  and 
claw-foot  bathtubs.  There  are  also 
12  cottages  scattered  about  the  7,500- 
acre  estate,  accessed  by  golf  cart. 

Afternoons  are  lazy  affairs  at 
Skibo.  Curl  up  with  a  leather-bound 
book  from  Carnegie's  7,000-volume 
library  or  engage  in  country  pursuits 
such  as  skeet  shooting,  falconry  or 
archery.  Golfers  can  tee  up  at  the 
resort's  Donald  Steele-designed 
18-hole  links  course  or  at  the  tamed 


Royal  Dornoch  course  nearby.  amounts  of  wine  served. 

Skibo  is  at  its  most  magical  in  True,  there's  always  the  risk  of 

the  evening,  when  well-groomed  drawing  a  dud  dinner  partner,  but 

guests  descend  the  central  staircase  here  you're  more  likely  to  spend  the 

to  the  soaring  Great  Hall  for  cock-  next  few  hours  chatting  with  some 

Discretion  is  so  much  at  the  heart  of  the 
Skibo  experience  that  not  one  picture 
was  released  from  the  wedding  of  Madonna 
and  Guy  Ritchie  last  December.  


tails  and  canapes.  Do  dress  up  for 
dinner:  Members  here  take  that  kind 
of  thing  seriously.  Eventually  a  kilt- 
wearing  bagpiper  summons  guests 
to  dinner  (think  Angus  beef,  smoked 
salmon,  haggis — trust  me,  it's  not 
that  bad)  around  an  enormous  ma- 
hogany table  lit  by  brass  candelabras. 
Seating  at  Skibo  is  communal,  so  it 
becomes  a  house  party  atmosphere 
and  if  there  is  any  initial  shyness, 
it's  soon  swept  away  by  the  copious 


impossibly  stylish  woman  who  works 
for  a  top  designer  in  London,  a  suave 
Swiss  businessman  with  homes 
around  the  world  or  the  thirtysome- 
thing  scion  of  a  hazy  fortune  who's 
never  worked  a  day  in  his  life.  (Note 
to  self:  Ask  parents  if  there  are  any 
rich  relatives  I  have  yet  to  meet.) 

Depending  on  the  night,  there 
might  be  traditional  Highland  danc- 
ing (with  local  bands  brought  in)  after 
dinner,  which  can  go  on  until  mid- 


night. Those  not  ready  to  call  it 
night  can  play  snooker  or  congregal 
in  the  Drawing  Room  for  discussior 
on  anything  from  the  Europea 
Community  to  Tiger  Woods  and,  in 
evitably,  Madonna.  ("Do  you  law 
which  room  she  stayed  in?"  "I  hear 
she  got  married  on  the  staircase. 
Then  it's  off  to  bed  (on  cold  nights 
heated  water  bottle — with  a  tarta 
cover,  naturally — is  placed  under  th 
covers)  until  the  bagpipes  are  playel 
at  some  ungodly  hour  the  next  morr| 
ing,  summoning  guests  once  again^ 
this  time  to  the  breakfast  room  fq 
bangers  and  tea.  Another  civilizei 
day  in  paradise. 

Skibo  Castle,  Dornoch,  Sutherland 
Scotland;  all  rooms  are  800  poun<\ 
($1,200)  for  nonmembers  (membershi 
rates  available  upon  request)  am 
include  a  full  Scottish  breakfast,  lund 
afternoon  tea,  dinner  and  all  spirit 
Call  0/1-44-1862-894-600  for  mm 
information.  — Jill  Fergu| 


Sestet  yiatri/i^j.  Sa/m///a.  J7Wc^/aaj.  Jffiit/^u. 


Living  at  Palmilla  you'll  find  the  pairings  are  panoramic  fairway  and  ocean  views.  And  all  situ- 
perfect.  Desert  mountains  and  blue  seas.  Limitless  ated  around  a  27-hole,  Jack  Nicklaus  Signature 
sunshine  and  shady  palms.  The  charm  of  the  golf  course  overlooking  the  Sea  of  Cortes, 
legendary  I'almilL:  and  all  the  comforts  of  home.  Call  (949)  833-3025,  ext.  313.  It's  a  pairing  of  a 
Luxury  villas,  custom  estates  and  homesites  with  lifetime. . .  Palmilla  and  you. 
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Sympathie 

Hand-assembled  movement.  Limited  production  of  2$  pieces.  The  Geneva  Seal. 

-  -■■ 

For  further  information  on  this  and  other  watches  in  our  collection,  please  contact: 

...  > 

ROGER  Dl BITS  NORTH  AMERICA  (570)  970  8888 

OLDER  I 

GET  THE 
FASTER  I 

A  Geezers'  Grand  Prix: 
1,000  miles  of  rough  road  in  a  '39  Chevy. 

ByRJ.O'Rourke 

Coming  down  the  Mendocino  coastal  range  on  a  one-and-a-half-lane 
semipaved  road  dropping  2,700  feet  from  Buck  Peak  to  Point  Arena,  the  brakes  gave  out.  They'd 
been  soft  for  a  couple  of  days,  but  now  the  pedal  went  to  the  floor  at  70  miles  an  hour.  On  one  side, 
ready  to  swallow  an  over-steer  spinout,  was  a  hungry  ravine.  On  the  other  side,  set  for  smacking 
an  under-steer  slide,  was  an  angry  wall  of  rock.  In  the  middle  was  oncoming  truck  traffic.  My 
co-driver,  unflappable  Detroit  investment  banker  Fred  Schroeder,  closed  the  little  plastic  lip 
on  his  Starbuck's  cup — never  a  good  sign.  And  I  was  driving  a  priceless  item  of  automotive 
history.  •  The  modified  1939  Chevrolet  coupe  had  belonged  to  Juan  Manuel  Fangio,  greatest  of 
all  Grand  Prix  drivers.  This  was  the  last  extant  example  of  the  Chevys  in  which  Fangio  got  his  start 
during  the  1940s.  They  were  built  by  his  genius  mechanic  brother,  Toto.  Juan  Manuel  ran  them  in 
the  Carreteras,  the  incomparably  punishing  South  American  long-distance  road  races.  One  course 
went  from  Buenos  Aires  across  the  Bolivian  Andes  to  Lima,  Peru,  and  back — 10,000  kilometers, 
mostly  on  dirt  and  gravel.  Surely  I  could  make  it  ten  miles  to  Point  Arena.  Best  not  to  think 
about  the  two  solid  axles,  the  leaf-spring  suspension,  the  yard-long  clutch  throw,  school  bus  steer- 
ing wheel,  no  power  anything  and  mechanicals  old  enough  to  get  IRA  disbursements  without 
tax  penalties.  •  But  the  spirit  of  Fangio  was  with  me,  he  who  won  five  world  driver's  champion- 
ships after  the  age  of  40.  Or,  more  likely,  the  spirit  of  Fangio  was  with  his  car.  The  Chevy  went  down 
the  mountain  with  adult  authority — no  toddler  body  roll,  no  childish  darting  into  the  middle  of  the 
road,  no  infant  squeal  of  tires.  It  just  went — down  switchbacks  as  tangled  as  life  itself,  down  grades 
as  precipitous  as  the  known  alternative.  Meanwhile  the  unskilled  driver  was  yanking  the  tiller  360° 
hand-over-hand,  pounding  the  chassis  to  find  brake  pressure  with  one  foot  and  pumping  up 
revs  with  the  other,  crashing  into  second  and  then  first  looking  for  a  little  anchorage  from  an  engine 
with  its  tachometer  punching  redline  and  blasts  and  backfires  exploding  from  its  exhaust  pipes. 
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i  But  the  Chevy  itself  was  blissfully  calm.  And  it  elevated 
1  e  into  a  state  of  sweaty  tranquility.  The  machine,  the 
Itivement  (though  I  wished  there  were  more  of  it)  and 

Eecame  one,  serene  and  focused.  I  was  keenly  aware,  yet 
lifferent  to  the  woes  of  the  material  world,  some  of  which 
re  coming  straight  at  me  overloaded  with  hay  bales. 
I  I  got  us  to  Point  Arena  in  perfect  unity  of  being 
Aid  nothingness;  also  in  one  piece.  The  Fangio  Chevy 
■nptied  my  mind  like  no  Zen  that  D.  T.  Suzuki  ever 
ftard  of.  Of  course  it  would  have  emptied  my  wallet, 
lo,  if  I'd  put  it  in  a  ditch. 

U  have  discovered  the  middle-aged,  comfortably  off, 
overfed  male's  path  to  spiritual  enlightenment.  And 
the  secret  is  driving  vintage  automobiles  real  fast.  The 
Lth — the  Tao,  if  you  will — is  the  California  Mille,  a  four- 
ly,  1,000-mile,  all-out  classic  car  run  across  the  valleys, 
rer  the  mountains  and  along  the  coastlines  on  the  most 
fectacular  back  roads  in  Northern  California.  No  dumpy 
Shrams  are  visited.  No  tedious  meditation  is  practiced, 
lo  trite  Prayers  of  Jabez  are  heard.  (Although  there's 
lenty  of  praying:  "Lord,  don't  let  me  go  over  the  cliff!") 


C-Type,  the  XKSS  progenitor  (aesthetes  take  note)  of 
the  E  that  sits  in  the  permanent  collection  of  New  York's 
Museum  of  Modern  Art.  AC  Ace  Bristols  appeared,  the 
most  graceful  sports  car  of  the  1950s,  with  bodywork  later 
to  be  borrowed  by  the  Shelby  Ford  Cobra.  Mercedes 
300SLS  worked  their  sturdy  Teutonic  charms,  especially 
that  Lorelei  of  price,  the  Gullwing  Coupe,  which  has  lured 
many  a  man  into  Chapter  11.  Porsche  356s  and  Speed- 
sters hunkered,  pretty  as  poison  gumdrops.  And  Porsche 
Spyders,  too.  If  looks  could  kill  (and  with  James  Dean  they 
did).... There  was  an  Aston  Martin  DBR2  showing  com- 
pound curves  beyond  the  dreams  of  Frank  Gehry,  and  a 
gill-slitted  Maserati  200SI  that  could  star  in  Jaws  Vif  any- 
one were  idiot  enough  to  put  it  in  the  water.  Plus  dozens 
of  other  ravishing  cars,  72  all  told,  an  orgy  of  vehicular  pul- 
chritude, including  la  dolce  vita  of  Alfa  Romeos  with  their 
labially  suggestive  grilles,  culminating  in  a  Zagato  1900 
double-bubble  silhouette  coupe.  Bless  you,  Anita  Ekberg. 

But  why  the  appeal  of  old  cars?  Aren't  there  beautiful 
new  cars  to  be  driven?  Perhaps.  But  modern  automobiles 
are  filled  with  electronic  weasel  works  and  the  mice  mazes 
of  computerhood.  We  old  guys  can't  understand  them. 


I  have  discovered  the_  middle-aged,  comfortably  off, 


The  California  Mille  was  established  11  years  ago  by  San 
ancisco  auto  enthusiast  Martin  Swig.  It  commemorates 
e  Mille  Miglia,  raced  from  1927  to  1957  through  the  mid- 
e  of  Italy  at  astonishing  speeds  in  equally  astonishing 
lian  traffic:  Brescia-Rome-Brescia.  To  qualify  for  the 
ifornia  version,  a  car  must  have  been  eligible  to  com- 
te  in  the  original.  Swig  and  his  friends  decided  to  found 
eir  Mille  "Before,"  Martin  says,  "some  jerks  got  the  idea 
st."  In  other  words,  Martin  wanted  an  event  in  which 
•president  Clinton  could  not  enter  his  dumb  Mustang. 
The  California  Mille  starting  line  is  Nob  Hill,  with  the 
ivers  flagged  away  from  the  forecourt  of  the  splendid 
irmont  Hotel.  Did  I  mention  that  I  also  discovered 
th,  Wisdom  and  Beauty  for  the  middle-aged  male  at 
e  California  Mille?  Especially  beauty.  We  fellows  in  our 
ost  expansive  years  of  life  ("Honey,  the  cleaner  shrank 
ese  khakis")  don't  get  much  credit  for  artistic  sensitivity, 
e  fall  asleep  during  the  ballet.  At  gallery  openings  we 
ad  for  the  bar  to  make  friends  with  Jose  and  see  if  he's 
t  anything  better  than  lukewarm  white  wine.  But  gaze 
)on  the  starters'  grid  at  the  Mille,  and  see  the  finely 
ned  aesthetics  of  curmudgeonly  guys. 
Looks  like  a  million  dollars — in  some  cases,  literally, 
ere  were  the  ten  Ferraris,  a  prancing-horse  Augean 
ble  of  them  (but  sparkling  clean) — lustrous  Barchetta, 
diant  Berlinetta,  resplendent  375MM  Spyder  driven  to 
ctory  at  the  Nurburgring  by  Alberto  Ascari.  Of  Jaguars, 
whole  cathouse  was  on  hand — SS100,  XK120S,  a 


And  when  it  comes  to  contemporary  beauties  that  we 
can't  understand,  we  have  our  wives.  Fabulous  wives,  I 
may  say,  many  of  them  along  as  co-drivers  and  one,  Esta 
Swig,  in  her  own  Alfa  Romeo  1900. 

Then  came  Truth.  Moment  of  same,  to  be  precise, 
when  I  had  to  drive  one  of  these  things.  My  worst  expe- 
rience with  the  Fangio  Chevy  was  getting  it  up  a  barely 
cable-car-climbable  California  Street  from  the  Fairmont's 
garage  to  the  starting  line.  The  friction  point  on  the  clutch 
pedal  is  so  far  out  from  the  floorboards  that  my  left  knee 
was  waving  in  the  air  like  a  Balinese  dancer's.  There's  no 
hand  brake.  The  engine  runs  grumpy  when  cold  and  gas 
has  to  be  kept  on,  but  to  heel-toe  between  the  brake 
pedal  and  the  accelerator  would  require  the  shoe  size  of 
a  Yeti.  I  stalled  in  traffic.  The  Chevy  has  a  floor-mounted 
starter  button.  I  now  needed  not  one  but  two  more  feet 
than  I  was  born  with.  And  when  I  did  get  restarted, 
frying  clutch  smoke  billowed  behind  me. 

The  green  flag  dropped.  I  was  off  into  the  whimsical 
downtown  motoring  of  San  Francisco's  eccentric  popula- 
tion. The  Chevy  is  right-hand  drive,  per  the  rules  of  the 
road  in  pre-war  Argentina.  It  came  equipped  with  two 
playing  card-sized  mirrors  clipped  on  the  windshield  pil- 
lars, but  I  had  broken  one  off  already  by  opening  the 
driver's-side  door  wide  enough  to  get  my  duck-shaped  self 
into  the  little  canvas  rally  seat.  (Oh,  gosh,  was  that  the  very 
mirror  that  Fangio  looked  into  and  saw. . .  Yow!  Tailligbts! 
I'm  in  the  wrong  lane!)  The  shift  lever,  on  my  extra-clumsy 
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left  side,  is  goal  post-length  with  first-down  distances 
between  gears.  A  change  into  second  put  my  fist  into 
the  passenger's  lap  for  an  untoward  intimacy  with  Fred 
Schroeder.  Going  to  third  I  bashed  the  instruments, 
which,  except  for  the  tach,  were  wonky  anyhow  because  of 
a  last-minute  conversion  from  a  6-volt  to  a  12-volt  battery. 
Fourth,  and  I  whacked  myself  in  the. . .  Blippity-blip  went 
the  turn  signal.  It's  not  self-canceling  and  thus  had  been 
indicating,  for  blocks,  that,  besides  being  in  the  wrong 
lane,  I  intended  to  plow  into  a  row  of  parked  cars. 

And  so  forth  in  a  swivet  across  the  Golden  Gate, 
through  Marin  County  and  into  the  Sonoma  Valley, 
where,  finally,  there  were  gridlock-free  curves  and  bends. 
I  began  to  feel  a  little  confidence  in  my  hulking  ride.  It 
over-towered  the  lithe  elegance  of  fellow  competitors, 
outsized  even  a  1928  4.5-liter  LeMans  Bentley  and  a 
massive  1955  Chrysler  C-300.  But  the  Chevy  had  qualities 
to  equal  its  heft.  It  tracked  like  a  train  through  the  esses, 
and  nothing  Amtraky  about  the  ride. 

We  went  over  to  the  Napa  Valley  and  up,  being  passed 
by  Ferraris  and  their  ilk  to  be  sure,  but  I  was  getting  faster. 
In  the  tight  turns  near  Clearlake  I  found  I  could  keep  pace 
with  Miles  Collier,  who  was  driving  a  Cunningham  C-i, 
the  prototype  of  Briggs  Cunningham's  brilliant  sports/ 
racers  of  the  1950s,  and  the  only  C-i  in  existence.  Then  I 
noticed  that  Mr.  Collier  and  his  wife  were  wearing  panama 
hats  that  stuck,  without  fluttering,  above  the  brim  of  their 
windshield.  They  were  not,  maybe,  really  pushing  the 
C-i.  "I  think  we're  going  about  35,"  said  Fred  Schroeder. 

I  made  my  first  pass — on  not  quite  a  blind  curve,  but  a 
very  near-sighted  one.  There  was  power  enough  and 
to  spare  from  the  Chevy's  Blue  Flame  Six,  but  the 
effortless  business  of  driving  that  we  daydream  our  way 
through  in  a  new  car  was  effort-intensive  in  1939.  Even 
the  gas  pedal  required  an  emphatic  shove.  It  made  me 
appreciate  the  esteem  in  which  a  good  wheelman  was  held 


by  1930s  gangsters — not  to  be  compared  to  the  Crip  0) 
Blood  finger-steering  a  Lexus  in  a  drive-by  shooting  todajj 

On  the  arcs  and  crescents  east  into  the  Sacrament 
Valley  I  hooked  in  behind  Max  Hobson  in  his  1931  ChrysL 
LeMans  roadster.  This,  on  its  vermicelli-narrow  tires 
even  more  of  a  handful  than  a  '39  Chevrolet.  I  couldn't  kee 
up.  But  it  wasn't  really  my  fault.  My  age  cohort  isn't  slowi 
ing  its  pace  going  down  the  road.  Or  going  to  the  bathroon 
either.  There's  a  distinctive  rhythm  to  midlife  male  high! 
speed  driving — 55  minutes  of  to-hell-with-the-brake-light) 
and  five  minutes  in  the  weeds  beside  the  highway.  At  th| 
drivers'  meeting  before  the  Mille,  Martin  Swig  suggeste< 
a  signal  for  us  to  give  to  other  participants  if  we  stoppe< 
because  we  needed  a  urologist  rather  than  a  mechanic. 

The  route  looped  west  into  the  mountains  on  roads  ai 
grueling  as  going  to  work  for  a  living.  Being  temporar 
chief  executive  of  the  Fangio  Chevy,  I  had  panicky  decii 
sions  to  make  at  each  crossroad,  disastrous  wrong  turn) 
lurking  on  every  side,  crookedness  coming  at  me  seemingll 
from  all  directions,  peaks  and  dips  of  NASDAQdimeni 
sions  to  survive,  deadlines  to  meet.  (What's  the  line  throug] 
that  curve?  Don't  get  dead.)  I  was  actually  living  in  thi 
metaphors  used  for  business  life.  And  I  was  feeling  the  fea| 
businessmen  my  age  actually  feel — about  the  absurd  trus 
that  the  world  puts  in  us.  We  trade  the  stocks  and  bonds  01 
Wall  Street,  run  the  Federal  Reserve,  control  the  IMF. 

And  my  situation  was  even  worse.  David  E.  Davis,  Jr: 
founder  of  Automobile  magazine  and  dean  of  America] 
automotive  journalism,  had  loaned  me  this  car.  He  wa 
friends  with  Juan  Fangio.  When  dying  in  1995,  Fangij 
asked  the  trustees  of  the  Centro  Technologico-Culturs 
y  Museo  del  Automovilismo  Juan  Manuel  Fangio  to  giv 
the  Chevy  to  Davis.  When  he  went  to  Argentina  to  accepj 
the  gift,  Toto  himself  drove  the  car  right  into  the  museuml 
lobby.  Davis  has  spent  a  phone  number  restoring  it.  An 
now  Davis,  who  was  somewhere  behind  me  in  a  magnii 
ficent  Mark  IX  Jaguar,  would  see  his  dreams  dashed  1 
pieces — no  figure  of  speech — at  the  bottom  of  a  canyon 

But  we  graying  fiftysomethings  get  up  and  go  into  th) 
office  anyway  and  manage  the  bazillion-dollar  portfolio 
whether  we're  frightened  or  not.  Or,  in  this  case,  we  clam 
ber  back  behind  the  wheel  after  a  quick  break.  (Thumbs 
up  for  a  call  of  nature!)  And  we  hardly  ever  let  on  tha 
risking  other  people's  money  is  nine  tenths  of  the  fun. 

Fred  took  over  when  we  returned  to  I -5  in  the  vallej 
And  we  had  a  problem.  We  could  only  go  75.  At  80  a  via 
lent  shudder  set  in.  Something  to  do  with  worn  rear  shock 
and  spring  harmonics  we  said  to  each  other  with  the  usua 
guy  capacity,  when  talking  guy  talk,  to  blow  more  smok 
than's  been  inhaled.  Anyway,  steering  wasn't  affected  an 
the  Chevy  stayed  straight.  But  we  were  dice  in  a  backgam 
mon  cup.  There  was  only  one  thing  to  do — drive  at  10c 
The  shudder  subsided.  Truckers,  low-riders  and  dad 
ferrying  Cub  Scout-packed  minivans  gave  us  the  full  blad 
der  signal  as  we  passed  everything  in  sight. 
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At  Red  Bluff  we  turned  east  into  the  Cascade  Range  on 
logging  roads  picketed  by  stands  of  enormous  pines. 
Navigation,  hitherto  handled  with  aplomb  by  Fred,  fell  to 
pieces  under  me.  "Turn  right  at  the  big  tree!"  I  shouted. 
"The  other  big  tree!  Not  that  big  tree!  This  big  tree!  Look 
out!  You're  headed  right  for. . .a  big  tree!" 

"Maybe  you'd  better  drive,"  said  Fred.  And  he  relin- 
quished the  controls  just  in  time  for  the  long  northwest 
run  up  the  Hat  Creek  Valley,  where  there  were  enough 
twists  in  the  road  to  keep  me  from  going  100,  and  pride 
wouldn't  let  me  dip  below  80.  We  arrived  at  the  Best 
Western  in  the  town  of  Mt.  Shasta. . . 

"Shaken,  not  stirred,"  Fred  told  the  bartender.  We 
had  driven  446  miles  on  the  first  day.  Most  of  the  aging 
machinery  had  survived,  and  all  of  the  aging  drivers.  A 
banquet  was  spread.  The  wisdom  of  hoary  gearheads  was 
exchanged.  And  don't  think  that  we  lack  it.  Juan  Fangio 
made  a  toast  in  1986  to  a  sport  "based  on  permanent  values 
of  manliness,  bravery,  mobility  and  honesty."  Who  but  a 
veteran  car  nut  would  think  to  include  the  cardinal  virtue 
mobility  in  his  list  of  ideals?  Although  most  of  the  wisdom 
I  heard  that  night  in  Mt.  Shasta  was  along  other  lines. 
"Always,"  said  the  sage  next  to  me,  "walk  a  mile  in  another 
man's  shoes.  You're  a  mile  away,  and  you've  got  his  shoes." 

Deeply  dined,  with  healths  thoroughly  pledged,  we 
took  our  cognacs  and  cigars  into  the  parking  lot  to  survey 
our  aristocracy  of  transport.  Is  a  little  snobbery  incompat- 
ible with  spiritual  enlightenment,  beauty,  truth  and 
wisdom?  I  was  walking  with  Camilo  Steuer,  who  had 
flown  from  Bogota  to  drive  his  Alfa  in  the  Mille.  "These 
are  cars,"  said  Camilo,  "of  the  soul,  not  of  gold  chains." 

No  offense  to  the  memory  of  Dale  Earnhardt,  but  motor- 
sports  could  use  some  bon  ton.  It  is  the  traditional  respon- 
sibility of  the  gentry  to  do  the  dangerous,  foolish  things 
in  life.  Wars  became  so  vulgar  when  just  any  old  person 
was  drafted  to  fight  them.  Not  that  the  California  Mille 
is  really  dangerous  or  that  I'm  a  member  of  the  upper  class. 
But  there's  such  a  thing  as  a  natural  gentleman.  Fangio 
was  a  humble  mechanic  from  the  potato-growing  town 
of  Balcarce.  If  danger  and  folly  are  the  provenience  of 
oligarchy,  then  my  incompetence  with  the  Fangio  Chevy 
made  me  at  least  a  duke. 

A  duke  with,  the  next  morning,  an  ignominious  speed- 
ing ticket,  a  mere  60  in  a  45  zone.  This  in  a  town  with  the 
humiliating  name  of  Weed,  where  I  was  written  up  by  a 
young  twerp  of  a  highway  patrolman  who  was  oblivious  to 
the  car's  regal  bearing,  uninterested  in  its  noble  pedigree 
and  not  impressed  by  the  lordly  note  of  the  Chevy's  engine. 
'You're  pretty  loud,  too,"  said  the  twerp. 

This  was  the  only  unexalted  moment  of  the  remain- 
ing three  days.  But  now  that  I've  found  truth, 
wisdom,  et  cetera,  I  realize  how  egocentric  and  un- 
evolved  it  is  to  dwell  on  my  own  bliss.  So  I'll  stop  right  here 
with  the  recitation  of  the  delights  I  experienced  in  the 


California  Mille.  I'll  say  nothing  about  the  ecstatic  thril] 
of  the  2,000-foot  climb  to  Gazelle  Summit  on  the  wiggle} 
steeps  and  skinnys  of  escarpment  roads  where  the  Wee 
speed  limit  seemed  like  space  launch  velocity — and 
launch  into  space  was  available  at  every  hairpin.  I  woni 
report  that  there's  Elysian  scenery  in  the  remote  Scoi 
Valley  running  north  through  Xanadu  gorges  to  the  won1 
drous  Klamath  River,  which  I  won't  even  mention,  despitl 
the  fact  that  it's  a  fly  fisherman's  paradise  though  some 
what  cluttered  with  white-water-rafting  bozos,  but  the 
might  be  amusing  to  catch  and  release,  too. 

I  kept  making  Fred  drive  and  Fred  kept  making  me  driv 
because  neither  of  us  could  keep  a  ton-and-a-half  of  Chev 
chasing  nimble  Porsches  and,  at  the  same  time,  drink  in  th 
glories  of  nature  (and  the  Selad  Valley  Volunteer  Fir 
Department's  darn  good  cup  of  coffee).  And  neither  of  u 
could  decide  whether  driving  or  gawking  was  the  most  fur 
But  I  won't  speak  of  that.  In  fact,  just  to  name  the  geolog 
ical  features  of  Rt.  299  to  Humboldt  Bay  would  be  to  flaur 
the  good  time  I  was  having  (and  on  expense  account,  a 
that) — Nixon  Ridge,  Lord  Ellis  Summit,  Tip  Top  Ridge 

I  want  the  reader  to  be  as  happy  as  I  am.  And  it  woul 
only  make  you  feel  bad  that  you  weren't  there  if  I  said  w 
stayed  at  the  luxurious  Eureka  Inn,  or  that  the  Ferndal 
loop  out  to  California's  Lost  Coast  is  so  sublime  that 
must  be  kept  a  state  secret  from  everyone  who  owns 
Winnebago,  or  that  at  the  Little  River  Inn  south  c 
Mendocino  proprietor  Mel  McKinney  has  the  best  cigai 
this  side  of  the  Hotel  Nacional  in  Havana.  Likewise  I' 
avoid  any  reference  to  Humboldt  Redwoods  State  Par 
and  its  stately  Avenue  of  the  Giants.  (Nice  but,  personallj 
I  think,  too  many  trees.)  I  won't  tell  you  that  we  travele 
an  additional  300-odd  euphoric  miles  beyond  Humbolc 
in  a  heaven-to-heaven  zigzag  between  mountains  and  se 
until  we  arrived  in  jubilation  at  the  groaning  boards  in  th 
pleasure  gardens  of  Napa  Valley's  Far  Niente  winery.  Am 
I'm  certainly  not  going  to  brag  about  how  I  got  better  2 
driving  the  Fangio  Chevy. 

I  got  much  better.  I  almost  got  good.  I  discovered  tha 
the  Chevy,  despite  an  undercarriage  as  clunky  as  a  trolley 
and  a  suspension  design  dating  to  the  days  when  a  tabl 
model  radio  was  bigger  than  a  NASA  mainframe  com 
puter,  was  perfect  in  its  handling.  The  back  end  didn 
push.  The  front  end  didn't  pull.  The  faster  I'd  go,  th 
better  I  went.  Bad  brakes?  So  what.  If  I  couldn't  stop  whe 
I  ran  out  of  road,  well,  who  wanted  to  stop? 

My  joy  increased  with  every  hour  until,  at  last,  I  attaine 
satori  on  the  Point  Arena  road.  Never  mind  that  the  ca 
is  stronger  than  I  am  and  has  more  guts.  So  much  so  tht 
I  would  have  been  hard  put  to  screw  things  up.  The  poir 
is  I'm  enlightened.  And  I  finally  understand  the  messag 
that  all  the  great  teachers,  saints  and  visionaries  have  bee 
trying  to  convey  to  man,  particularly  to  middle-aged  mar 
"Sell  the  Honda  Odyssey.  Buy  a  1955  Alfa  Romeo  Spide 
Veloce.  And  let  the  kids  take  a  bus."  • 
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ART  HE AVEIM  TE AC HES  YOU  TO  PAINT  WHAT  YO U  FEEL, 
 AND  FEEL  WHAT  YOU  PAINT  BY  SUSAN  WJ 


PHOTOGRAPHS  BY  NOEL  SUTHERLAND 


IN  SOUTHWESTERN  FRANCE,  EAST  OF 
Toulouse,  south  of  Lautrec,  lies  Art  Heaven. 
Mostly  a  painting  school,  but  also  part  spa  and 
part  creativity  retreat,  Art  Heaven — that's  really 
its  name — was  founded  in  1994  by  Northern 
California  artist  Carole  Watanabe.  Several  times 
each  summer,  students  fill  one  of  the  two  houses 
she's  renovated  in  the  small  town  of  Soreze  to  lux- 
uriate in  painting,  sun  and  food.  That's  why  I'm 
here — for  the  luxuriating.  My  husband,  Michael, 
a  jazz  musician,  is  looking  forward  to  ten  days  with 
his  saxophone.  •  We  roll  up  to  numbers  5  and 
10  Rue  Ferlus,  timber-framed  houses  that  have 
stared  across  the  street  at  each  other  for  350  years. 
Inside  Number  5,  Carole's  husband,  Don  "Wat" 
Watanabe,  and  Juliette  White,  a  staff  assistant, 
are  playing  baroque  suites  for  recorder  and  cello.  Wat  breaks  off  to  welcome  us.  "Take  your  sW 
upstairs  and  join  us  for  the  music,"  he  says.  But  first  we  have  to  gawk  at  the  magic 
interior:  Mosaics  of  broken  tile  and  crockery  sprout  from  thresholds  and  baseboards.  Carols 
joyful  paintings  festoon  the  walls.  A  cherub  takes  wing  from  a  niche  in  a  beam.  In  the  dinir 
room,  a  long  table  flows  past  the  fireplace  to  a  window  seat  that  looks  out  on  the  flowery  kitche 
patio.  •  In  the  kitchen,  Carole,  tall,  with  curly  hair  and  a  wide  smile,  hugs  us  ar 
then  clambers  upstairs  to  show  off  the  eight  flamboyant  bedrooms.  "Isn't  she  beautiful?"  asi 
Carole,  gesturing  toward  the  enormous  mermaid  gliding  over  a  bed  in  the  Chagall  Room.  Si 
is  indeed,  her  gigantic  breasts  crafted  from  Sheetrock  and  her  flowing  mane  decorated  wii 
locks  of  hair  from  friends  who  worked  on  the  house.  •  At  dinner  that  night,  Carole  reads  fro 
her  journal:  "Just  paint,  and  the  necessary  fuel  for  your  art  fire  will  grow.  Art  leaves  nobody  out-j 
you  are  part  of  the  world's  creative  juice  and  force — the  tool  of  the  world's  spirit."  (Grante: 
it's  a  little  New  Age-y.  But  I  soon  came  to  appreciate  how  much  artists  need  this  stun 


The  staff  personifies  this  life-as-creativity  philosophy. 
Besides  musical  Wat  and  Juliette,  there's  the  concierge, 
Sabine  L'Hoste,  who  paints  and  gardens;  Nese  Pelt,  the 
blue-eyed  Turkish  chef  who  creates  simple  gourmet  meals 
by  instinct;  and  guest  instructor  Ron  Arthaud,  a  quiet,  kind 
and  talented  realist  painter.  His  wife,  Gail  Rappa,  is  also 
here.  She  makes  jewelry — pendants  that  are  tiny,  hand- 
stamped  copper  books,  and  pins  with  pieces  that  move. 

And  we — the  dozen  who  have  tumbled  into  this  fertile 
world?  We  are  women,  except  for  Michael  and  Shafik,  a 
retired  engineer  from  Puerto  Rico.  We  are  young,  and 
middle-aged,  and  older.  Like  me,  some  are  painting  new- 
bies,  such  as  sisters  Lise  and  Gale,  a.k.a.  the  Blonde 
Bombshells,  and  Cyndy,  an  upbeat  Francophile  from 
Denver.  Some  are  lapsed  painters  such  as  feisty  Merle,  and 
some  are  active,  like  Suzanne,  an  art  teacher  who  redis- 
covered her  passion  for  painting  in  the  Smoky  Mountains. 
We  are  all  eager  to  dive  into  this  creative  pool. 

We  are  also  suddenly  terrified  by  an  image  of  blank  can- 


vas. "You'll  learn  to  see,  to  really  see.  You'll  walk  outside  ai 
see  things  differently  because  you  have  to  look  hard  to  lea 
to  paint,"  she  says  between  strokes  and  quick  explanatio 
of  values,  masses,  contrast,  shadow  and  complementa 
colors.  "When  you  hear  the  voices  of  fear — and  you  will- 
say  thank  you  to  those  voices  for  trying  to  protect  you — ai 
then  go  ahead  and  paint.  Who  you  are  comes  out  on  t) 
canvas.  You  can't  help  it;  it  just  happens." 

Now  it's  our  turn.  In  groups  of  three  or  four  we  colld 
around  canvases  taped  to  the  splattered  walls.  Twen 
minutes  later,  after  switching  team  mates  and  canvas 
many  times,  and  standing  back  to  let  Ron  and  Carole  cor 
ment,  we  are  done.  Et  voila — c'est  I'Art! 

The  ice  broken,  we  each  set  up  our  easels,  squeeze  paii 
onto  our  palettes  and  face  our  own  canvases.  I  take  a  de 
breath,  suspiciously  eye  the  fruit  basket,  potted  lily  and  jj 
grouped  on  the  table,  and  try  to  imitate  Carole's  confidej 
pose.  Oops,  I  put  the  pot  right  in  the  center,  just  like  th 
told  us  not  to.  Jeez,  what  do  you  do  with  the  backgroun 


"ART  HEAVEN  HEREBY  GRANTS  YOU  PERMISSION 

TO  CREATE  SOLELY  FOR  YOUR  OWN  ENJOYMENT 


vases  stretching  into  next  week.  "Don't  be,"  says  Carole,  and 
tells  about  a  teacher  in  art  school  who  scared  her  away  from 
painting  for  20  years,  and  how  a  near-fatal  bout  with  Lyme 
disease  restored  her  courage.  She  hands  us  permission  slips 
that  read,  "Art  Heaven  and  Carole  Watanabe  hereby  grant 
you  permission  to  create  solely  for  your  own  enjoyment." 

At  9  a.m.  we  gather  in  Carole's  studio,  the  upper  level  of 
an  ancient  garage  behind  a  bakery.  The  aroma  of  pains  au 
raisin  wafts  in  as  Carole  and  Ron  start  painting— on  the 
same  canvas.  "Painting  is  about  solving  problems,"  she  says, 
eyeing  the  still  life  in  the  middle  of  the  room.  "And  it's  al- 
ways easier  to  solve  other  people's  problems."  Ron  promptly 
paints  over  one  of  Carole's  problems. 

"Use  your  body,  all  the  way  from  your  feet,"  says  Carole, 
striking  a  fencing  pose  and  jabbing  her  brush  at  the  can- 


How  do  I  make  t 
brush — oh  no. .  .1  did 
mean  to  do  that.  R 
stops  by,  tilts  his  he 
and  says,  "That  pt 
spective  is,  um,  inn 
esting. . .  You're  looki 
into  the  basket  but 
the  side  of  the  jug. 
Try  to  overlap  the  q 
jects  like  they  really  ai 
See  how  the  back 
the  basket  kind  of  hk 
behind  the  fiowerpco 
I  struggle  to  co 
the  mottled  glaze  a 
roundness  of  the  chunkyjug,  worrying  the  colors  until  th 
are  muddy.  Carole  says,  "When  you  add  a  little  of  a  cold 
complement,  it  makes  the  color  darker,  a  little  'sad.' Just  li 
it  looks  in  the  receding  areas."  She  asks  permission  to  sh<j 
what  she  means.  I  nod.  She  daubs  on  just  the  right  go) 
and  greens,  and  the  jug  looks  properly  mottled  and  glaz« 
Then  she  adds  the  "sad"  shades  of  those  colors  whfl 
the  light  falls  off  the  jug's  surface,  and  instandy  it  is  rouii 
An  hour  later,  I  back  away  from  the  easel,  unsi 
whether  I'm  finished.  My  first  painting  is — how  shj 
I  say — primitive.  If  this  is  who  I  am,  I'm  in  big  troub 

No  N  E  E  D  to  relive  all  the  highs  and  lows  of  my  ten-c 
painting  experience.  Believe  me,  there  were  lows.  K 
Abstract  Period,  when  I  took  out  my  contact  lenses  to 
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he  bat   tighest  - rated  p  r  c  m  i  u  m   cruise  I  in  e 

Marvel  at  Venice's  fabled  canals.  Explore  the  history  of  imperial  St.  Petersburg  with  our  experts 
;le  tot   vide   v  a  r  i  e  t  y   of   it  i  n  e  r  a  r  i  e  s 

on  board.  Admire  the  minaret  towers  of  Istanbul's  Blue  Mosque.  Return  "home"  to  a  massage 

raises   fr  o  m    10   to    17   day  s 

on  your  ship,  a  sumptuous  dinner,  a  glittering  show.  This  is  Europe,  as     Holland  (^  America 

p  a  c  i  o  u  s   comfort,   gracious  service 

only  Holland  America  can  arrange  it.  Ask  for  it,  by  sending  in  the  reply  card  for  a  free  brochure, 
n o s t   extensive   menus   at  sea 

or  calling  1  -877-SAIL  HAL  ext.  948  •  www.hollandamerica.com 


better."  My  Bruise  Period,  when  I  painted  everything  in 
purples,  yellows  and  greens.  The  Lost' Days,  when  half 
of  us  were  knocked  out  by  a  violent  intestinal  bug. 

But  ah,  the  highs.  We  painted  en plein  air  at  Sabine's 
garden- embraced  cottage.  At  a  local  farmhouse,  we  scat- 
tered our  easels  across  the  grounds  and  ate  outdoors  from 
a  technicolor  table  of  lemons,  artichokes,  eggplants,  apri- 
cots, cherries,  bananas,  sunflowers,  lilies  and  bread.  I 
slipped  away  to  Montolieu,  "the  village  of  books,"  where 
I  learned  to  marble  paper.  Wat  and  Juliette  played  Vivaldi, 
and  Michael  improvised  on  "My  Funny  Valentine"  as  we 
painted  under  the  arcade  on  the  town  square  while  it 
rained.  At  candlelit  dinners,  we  read  poetry  by  Hafiz  and 
Neruda.  We  savored  Wat's  wine-rich  magret  de  canard 
roasted  in  the  fireplace. 

And  under  Ron's  and  Carole's  affirming  but  honest  in- 
struction, we  became  artists.  Flame-haired  Suzanne  set 
loose  an  earthy  freedom  on  her  wild  canvases.  Marcie 
made  a  big  blue  nude.  Merle  had  an  abstract  breakthrough 


time  I've  felt  well  enough  to  paint  since  my  intestiru 
catharsis.  The  wind  is  whipping  but  the  sky  is  clea 
Finishing  breakfast  at  the  long  table,  I  spy  a  scene  on  tl 
kitchen  patio:  Big  red  tomatoes  mound  in  a  straw  bask 
on  a  yellow  tablecloth,  embraced  by  happy  blue  chairs.  I 
sunny  and  warm  on  the  patio.  I  set  up  there,  the  knurh 
knobs  of  the  wooden  easel  and  the  slick  smell  of  the  acryli 
like  old  friends. 

Suddenly,  as  I  focus  on  the  pristine  canvas,  I  feel  fe 
rise.  Thank  you,  Fear,  I  whisper,  for  showing  me  I'm  on  tl 
edge  of  what  I  know  and  where  I  feel  comfortable.  I  quick 
outline  the  shapes,  not  thinking  too  much.  My  arm  trac 
the  loopy  grace  of  the  wire  chairs,  making  sure  the  back  < 
one  chair  overlaps  the  table,  just  like  it  really  looks.  I  sploto 
in  the  bunches  of  cherries  that  pattern  the  tablecloth,  m 
worrying  the  detail.  I  fill  in  the  cloth's  checkerboard  pai  K"* 
tern,  defining  the  cherries  and  leaves  by  swiping  the  bad 
ground  color  over  their  edges,  the  way  Ron  has  shovi 
us.  I  mix  just  the  right  shades  of  gold  and  yellow,  malar 


'  PAINTING  IS— HOW  SHALL  I  SAY— 
PRIMITIVE^ IF  THIS  IS  WHO  LAJVLTM  IN  BIG  TROUBLE 


that  fueled  a  freer  style  in  her  realistic  work.  Annette  found 
O'Keefe-like  shapes  and  colors.  Cyndy  painted  a  bold 
brown  doorway.  Shafik  painted  like  Van  Gogh. 

For  our  final  dinner  in  Art  Heaven,  Nese  folded  Medi- 
terranean-blue napkins  into  lotus  flowers  and  sprinkled 
the  table  with  rose  petals  and  chocolates.  We  feasted  on 
fish  and  vegetable  tarts,  artichokes,  roasted  lamb  and 
lemon  cheesecake.  Then  we  gathered  for  the  emotional, 
candlelit  closing  ceremony.  Shafik,  a  widower  in  the  midst 
of  a  dozen  younger  women,  said,  "You  are  the  nicest  bunch 
of  people  I've  ever  been  with.  I  think  we  should  just  all  go 
on  living  here  together." 

There  is  one  other  high  worth  mentioning. 

It  is  a  day  or  so  before  the  end  of  the  workshop,  the  first 


them  "sad"  to  match  tj 
shaded  areas  where  tl 
tablecloth  hangs  dow 
With  a  few  strokes, 
suggest  the  weave 
the  basket.  I  simpli 
the  bright  backgroun 
slathering  on  enou£ 
color  to  make  it  reced 
and  separate  from  tl 
also-bright  table.  Fe' 
revisits:  How  will 
make  the  tomatoes  lo<j 
tomato-like?  But  I  jj 
ahead.  I  can  see  theyai 
deeper  red  where  th» 
curve  away  and  brighter  red  where  they  bulge  toward  m 
between  the  tomatoes  are  puddles  of  purple.  Ron  comes  I 
and  helps  define  the  tablecloth  folds.  I  mix  a  little  blue  in 
some  white  for  the  highlights  on  the  tomatoes  and  glob 
on,  seeing  how  the  light  bounces  off  the  cloth  onto  the 
undersides  as  well  as  shining  on  their  tops.  With  Gs 
Rappa's  encouragement,  I  push  a  strong  purple  shado 
across  the  cloth  under  the  basket. 

I  step  back,  knowing  the  painting  is  finished,  knowir 
it's  not  bad.  Ron  reappears.  He  looks  at  my  picture,  h 
smiles.  "Sign  it!"  • 

The  next  workshops  at  Art  Heaven  are  scheduled for  June  at, 
September  2002.  For  more  information,  call  (8jy)  4JO-296 
or  (joj)  82J-966J,  fax  (joy)  82J-8202,  www. artfully. coi\ 
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By  Geoffrey  Norman 


l/VHAT  I  SAW  AT  THE 

HOT 

HOW 


U  KNOW  THE  OLD  LINE  about  the  man  who  brought  a  knife  to  a 

fight?  Well,  thanks  to  modern  technology  and  robust  entrepreneurship,  you 
d  never  worry  about  committing  this  awful  faux  pas.  Should  you  arrive  at  an 
jasion  armed  for  what  the  invitation  has  led  you  to  believe  is  a  knife  fight,  and  it 

s  out,  in  fact,  to  be  agwwfight. .  .well,  no  problem,  my  man,  you  will  still  be  cool 
chool  as  long  as  the  blade  in  your  hand  is  the  G.R.A.D.  Hybrid,  which  converts, 
the  simple  push  of  a  button,  into  a  five-shot  .22  long  pistol.  •  They  weren't 

ng  the  G.R.A.D.  Hybrid  exactly  this  way  at  the  23rd  annual  SHOT  (Shooting, 
nting,  Outdoor  Trade)  Show  in  New  Orleans,  sometime  between  Sugar  Bowl 
I  Mardi  Gras,  precise  dates  being  not  that  important  in  New  Orleans.  But  the 


A  letter  from 
the  shooting 
and  hunting 
outdoor  trade 
show,  where 
it's  all  about 
guns  and  camo. 

Illustration 
by  Mark  Todd 


Hybrid  was  among  the  more  unusual  products  on  display 
at  the  Convention  Center,  and  by  Sunday,  after  four  days 
of  New  Orleans  and  the  show,  people  were  a  little  giddy. 
So  there  was  a  lot  of  discussion  around  the  G.R.A.D. 
(Global  Research  and  Development)  booth  about  how, 
exactly,  you  would  market  the  product. 

"What  you  need,"  a  red-eyed  man  smelling  strongly  of 
garlic  said,  "is  a  movie.  James  Bond  if  you  can  get  it.  But 
just  about  any  movie  will  do." 

"We  already  have  a  movie,"  Andres  Sepulveda  said.  He 
is  director  of  marketing  for  G.R.A.D.  and  he  knew  he  had 
a  live  one  with  the  Hybrid. 

"Well,  then,  you've  got  it  made  in  the  shade.  What's 
the  movie?" 

"I  can't  tell  you  yet.  We're  still  in  negotiations." 

•ammaamm  t  was  my  first  SHOT  show.  I'd  been  hearing 
about  it  for  years,  from  friends  who  write 
about  the  outdoors  or  work  for  companies 
that  supply  outdoorsmen.  It  always  sounded 
like  a  good  time,  especially  when  it  was  held, 
as  it  often  is,  in  New  Orleans  or  Las  Vegas. 
Imagine,  one  friend  told  me,  "the  hunting 
and  camping  section  at  the  biggest  Wal- 
Mart  you've  ever  been  inside.  Now,  multiply 
that  by  a  thousand.  That'll  give  you  an  idea. 
■■■■Hi  You've  never  seen  so  many  guns,  knives, 
bows,  boots,  scopes,  calls... so  much  stuff m  your  life." 

Traditionally,  the  American  outdoorsman  was  a  stoic 
and  a  minimalist.  He  owned  one  reliable  rifle,  which  he 
cleaned  faithfully.  He  wore  the  same  leather  boots,  year 
after  year,  and  he  treated  them  with  bear  grease.  He  had 
a  red-and-black  wool  hunting  jacket  and  a  pair  of  green 
boiled  wool  pants.  A  pair  of  Filson  double  tins  that  had 
been  patched  in  a  couple  of  places.  A  Case  pocketknife 
(double  X,  of  course),  which  he  sharpened  on  a 
Carborundum.  His  most  important  tools  were  his  skills 
and  his  experience,  and  those  could  not  be  bought. 

This  has  all  changed,  to  say  the  very  least.  The  typical 
contemporary  American  outdoorsman  does  not  have  a 
lifetime  of  experience  in  the  woods.  Has  not  been  brought 
along  by  fathers,  uncles  and  other  experienced  outdoors- 
men  since  he  was  a  boy.  He  is  lucky  to  get  away  on  week- 
ends and  for  a  few  days  of  vacation,  and  is  often  guided 
and  hunting  on  stocked  land.  This  isn't  a  knock;  it  is 
merely  the  way  we  live.  The  modern  hunter  does  not  give 
anything  away  to  his  ancestors  in  terms  of  avidity.  He 
loves  it  as  much  as  they  ever  did.  And  since  he  has  more 
money  than  time,  he  buys  gear. 

The  companies — small,  large  and  very  large — that 
make  this  gear  come  to  the  SHOT  show  to  display  and 
sell  their  stuff;  almost  1,500  of  them,  hoping  to  snag  some 
of  the  13,000  buyers.  According  to  a  man  I  met  at  the 


show — he  owns  a  sporting-goods  store  in  Missouri  £ 
has  been  coming  for  years — there  is  something  a  little  c 
ferent  in  the  air  every  year. 

"What  do  you  mean?"  I  asked. 

"Well,  I  guess  you  could  call  it  a  theme.  I  remember  < 
year,  a  while  back,  the  theme  was  survival.  You'd  h  :.' 
thought  the  Russians  were  coming  the  day  after  torn 
row,  right  after  breakfast.  Emergency  rations,  emerge: 
radios,  emergency  generators.  That  show  was  in  ] 
Vegas,  if  I  remember,  which  made  it  all  seem  kind 
weird. 

"There  were  a  couple  of  shows  where  it  seemed  like 
erything  was  about  police  and  paramilitary.  Lots  of  bl 
ninja  stuff.  Kevlar  vests.  You  see  some  of  that  here — a 
the  survival  stuff — but  nothing  like  it  was  for  a  coupk 
years  there." 

What  about  this  year,  I  asked  him.  What  was 
theme? 

"Camouflage,"  he  said.  "No  question  about  it." 

And  there  did  seem  to  be  an  awful  lot  of  camoufl; 
around.  I'd  noticed  a  couple  of  attractive  young  wome 
models,  I  guessed,  hired  to  work  a  booth — wearing  th  : 
little  camouflage  dresses  that  didn't  conceal  very  mucf  :. 
anything.  When  I  mentioned  this  to  another  writer  I 
into,  he  wasn't  surprised.  Sharon  Stone,  he  said,  was 
Vogue  or  one  of  those  magazines  that  month,  wear: 
camouflage.  It  was,  for  this  very  moment,  a  fashion  ite 

At  the  SHOT  show,  it  was  something  a  little  mort  k 
and  less — than  that.  Over  the  last  couple  of  decades,  cJ 
doorsmen  have  improved  on  the  old  military  camoufl: 
patterns  in  an  effort  to  make  themselves  less  visible  in 
woods.  A  couple  of  them  had  gotten  rich  off  the  patte 
they  designed  and  licensed.  So  there  were  several  new  p 
terns  on  display  at  booths  around  the  hall.  One  t 
caught  my  eye  was  inspired  by  the  coloring  of  rattlesnal* 
another  by  the  foliage  you  find  in  an  Aspen  wood. 

Among  outdoorsmen,  the  enthusiasm  for  camoufl: 
extends  into  all  facets  of  life.  In  New  Orleans,  you  co 
find  dozens  of  accessories  in  camouflage,  including 
thermos  you  use  to  keep  your  coffee  hot.  (Or  your 
cold.  How  does  it  know?)  Camo-Baum,  a  first-time 
hibitor  from  Mobile,  Alabama,  was  showing  camoufl; 
comforter  covers,  drapes,  shower  curtains,  napkins,  anc 
forth.  Sharon  Stone  was  not  in  its  marketing  plans. 

Another  vendor  was  displaying  comfortable,  ov 
stuffed  chairs  and  sofas,  upholstered  in  a  tasteful  Realt 
pattern.  And  a  man  in  a  yarmulke  took  orders  at  c 
booth  for  all  sorts  of  patterns,  everything  from  desert 
arctic  to  blaze  orange.  There  was,  however,  nothing 
urban  use.  No  dirty  pavement  pattern. 

There  was,  of  course,  more  to  the  show  than  came 
flage.  For  one  thing,  there  were  a  lot  of  guns.  Everyth: 
from  standard  hunting  rifles  and  shotguns  to  eleg; 
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mj  iplicas  of  the  old  buffalo  guns  and  long  rifles  that  are  in- 
>  easinglv  popular  with  hunters  these  days.  At  the  other 
ctreme,  there  were  a  lot  of  wicked-looking  black  rifles 
id  pistols.  Some  of  these  fell  into  the  "assault  rifle"  cat- 
t'  $ory.  "Scary-looking  guns,"  is  what  a  friend  of  mine  calls 
lem.  When  you  talk  about  "music,"  you  are  dealing  with 
toton  spectrum  broad  enough  to  include  Mahler  and  Eminem, 
id  in  the  world  of  guns,  you  can  go  from  a  replica  black- 
ivas  in  bwder  flintlock  with  a  walnut  stock  and  engraved  patch 
era  kinfox  to  a  flat-black  ArmaLite  with  a  hard  synthetic  stock. 

I  t  the  Shot  Show,  there  was  something  for  everyone, 
nediej-here  were  even  a  few  booths  displaying  the  civilian  .50 
utjotbliliber  rifles  that  will  shoot  accurately  out  to  ranges  of  over 
lete-j  mile  and  penetrate  a  quarter-inch  sheet  of  steel, 
'/onderfully  handy.  The  Grizzly  50  Big  Boar,  which 
eighs  in  at  30.4  lbs.,  was  going  wholesale  for  slightly  over 
>  bucks  a  pound.  A  little  heavy  for  my  deer  woods  and 
y  wallet.  But  the  .50  cals  were  not  the  most  exotic 
eapons  on  display.  At  least  one  booth  was  exhibiting 
anting  spears.  Which  may,  in  fact,  be  the  answer  to  the 
/estchester  County  deer  problem.  When  one  of  those 
Mgtihitetails  starts  chowing  down  on  the  ornamental  plant- 
:rymud  gs,  step  out  on  the  patio  and  chuck  a  spear  at  him. 
writer  I    Beyond  guns  and  camouflage  there  was... well,  a  lot. 
iid,wa-  ou  would  be  walking  down  an  aisle  and  suddenly  hear 
:h,weai  te  yelping  of  a  hen  turkey.  That  would  be  from  the 
shionit  winter's  Specialties  or  Quaker  Boy  displays  where  they 
ale  mot  lere  showing  the  very  latest  in  turkey  calls.  The  days 
:cades,(  hen  a  man  got  by  on  a  wing-bone  call  that  he'd  made 
.imselt  are  ancient  history. 
;  1  There  were  booths  that  were  pushing  various  scents — 
kpattfter  in  rut,  doe  urine  and  so  forth — and  displays  of  de- 
;>ys,  deceit  being  one  of  the  oldest  and  most  reliable 
nting  tactics.  Blinds  and  tree  stands  were  also  big,  and 
tie  outfit  was  displaying  a  hydraulically  lifted  stand 
r  disabled  hunters.  Nikon,  Canon,  Bushnell  and  other 
ants  from  the  world  of  optics  were  there,  displaying 
ijj  noculars  and  scopes.  Hunters,  I  suppose,  are  no  longer 
•utomatically  blessed  with  a  pair  of  eagle  eyes.  There  were 

•  ijiives,  boots,  gun  safes,  laser  scopes...  so  much  stuff  that 
nrpti '  two  days  of  wandering  the  Convention  Center,  I  am 
nouftll  not  sure  that  I  saw  it  all.  If  they  hadn't  closed  down 

i:  'lie  show  at  5:30  in  the  afternoon,  I  may  never  have  gotten 
,.  .  \b  Pascal's  Manale  for  my  customary  meal  of  raw  oysters 

-Allowed  by  barbecue  shrimp  followed  by  a  long  rehab 
{  ialk  back  down  St.  Charles  to  the  Quarter. 
r5atl  For  the  first  hour  of  the  first  day,  I  lusted  after  every- 

•  ling  I  saw.  Could  not  imagine  ever  hunting  birds  again 
ithout  a  pair  of  those  fantastic  snake-proof  leggings  (in 
imo,  naturally).  In  30  years  of  hunting  birds,  I  have 
epped  on  precisely  one  rattlesnake.  But  that's  enough. 

I  could  not,  however,  explain  why  I  felt  I  needed  an- 
her  pair  of  briarproofs  or  that  sweet  little  Spanish  side- 


by-side.  Last  hunting  season,  I'd  managed  about  five  days 
in  the  field  and  my  dog  was  not  speaking  to  me.  If  every 
shotgun  or  replica  rifle  that  I  lovingly  handled  in  New 
Orleans  had  been  given  to  me  on  the  spot,  there  is  no  way 
that,  if  I  lived  and  hunted  to  100, 1  could  have  used  them 
all.  Still... even  a  hardened  outdoorsman  can  fantasize. 

I  did  make  up  my  mind  that  I  did  not  need  the 
G.R.A.D.  Hybrid,  and  I  suppose  that  counts  for  some- 
thing. I  know  the  difference  between  a  knife  fight  and  a 
gunfight  and  anyway,  I  turn  down  all  those  invitations.  • 
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DETAILS 


A.  TESTONI:  A.  Testoni,  (877)  TESTONI 

BEN-AMUN:  select  Bloomingdale's  and  Jacobson's  stores 

BERETTA:  Beretta  Gallery,  New  York  and  Dallas 

BETH  FRANK:  Belt,  from  a  selection  of  one-of-a-kind  belts 

made  from  vintage  materials,  at  Beth  Frank,  Los  Angeles, 

(323)  512-7062;  Barneys,  New  York,  Chicago  and  Beverly 

Hills;  and  Elisa  B.,  Pasadena,  CA 

BRIAN  ATWOOD:  Brian  Atwood,  (888)  384-9596  (for 

information  only);  Fred  Segal  Feet,  Los  Angeles;  and  Kirna 

Zabete,  New  York 

BRUNO  MAGLI:  Bruno  Magli,  New  York,  Short  Hills,  Costa 
Mesa  and  Bal  Harbor;  and  select  Saks  Fifth  Avenue  and 
Nordstrom  stores 

BUFFALO  CHIPS:  Buffalo  Chips,  New  York,  (212)  625-8400 
CASSIN:  Goldin  Feldman,  New  York,  (212)  239-0512 
CERRUTI  ARTE:  Cerruti,  New  York,  (212)  327-2222, 
www.cerruti.com 

CHRISTINA  CARUSO:  Christina  Caruso, 

ChristinaC13@aol.com;  Patricia  Field,  New  York;  Hotel  Venus, 

New  York;  and  www.sowear.com 

COAST:  Bergdorf  Goodman  Men,  New  York 

DELORENZO  1950:  DeLorenzo  1950,  New  York,  (212)  995-1950 

DESI  SANTIAGO:  Belt,  to  order,  at  Desi  Santiago, 

New  York,  (212)  947-9578 
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DORMEUEL:  Shirt  (to  order)  and  tie,  at  Dormeuil,  New  York, 
(212)  396-8888,  www.dormeuilusa.com 
GUCCI:  select  Gucci  stores;  suede  jacket  also  at  select  Saks 
Fifth  Avenue  stores 

HELEN  YARMAK:  Helen  Yarmak,  New  York,  (212)  245-0777; 
and  Jimmy's,  Brooklyn  and  East  Hampton,  NY 
HERMES:  All  Hermes  stores,  (800)  441-4488 
HOLLAND  &  HOLLAND:  Holland  &  Holland,  New  York,  (212) 
752-7755 

J.  MENDEL:  J.  Mendel,  New  York,  and  Bergdorf  Goodman, 
New  York 

JIMMY  CHOO:  Jimmy  Choo,  New  York,  (866)  524-6600 
JOHN  VARVATOS:  John  Varvatos,  New  York,  (212)  965-0700, 
www.johnvarvatos.com 

JUTTA  NEUMANN:  Jutta  Neumann,  New  York,  (212)  982-7048 
KTTON  OUTDOOR  COLLECTION:  Bergdorf  Goodman  Men, 
New  York;  Louis,  Boston;  and  Stanley  Korshak,  Dallas 
LEVI'S  VINTAGE  CLOTHING:  Selvedge,  New  York;  Barneys, 
New  York;  and  K-Bond,  Los  Angeles 

LIBERTY  BOOT  CO:  Buffalo  Chips,  New  York,  (212)  625-8400 
LOLA:  Hat,  to  order,  at  Lola,  New  York,  (212)  279-9093 
LOUIS  VUnTON:  Louis  Vuitton,  New  York,  San  Francisco 
Beverly  Hills,  866- VUITTON,  www.vuitton.com 
MARTIN  DINGMAN:  Martin  Dingman,  (800)  955-2358;  Taylor 
Richards  &  Conger,  Charlotte,  NC;  M.  Penner,  Houston; 
and  Stanley  Korshak,  Dallas 
MARZOTTO  LAB:  L'Uomo,  New  York,  and  select 
Holt  Renfrew  stores 
MISSONI:  Missoni,  New  York 

MORGANE  LE  FAY:  Crinoline,  to  order,  at  Morgane  Le  Fay, 
New  York,  (212)  219-7672 
NICOLE  FAR  HI:  Nicole  Farhi,  New  York,  (212)  223-8811 
O'FARRELL:  O'Farrell  Hat  Company,  Durango,  CO,  (800)  895- 
7098,  www.ofarrellhats.com 

PAUL  STUART:  Paul  Stuart,  New  York  and  Chicago, 
(800)  678-8278 

PRADA:  Prada  boutiques  nationwide;  shirt  also  at  select 
Neiman  Marcus  stores;  striped  pants  also  at  select  Holt 
Renfrew  stores;  gray  wool  pants  also  at  select  Barneys  New 
York  and  Saks  Fifth  Avenue  stores;  her  top  and  skirt  also 
at  select  Barneys  New  York  stores;  and  her  shoes  also 
at  Susan  of  Burlingame  and  select  Saks  Fifth  Avenue  stores 
ROBERTO  CAVALLI:  Roberto  Cavalli,  New  York,  (212)  755-7721 
and  select  Neiman  Marcus  stores 

RODRIGUEZ:  Hat,  to  order,  from  Casa  de  Rodriguez,  New 
York,  (212)  989-0209,  www.casaderodriguez.com 
SANDY  DALAL:  Maxfield,  Los  Angeles,  and  Louis,  Boston; 
also  at  Barneys,  New  York  and  Beverly  Hills 
SEAN  JOHN:  Coyote  wrap,  to  order,  at  select  Bloomingdale's 
stores 

SKYHORSE  SADDLE  COMPANY:  Skyhorse  Saddle  Company, 
Durango,  CO,  (970)  385-7660,  www.skyhorse.com 
TRADITIONS  FIREARMS:  For  dealers  and  information,  contai 
Traditions  Firearms,  (800)  526-9556, 
www.traditionsfirearms.com 
TRUSSARDI:  Trussardi,  New  York,  (212)  246-9860 
TULEH:  Jeffrey,  New  York 

VIOLETTE  NOZIERES:  Bergdorf  Goodman,  New  York 
YVES  SAINT  LAURENT  RIVE  GAUCHE:  Yves  Saint  Laurent 
Rive  Gauche,  New  York;  boots  also  at  select  Saks  Fifth 
Avenue  stores 

ZANG  TOI:  Peter  Elliot,  New  York;  select  Nordstrom  stores; 
and  by  special  order  at  Saks  Fifth  Avenue,  New  York 
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Cindy 

Crawford's  Choice 


Cindy  Crawford  chooses  the  diamond-set 
Constellation  in  steel  and  18k  gold 
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By  Patrick  Cooke 
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A  lot  of  politicians  believe 
that  civilians  don't  belong  on  Navy  ships 

THEY'RE  SURE  AS  HELL 

right  about  this  one. 

Illustrations  by  Daniel  Adel 

For  more  than  ten  years,  this  magazine  has  spanned  the  globe  in  search  of  the  bunky  life. 
Spas,  travel,  fashion,  resorts,  good  wine  and  fast  cars.  Looking  for  luxury  is  a  fine  gig,  but 
there  is  an  occupational  danger  in  becoming  blase  when  every  meal  is  presented  as  "an 
epicurean  delight,"  when  the  sheets  are  300  count,  when  the  town  car  is  never  far  away.  From 
blase  it  is  a  short  distance  to  spoiled  absolutely  rotten,  and  once  you've  arrived  there,  you  can 
depend  upon  the  gods  to  devise  a  small  lesson  in  humility.  •  Take,  for  example,  an  invi- 
tation that  not  long  ago  arrived  from  the  U.S.  Navy  asking  me  to  join  a  three-day  VIP  cruise 
aboard  the  aircraft  carrier  USS  Boxer  sailing  with  the  task  group  from  San  Francisco  to  San 
Diego.  Sponsored  by  a  group  called  Employer  Support  of  the  Guard  and  Reserve,  it  was 
designed  as  a  public  relations  cruise  intended  to  encourage  invited  CEO  fat  cats  to  be 
sympathetic  to  their  Reserve  employees  who  have  military  commitments.  •  The  Boxer  is 
not  the  largest  aircraft  carrier  in  the  U.S.  fleet,  but  it  is  still  big  and  cushy  enough  to 
appear,  from  photographs,  as  if  there  might  easily  be  a  Gap  or  a  Starbucks  onboard — amid 
the  other  relaxed  accommodations.  •  Three  days  as  a  VIP  guest  of  the  admiral?  Why  not? 


I arrive  in  San  Francisco  under  stormy  skies.  The  Bay 
waters  are  roiling  at  pier  65,  where  a  brace  of  mas- 
sive gray  warships  are  tied  up  along  the  waterfront. 
A  light  drizzle  falls. 
"Which  one  is  the  Boxer}"  I  ask  a  passing  sailor. 
The  ship  he  points  out  is  indeed  grand  and  tall.  I  see  no 
private  verandas  cantilevered  off  the  side  as  you  would  on 
some  of  the  better  cruise  ships,  where  a  typical  500- 
square-foot  VIP  penthouse  suite  also  includes  a  queen- 
size  bed,  a  bar,  Jacuzzi,  shower,  tub  and  bidet.  But  hell, 
I  think,  I'll  forego  the  balcony — and  the  bidet. 

For  the  next  hour  I  attempt  to  find  someone  in  author- 
ity to  report  to,  but  no  one  has  heard  of  any  VIP  cruise,  or 
me.  At  last  I  am  pointed  to  a  small  office  where  a  com- 
mander in  crisp  whites  sits  alone  at  a  desk.  He  studies  his 
clipboard  for  a  few  moments.  Then,  without  looking  up, 
he  says,  'You're  not  on  the  Boxer.  You're  on  the  Cleveland.'" 
"Oh,"  I  say.  "Oh,  okay.  Great."  I  walk  outside  and  it 
starts  to  rain.  Pour,  actually. 

Soon  I  am  hauling  my  suitcase  up  a  nearly  vertical 
gangway  (no  cabin  stewards,  evidently)  and  wheezing 
onto  the  deck  of  the  USS  Cleveland,  a  570-foot  amphib- 
ious transport  ship  that  does  not  look  as  if  it  has  a  Star- 
bucks onboard,  or  a  penthouse  suite. 

I  am  handed  off  to  a  no-nonsense  Marine  corporal  in 
fatigues  who,  I  discover,  is  not  big  on  small  talk.  "So,"  I 
say,  still  gasping  for  breath.  "I  thought  the  VIPs  were 
going  to  be  on  the  ol'  Boxer."  Ho  ho  ho. 

"I  would  have  no  information  on  that,  sir,"  the  corpo- 
ral shouts.  No  matter,  I  muse,  I'm  sure  the  admiral  will 
personally  explain  everything  to  me  later. 

We  step  inside  the  ship  and  the  corporal  begins  a  dou- 
ble-time jog  through  what  looks  like  the  massive  kitchens 
of  the  Waldorf-Astoria  hotel:  a  brightly  lit  underworld  of 
inarticulate  shouts  and  echoes  reverberating  off  steel 
hatchways  and  bulkheads.  Sailors  scurry  in  all  directions. 
I  huff  and  puff  behind  him  through  the  mess  hall,  up  steep 
narrow  ladders,  down  dim  passageways.  When  I  am  lost 
beyond  all  redemption,  he  throws  open  a  door  and  barks, 
"This  will  be  your  rack,  sir!" 

The  tiny  linoleum-floored  room,  lit  by  a  dim  overhead 
bulb,  holds  two  bunk  beds,  each  covered  with  a  thin  gray 
blanket.  Hissing  pipes  and  electrical  cables  crisscross  the 
narrow  ceiling.  There  is  a  locker  unit,  and  a  stainless  steel 
sink  in  the  corner.  It  looks  like  the  sort  of  place  where  they 
take  your  shoelaces  away  from  you. 
"Oh,"  I  say.  "Oh,  okay.  Great." 

It  takes  120  sailors  three  hours  to  get  a  ship  as  big 
as  the  Cleveland  underway.  This  involves  a  complex 
choreography  of  lines  and  tugboats  and  engine 
maneuvers  that,  once  begun,  is  nearly  impossible  to 
reverse.  I  am  standing  along  the  rail  watching  these 
intricate  gambits  through  the  drizzle  when  a  sailor  nearby 
cheerfully  volunteers,  "So  I  guess  we're  in  for  it,  uh,  sir?" 


"In  for  what?"  I  ask,  as  two  huge  tethers  separate  froi 
the  rear  of  the  ship. 

"They  say  there  are  10-  to  13-foot  seas  out  beyond  th 
Golden  Gate,"  he  explains.  "That's  big  water.  I  hear  we'^ 
going  to  be  walking  on  the  walls  for  the  next  30  hours  or  so 

"Oh,"  I  manage.  "Actually,  nobody  mentioned  that.' 

"Ain't  no  big  thing,"  he  comforts.  "It's  only  four  da) 
down  to  San  Diego."  The  final  cable  connecting  trj 
Cleveland  to  dry  land  is  pulled  aboard.  The  horn  blasts  an 
the  ship's  massive  bow  pushes  out  into  the  current. 

"Four  days?  What  do  you  mean,  four  days?  I  was  to! 
we'd  be  out  three  days." 

He  shrugs.  "That's  your  Navy  for  you.  Enjoy  tl 
trip,  sir." 

In  the  19th  century,  the  term  to  "shanghai"  was  coine 
only  blocks  from  where  the  Cleveland  is  now  steamin 
away  from  the  dock.  Back  then,  men  drinking  in  th 
saloons  along  Kearny  Street  were  slipped  Mickey  Finr 
only  to  wake  up  the  next  morning  far  out  at  sea,  unwittir 
sailors  in  the  China  trade  that  plied  the  route  between  Sa 
Francisco  and  the  Orient. 

I  am  beginning  to  feel  a  shanghai  hangover  myself ; 
the  vainglorious  San  Francisco  skyline  passes  before  nr 
out  of  reach.  Farther  forward,  one  of  my  fellow  VIP  f; 
cats  is  waving  to  his  wife  on  shore.  She  signals  back  to  hii 
by  opening  and  closing  the  drapes  in  the  windows  of  the 
Nob  Hill  penthouse. 

He  is  deliriously  happy.  But  then  I  discover  that  mo 
of  the  ten  or  so  invited  VIPs  have  served  in  the  militar 
Far  from  being  irritated  at  these  snafus,  they  view  them 
amusingly  reminiscent  of  their  good  old  days  as  enliste 
men.  That's  your  Navy for  you.  They're  having  the  time 
their  lives. 

Alcatraz,  Angel  Island,  Marin  County  all  begin  1 
vanish  into  the  mist  as  we  steam  under  the  Golden  Gai  ~ 
Bridge,  marveling  at  the  view  of  the  span  from  water  lev  U 
and  flashing  photos.  It  is  actually  quite  an  impressive  sigh 

Still...  "I  could  use  a  drink,"  I  mutter  to  one  of  the  £  10 
cats,  already  longing  for  a  tot  of  rum. 

"Oh,  you  won't  get  a  drink  until  San  Diego,"  he  sa) 
chuckling  and  slapping  me  on  the  back.  "There's  not 
drop  of  alcohol  on  board." 

The  fleet  is  beginning  to  form  up,  including  the  US 
Harpers  Ferry,  the  destroyer  USS  Kinkaid,  the  aircra  J 
carrier  USS  Constellation  and  the  cruiser  USS  Mobile  Be  * 
Muscular  gray  ships  steaming  silently  beneath  a  gray  sb 

That  night  in  my  upper  rack,  I  imagine  I  am  sailing  to 
China.  My  bunkmate — a  pleasant  fat  cat  named  Ray 
snores  contentedly  as  the  massive  swells  move  under  tl  K 
ship,  each  one  threatening  to  hurl  me  to  the  floor.  WH  k 
sounds  like  loose  acetylene  tanks  roll  back  and  forth  ( 
the  deck  above,  crashing  like  some  mad  metronome, 
consider  securing  myself  to  the  bunk  by  tying  one  end  By 
the  bedsheet  around  me  and  the  other  to  one  of  the  pip  z\ 
that  run  along  the  ceiling.  The  prospect  of  Ray  finding  r 
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That  night,  I  imagine  I  am  sailing  to  China. 
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My  bunkmate  snores  contentedly  as  the 

massive  swells  move  under  the  ship,  each 
)ne  threatening  to  HURL  ME  TO  THE  FLOOR. 


ccidentally  hanged  in  the  morning,  however,  prevents 
ne  from  going  through  with  it.  So  I  hold  on.  All  night. 


A 


t  6  a.m.,  an  unworldly  noise  blasts  from  the 
ship's  loudspeakers:  "SWEEPERS!  SWEEP- 
ERS! SWEEP  ALL  DECKS  FORE  AND 
AFT.  SWEEPERS!  NOW  SWEEPERS!" 
The  Ritz-Carlton  this  is  not. 
The  bathroom,  or  "head,"  with  its  one  shower  stall,  is 
^  cross  the  corridor,  a  struggle  to  reach  with  the  waves 
:  urging  up  to  15  feet.  I  am  in  the  shower  clinging  for  dear 
fe  when  the  bathroom  fuse  blows,  immediately  plunging 
le  room  into  darkness. 
What  time  is  checkout?  I  wonder. 
"Rule  number  one  on  this  ship  is  safety,"  the  chaplain 
ays  at  a  VIP  briefing  after  breakfast.  "Do  not  touch 
nything!" 

The  fat  cats  are  seated  at  heavy  steel  picnic-type  tables 


in  the  mess  hall.  Roughly  every  seven  minutes  a  wave  tilts 
the  ship  over  at  a  fierce  angle  and  the  tables  begin  speed- 
ing across  the  linoleum  and  crash  into  the  bulkhead.  The 
chaplain  leaps  clear  each  time  the  furniture  takes  off  so  as 
not  to  be  run  over.  Soon  another  wave  hits  and  the  fat  cats 
all  ride  back  across  the  mess  hall  again.  This  makes  pay- 
ing attention  to  the  chaplain's  welcome  somewhat  difficult. 

Still,  while  the  ship's  doctor  passes  out  fistfuls  of 
Dramamine,  the  chaplain  continues  to  caution  about  the 
various  ways  a  person  can  be  maimed  on  the  Cleveland.  The 
ship  is  full  of  scalding  steam  pipes  and  sharp  objects,  he 
warns.  There  is  the  prospect  of  being  chased  by  runaway 
machinery,  of  raging  infernos,  rogue  waves,  toxic  smoke 
and  flying  helicopter  blades.  "You  may  go  anywhere  you 
like  on  the  ship,  but  remember,"  he  repeats,  "DON'T 
TOUCH  ANYTHING.  Okay,  have  a  great  time." 

Tours  are  offered  to  various  parts  of  the  ship  for  those 
fat  cats  who  have  not  staggered  back  to  their  racks  look- 
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ing  stricken.  I  find  that  if  one  can  ignore  the  almost 
constant  urge  to  blow  lunch,  these  tours  are  actually 
quite  interesting. 

The  Cleveland's  main  task  is  to  transport  and  deploy 
Marines  and  their  vehicles  using  the  most  sophisticated  of 
landing  craft.  Fully  loaded,  the  ship  can  carry  a  full  house 
of  more  than  1,300  soldiers  and  sailors.  It  also  has  a  rear 
flight  deck  able  to  support  helicopters  or  Harrier  jump 
jets.  Since  1967  the  Cleveland  has  been  everywhere  from 
Vietnam  to  Somalia. 

When  the  tours  end  I  wander  past  sick  bay,  where  a 
sign  on  the  door  reads,  "The  Best  Never  Rest."  Then 
down  to  the  engine  room,  which  feels  like  something  out 
of  Beyond  Thunderdome:  ungodly  hot  and  so  loud  it's 
like  being  tied  to  the  speakers  at  a  Black  Crowes  concert. 
Without  earplugs,  the  sound  of  the  ship's  two  massive 
24,000-horsepower  steam  turbines  is  intolerable  for 
even  a  few  minutes.  Still,  some  of  the  swabbos  seem  to 
be  working  without  ear  protection.  I  attempt  asking 
one  sailor  a  question,  but  I  soon  give  up  and  flee  the  noise. 

An  hour  later  I  run  into  the  same  stoker  on  the  coffee 
line  in  the  mess. 

"Jeez"  I  say,  "how  can  you  stand  the  noise  down  there?" 

'What?"  he  shouts. 

I  raise  my  voice.  "It's  unbelievably  loud  down  there. 
Where  you  work." 

"A  hammer  hitting  a  nail  is  loud,  too,  if  you  want  to  get 
technical  about  it.  But  nobody  ever  complains  about  a 
hammer  hitting  a  nail." 

'Well,  okay.  But  don't  you  ever  wear  earplugs?" 

'What,  sir?" 

"SOMETHING...  TO...  PROTECT...  YOUR... 
HEARING." 

"Some  do,  some  don't.  I  don't  like  the  feel  of  them. 
They're  hot  and  too  tight  and  it  puts  too  much  pressure  on 
your  inner  eardrums,  if  you  want  to  get  technical  about  it." 

He  pours  himself  a  cup  of  coffee  from  the  vats  that  the 
Cleveland  keeps  full  day  and  night. 

'Well,  I  don't  know  how  you  can  take  it,"  I  say,  finally. 

"I  take  a  little  milk  and  sugar,  sir." 

We  look  at  one  another  for  a  moment. 

"Outstanding!"  I  say. 

"Outstanding!  Yes,  sir!" 

Day  two  and  the  seas  seem  higher  than  the 
day  before,  but  so  far  I  have  stayed  on  my  feet. 
Down  in  the  mess  at  morning  muster  I  learn 
that  half  the  Cleveland's  crew  is  S.I.Qy  or  sick 
in  quarters.  There's  a  rumor  that  overnight 
a  sailor  was  pinned  under  the  frozen  yogurt  machine 
in  the  mess.  The  chaplain  makes  a  note  to  look  into  it, 
and  no  doubt  adds  it  to  his  litany  of  hideous  ways  to  be 
dismembered  aboard  the  Cleveland.  "Remember,  don't 
touch  anything,"  he  reminds  us. 

A  Marine  "gunny,"  who  looks  as  if  he  knows  at  least 


ten  ways  to  kill  a  man  with  a  damp  washcloth,  gives  s 
lecture  on  weaponry,  then  shows  us  various  amphibious 
armored  personnel  carriers  chained  below  decks. 

Feeling  queasy  I  climb  up  to  the  bridge,  a  complex  elec 
tronic  command  center  full  of  scopes  and  charts  and  tog 
gles.  I'm  idly  examining  a  lever  labeled  "FIRE — CEASE 
FIRE"  when  someone  yells,  "Cap'n  on  the  bridge!" 

A  solidly  built  African-American,  Captain  R.W 
Brinkley — "no  relation  to  Christie,"  he  insists — at  onc< 
electrifies  the  room.  He  gives  commands,  he  gentlj 
chides,  he  jokes  with  the  eight  or  so  men  guiding  the 
ship.  It  is  clear  that  he  is  the  battery  that  makes  thfl| 
Cleveland  go.  The  men  like  him  and  seem  eager  to 
please  him.  But  there  is  something  else  remarkable 
about  Captain  Brinkley:  I  notice  that  when  the  shijj 
appears  to  be  tipped  at  a  30-degree  angle  he  walkj 
absolutely  straight  lines  as  if  he  has  magnets  on  the  solesl 
of  his  shoes. 

I  am  marveling  at  this  physics-defying  phenomenon 
when  suddenly  the  entire  USS  Cleveland  feels  airborne 
Everyone  on  the  bridge  looks  up  as  the  ship's  bow — foui 
stories  off  the  surface  of  the  sea — drops  and  buries  itsel 
in  an  oncoming  wave.  The  bridge  erupts  in  cheers  as  spraj 
flies  everywhere.  Cleveland  veterans  excitedly  insist  tha 
this  is  only  the  second  time  they  have  ever  experienced 
burying  the  nose. 

It  is,  however,  the  ultimate  wave  of  nausea  for  u: 
civvies.  One  of  the  fat  cats  turns  a  shade  of  green  thai 
interior  designers  call  "creme  de  menthe"  and  bolts  fo: 
the  hatch.  I'm  barely  holding  on  when  I  overhear  J 
VIP  named  Dennis  mention  that  the  Cleveland  will  b« 
anchoring  offshore  of  the  Marine  base  at  Camp  Pendle 
ton  the  following  morning  to  unload  amphibious  assauli 
vehicles  before  sailing  on  to  San  Diego. 

I  brighten  momentarily.  "Oh,  reeeeeallly?"  I  say,  cut 
ting  in.  "Any  chances  of  getting  a  lift?" 

I'm  told  to  be  on  the  "well  deck"  at  O-Dawn-30.  Can  do 

At  dusk  I  climb  to  the  Signal  Bridge,  the  highest  poin 
on  the  ship.  Lights  from  other  ships  in  the  fleet  flicker  on 
the  horizon  ahead  and  behind  us  in  a  hazy  orange  sunset 

A  lone  signalman  is  standing  aloft  at  the  lamp  flashing 
a  dispatch  to  the  Harpers  Ferry  in  Morse  code. 

"Signalman's  the  best  job  on  this  ship,"  he  tells  me 
"Why?  Because  98  percent  of  the  people  out  here  can' 
read  any  code.  They  always  think  that  you're  doing  some 
thing  vitally  important,  even  when  you're  not. 

"One  time  I  was  on  the  bridge  and  this  officer  wa 
yelling  at  me.  I  got  on  the  light  and  messaged  over  tt 
another  signalman  five  miles  away,  'I  can't  believe  what  ai 
asshole  this  guy  standing  next  to  me  is.' 

"I  love  being  way  up  here,"  he  goes  on.  "Sometimes  a 
dawn  when  you've  been  up  all  night  and  you're  bored 
the  signalman  over  on,  say,  that  destroyer  out  there  wil 
flash,  "What's  up?"  So  you  start  talking  about  every 
thing — officers,  chow,  wife  and  kids.  You  tell  him  all 
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Captain  Brinkley  possesses 


is  ass 


say,,! 


an  ASTOUNDING  SKILL: 

He  is  able  to  catch  falling  plates  and  cups 
in  midair  without  looking.  Extraordinary. 


Can 

.est  pi  ids  of  stuff.  It's  a  conversation  just  between  the  two  of 
,  out  in  the  middle  of  the  ocean.  Then  you  sign  off 
t     d  hit  your  rack.  Chances  are  you'll  never  even  meet  the 
^  who  was  on  the  other  light." 

he  fat  cats  muster  in  the  captain's  quarters 
for  dinner.  A  few  of  them  have  that  forced  mal 
de  mer  grin  that  attempts  to  convey  the  mes- 
sage: I'm  perfectly  fine,  really.  Most  have  gotten 
their  sea  legs,  however,  and  are  good  company. 
We  are  seated  in  the  captain's  spacious  dining  room- 
ast  I've  located  the  ship's  luxury  suite — and  he  instructs 
to  wet  the  tablecloth  in  front  of  our  places.  Doing  so, 
says,  will  prevent  the  dishes  and  silverware  from  fly- 
;  against  the  wall  as  the  ship  rolls. 
The  technique  is  not  entirely  successful,  but  I  notice 
1  it  Captain  Brinkley  possesses  yet  another  astounding 
i  11:  He  is  able  to  catch  falling  plates  and  cups  in  mid- 


air without  looking.  And  he's  able  to  do  so  while  he  is 
eating.  Extraordinary. 

I  tell  Brinkley  that  the  last  of  my  family  to  sail  on  a 
Navy  ship  under  the  Golden  Gate  Bridge  was  my  father, 
buried  in  the  depths  of  a  troop  carrier  headed  out  to 
Saipan  in  1944.  He  would  have  been  amazed,  I  say,  to  see 
his  son  now  at  the  captain's  table. 

Brinkley  says,  "I'll  do  you  one  better.  My  father  was  a 
Navy  cook.  In  those  days  the  only  way  African-Americans 
were  allowed  on  ships  was  in  the  kitchen,  and  they  almost 
never  came  above  decks." 

A  huge  swell  rolls  under  the  Cleveland  and  the  captain 
catches  a  flying  sugar  bowl  while  calmly  finishing  his  soup. 

"That  was  the  last  of  my  family  in  the  Navy,"  he  says, 
smiling.  "And  now,  look  at  me.  There  are  400  people  on  this 
ship,  and  every  one  of  them  has  to  do  what  I  tell  them  to  do." 

The  captain  laughs  heartily,  tucks  into  his  pasta,  and 
casually  shags  a  couple  of  saucers  whizzing  by.  "Now,  the 
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admiral  is  on  the  carrier  over  there,"  he  says,  nodding  to 
the  dark  portholes. 11  He  can  tell  me  what  to  do  but  I  don't 
have  to  do  it.  Know  why?  Because  this  is  my  ship. 

"My  father  told  me  never  to  join  the  Navy,  but  I'll  tell 
you  what.  It's  great  to  be  the  captain." 

After  dinner  there  is  to  be  a  helicopter  exercise 
off  the  flight  deck  of  the  Cleveland,  the  pilots 
using  night-vision  equipment.  I'm  leaning  on 
the  rail,  waiting  for  the  show  to  begin,  when 
a  swabbo  comes  up  behind  me  and  quietly 
says,  "I  wouldn't  stand  there,  sir,  if  you  ever  want  kids." 

I  immediately  wonder  if  I'm  about  to  be  decapitated, 
impaled,  blinded,  scalded,  crushed  or  swept  into  the  sea. 
I  decide  to  guess.  "How  long  does  it  take  this  ship  to  turn 
around  in  a  man  overboard  situation?" 

"About  20  minutes,  though  in  these  seas,  there  would- 
n't be  much  point. . .  What  I  meant,  though,  sir,  was  you 
need  to  step  out  of  that  circle." 

I  look  down  to  discover  that  I  am  standing  inside  a  red 
circle  drawn  around  an  enormous  humming  communic- 
ations antenna. 

"If  they  switch  that  on  it'll  reshuffle  your  genes  in  about 
30  seconds." 

The  exercise  turns  out  to  be  quite  an  amazing  demon- 
stration as  helicopters  touch  down  and  depart  one  after 
another  off  the  pitching  deck. 

At  9  p.m.  I  am  lashing  myself  into  my  rack  and  fretting 
about  my  chromosomes  when  the  chaplain  comes  on  the 
ship's  loudspeaker  to  give  the  evening  prayer.  Tonight  his 


And  with  that  I  am  soon  standing  on  the  well  de 
with  my  luggage  awaiting  a  ride  ashore.  At  180  feet 
length,  the  well  deck  is  a  sweaty  sublevel  cavern  thj 
has  the  look  of  a  gladiator's  green  room.  Which  in 
sense  it  is.  The  Cleveland  can  sleep,  feed  and  deploy  8 
Marines.  A  massive  gate  drops  from  the  ship's  stern  ai 
troops  depart  ashore  aboard  LCACs  (Landing  Craft  A 
Cushion),  fast,  powerful  hovercraft — they  can  also  car 
an  M-i  tank — that  look  a  bit  like  the  spaceship  in  the  q 
TV  series  Battlestar  Galactica. 

Today  I  storm  the  California  coast  and  the  departu 
is  swift.  The  LCAC  slips  out  the  stern  gate  and  sudden 
we  are  racing  for  the  beach  at  nearly  50  miles  an  hoii 
the  twin  turbine  propeller  fans  making  a  horrendot 
noise.  We  skim  along  the  water's  surface  and  barely  sic 
down  as  we  hit  the  beach,  then  crab  our  way  through  tl 
dunes  and  stop. 

That's  it.  My  deployment  is  over.  Twenty  minutes  lat 
I  am  hugging  the  woman  behind  the  Avis  counter 
nearby  Oceanside.  She  tosses  me  my  car  keys  and  I  a 
headed  up  the  San  Diego  Freeway  to  Los  Angeles  foi 
rendezvous  with  a  shave  and  a  shower  at  a  luxury  hotel.  4 
I  race  up  the  freeway  I  look  out  over  the  low  scrub  dun 
at  the  shimmering  ocean  and  suddenly  catch  a  glimpse 
the  Cleveland  steaming  slowly  away  over  the  horizon. 

I  pull  over  to  watch  her  go,  and  at  precisely  that  instal 
there  comes  a  bulletin  on  my  car  radio  announcing  that  tl 
USS  Cole  has  been  struck  by  a  terrorist's  bomb  in  Yeme 
killing  17  sailors.  And  for  a  terrible  moment  I  feel  like 
deserter.  When  our  actions  do  not,  our  fears  do  make  us  traito, 


I  immediately  wonder  if  I'm  about  to  be 

DECAPITATED,  IMPALED,  BLINDED,  SCALDED, 

CRUSHED  or  swept  into  the  sea.  I  decide 
to  guess.  "How  long  does  it  take  this  ship 
to  turn  around  in  a  man  overboard  situatior 


text  is,  appropriately,  the  tyrannical  sea,  and  the  ship's 
loose  objects  play  an  accompaniment  to  his  petition. 
"Grant,  O  Lord"  (crash!)  ". .  .that  we  may  have  fair  skies. . ." 
(KA-Bang!)  ". .  .with  morning  dawn. . ."  After  he  finishes, 
there  is  what  sounds  like  a  deep  collective  groan,  but  it 
may  just  be  the  ship  breaking  in  half. 

God  bless  the  chaplain.  The  seas  are  calm  and 
dark  at  5:30  a.m.  when  I  wake  up  and  go  into 
the  head.  I  am  at  my  morning  ablutions,  as 
it  were,  when  the  fuse  blows  out  the  lights 
again.  I  am  in  a  pitch-black  toilet  stall,  inside 
a  pitch-black  bathroom,  aboard  a  pitch-black  ship,  in  the 
middle  of  the  deep  blue  sea.  With  no  toilet  paper.  It  is 
definitely  time  to  go  home. 


The  USS  Cleveland  may  rate  no  stars  as  a  luxu 
accommodation,  but  it  is  a  five-star  fighting  ship  full 
industrious  kids  no  different  than  those  dead  sailors  < 
the  Cole,  9,000  miles  away  in  another  ocean.  "The  Be 
Never  Rest."  I  would  soon  be  returning  to  300-cou 
sheets,  town  cars  and  "epicurean  delights."  I  didn't  knc 
where  the  swabbos  on  the  Cleveland  were  eventual 
going,  and  neither  did  they.  But  it  could  one  day  be  sor 
potentially  lethal  place  like,  say,  Korea,  where  "heading  ( 
to  the  peninsula"  would  have  a  far  different  meaning  th; 
the  one  I  was  used  to.  The  fact  is  that  they  were  goii 
to  sea  so  that  I  didn't  have  to,  and  maybe  my  son  woi 
have  to.  And  as  the  cars  whizzed  by  on  the  freeway  ai 
the  Cleveland  vanished  out  of  sight,  I  thought:  That  ji 
might  be  my  greatest  luxury  of  all.  • 
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Accessories 

1.  Vacheron  Constantin  is  the  world's  oldest  luxury 
Swiss  watchmaker,  offering  both  exceptional  design  and 
craftsmanship.  The  "245"  celebrates  the  firm's  rich  her- 
itage and  offers  contemporary  styling  for  today's  watch 
connoisseur.  For  a  free  catalogue  of  all  timepieces,  call 
toll  free  1-877-862-7555. 

Art  by  Commission 

2.  Oleg  Stavrowsky.  Historical,  traditional,  and  contem- 
porary western  art  by  commission  only.  For  diversified 
western  art  samples  and  pricing  information,  please  call 
512-267-6079  and  provide  a  mailing  address. 

Catalog  Connection 

3.  Paul  Fredrick.  White  100%  cotton  dress  shirt  for  an 
introductory  price  of  $19.95! 

Visit  www.paulfredrick.com/forbes  Use  code  WSHIFB. 
Shipping  charges  apply.  Hurry,  quantities  limited. 

4.  American  Thermoplastic  Company.  Enhance  your 
image  with  custom-imprinted  ring  binders,  index  tabs, 
pocket  folders  and  other  quality  loose-leaf  products!  Call 
for  free  catalog:  800-245-6600  or  visit  www.binders.com 

5.  Mid  America  Direct.  Choose  the  free  parts  and  acces- 
sories catalog  for  your  Corvette,  VW  Beetle  or  Porsche 
needs!  Call  800-500-1500  or  visit  www.madirect.com 

6.  Vixen  Hill.  Superbly  hand-crafted  cedar  Gazebos, 
GardenHouses  and  Shutters  by  Vixen  Hill  Manufacturing 
Company  have  set  the  standards  for  the  industry  and  are 
recognized  worldwide.  Call  800-423-2766  or  visit 
www.vixenhill.com 

7.  International  Wine  Accessories.  Distributors  of 
unique  and  imaginative  wine  accoutrement,  including 
wine  cellars  and  redwood  racking  systems. 

Call  800-527-4072  or  visit  www.iwawine.com 

8.  Pinecrest.  50  years  of  fine  quality  wood  products. 
Over  600  designs  of  unique  interior  and  exterior  hard- 
wood doors,  hand  carved  fireplace  mantels  in  styles  from 
the  past  and  present,  A  three  catalog  set  with  600  plus 
color  pages:  $20.00.  Send  to  2118  Blaisdell  Avenue, 
Minneapolis,  Ml\l  55404 

or  visit  our  website:  www.pinecrestinc.com 

Consumer  Electronics 
JVC.  Visit:  www.jvc.com 

Cruises 

9.  Silversea  Cruises.  Consistently  rated  World's  Best, 
Silversea  Cruises  features  all  ocean-view  suite  accom- 
modations, most  with  veranda,  and  all-inclusive  value. 
For  a  free  brochure  call  800-722-9955 

or  visit  www.silversea.com 

Executive  Gifts 

10.  Jack  Daniel's  Single  Barrel  Tennessee  Whiskey. 

A  super  premium  Tennessee  Whiskey  with  the  robust  fla- 
vor of  a  single  barrel  and  the  smooth  character  of  Jack 
Daniel's.  Call  1-888-551-5225  or  visit 
www.jdsinglebarrel.com 

Hotels 

11.  Beverly  Hills  Convention  &  Visitors  Bureau. 

To  find  out  more  about  Beverly  Hills  world-class  hotels, 
restaurants  and  spas,  call  for  your  free  visitors  guide 
(800)  345-221 0  or  visit  www.visitbh.com 

12.  Halekulani.  Enjoy  the  splendor  of  Halekulani.  Grand 
elegance  situated  on  Waikiki  Beach.  An  oasis  famous  for 
gracious  hospitality,  exemplary  cuisine  and  service.  Visit 
www.halekulani.com 


13.  Hyatt  International  Park  Hyatt.  Boutique  properties 
distinctive  in  design,  butler  and  concierge  services  and 
unsurpassed  in  gourmet  dining  and  facilities  for  small 
meetings  or  gala  events. 

Call  1-800-233-1234  or  visit  www.parkhyatt.com 

14.  Palmilla  Resort.  Escape  to  world-renowned  Palmilla 
-  A  lush,  tropical  oasis  at  the  southern  tip  of  Baja  where 
the  desert  meets  the  shimmering  blue  sea. 

Call  800-637-2226  or  visit  www.palmillaresort.com 

15.  The  Peninsula  Group.  At  The  Peninsula  Group  of 
hotels  in  Asia  and  North  America,  guests  are  assured  of 
the  highest  standards  of  excellence  that  have  been  syn- 
onymous with  the  Peninsula  name  for  over  70  years. 
Visit  www.peninsula.com 

16.  Raffles  Hotel.  Consistently  voted  as  one  of  the  best 
hotels  in  the  world,  Raffles  Hotel  has  a  unique  charm  and 
legendary  hospitality  complete  with  outstanding  contem- 
porary facilities.  Visit  www.raffleshotel.com 

17.  SuperClubs  Grand  Lido  Resorts.  Luxurious  accom- 
modations, gourmet  dining,  24-hour  room  service,  pre- 
mium liquors,  unlimited  water  sports,  tennis,  every- 
thing's included.  No  tipping.  Free  weddings. 

Call  1-800-GO-SUPER. 

Jewelry/Watches 

18.  Buccellati  Watch.  Gianmaria  Buccellati,  patriarch  of 
the  Milanese  House,  presents  his  new  collection  of  jewel- 
ry watches,  all  in  18K  gold  and  handcrafted  in 
Switzerland.  Call  (800)  223-7885 

or  visit  www.buccellati.com 

19.  Chopard.  For  141  years,  Chopard  has  created 
exceptional  timepieces  and  haute  jewelry  in  the  world's 
most  precious  materials.  Enter  the  "World  of  Chopard" 
at  www.chopard.com  or  (800)  CHOPARD. 

20.  Omega.  For  over  150  years  Omega  has  built  an 
unmatched  reputation  for  precision  and  leading  edge 
technology.  Omega  continues  to  record  significant 
moments  in  time  on  the  wrists  of  some  of  the  world's 
most  outstanding  personalities. 

21.  Rado  Switzerland.  Rado  is  one  of  the  most  promi- 
nent Swiss  watch  manufacturers  and  the  leading  pro- 
ducer of  ultra-durable,  scratchproof  design  watches. 
Call  800-283-RADO  or  visit  www.rado.com 

Real  Esate 

22.  KRI  Palmilla  Real  Estate.  For  more  information, 
please  call:  (949)833-3025  ext.  313  or  visit 
www.palmillaliving.com 

23.  Glenwild.  The  West's  Preeminent  Private  Golf 
Community.  Call  877-924-9453  or  visit 
www.glenwild.com 

24.  Stone  Canyon.  Call  877-219-9100  or  visit 
www.stonecanyon.com 

Retail 

25.  Great  Gatsby's. 

Selling  the  rare  and  unusual  since  1984.  Auction  catalog 
subscription  $10.  Call  1-800-428-7297 
or  visit  our  website  www.greatgatsbys.com. 

Sports/Exercise 

26.  Beretta  U.S.A.  Corp.  Beretta,  the  world's  oldest 
firearms  manufacturer,  offers  over-and-under  and  semi- 
automatic shotguns  for  hunting  and  target  shooting, 
pistols,  knives,  hunting  and  shooting  accessories,  and 
clothing.  Visit  www.beretta.com 
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Trout  fishing  with  tuna  salad:  our  best  spy  novelist;  and  mor 


From  left:  Kate  Moss,  sans 
knickers;  Sophia  Loren,  on  the 
set  of  The  Sin;  Anna  Magnani, 
comparing  herself  to  fruit 


MQVifig  PiCtlirGS    THE  ALLURE  OF  WOMEN:  by  Francois  Boudot;  Assouline;  $4S 


Never  has  a  more  resplendent 
collection  of  divas,  tomboys, 
ingenues,  prima  donnas,  sex 
kittens  and  supermodels  been  assem- 
bled than  in  this  new  book  by  French 
fashion  journalist  Francois  Boudot, 
to  be  published  in  October.  The  pho- 


tos he  has  chosen  shine  klieg  lights 
on  each  celebrity  subject's  character. 
Katharine  Hepburn  is  shown  wear- 
ing that  wry,  mischievous  smile  of 
hers,  while  Ava  Gardner  smolders  in 
a  black  satin  dress.  Maria  Callas  has 
her  nose  lifted  into  the  stratosphere, 


while  Calamity  Jane,  who  is  fitting- 
ly pictured  on  the  opposing  page 
slumps  and  scowls.  Jackie  O.  is  there 
as  is  Audrey  Hepburn,  and,  of  course 
Brigitte  Bardot.  It  would  be  difficul 
to  find  a  book  better  suited  to  lounge 
sultrilv,  on  your  coffee  table. 
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POCKET  WATER:  Favorite  Streams,  Memorable  Fish, 


by  William  G.  Tapply;  Lyons  Press;  $24.95 


P    ike  most  fly  fishermen,  Wil- 
liam Tapply  is  secretive.  In 
uJB  this  new  collection  of  his 
rt  essays,  most  of  which  orig- 
lly  appeared  on  the  back  page 
merican  Angler,  he  changes  the 
es  of  his  favorite  fishing  spots 
ause  he  does  not  want  you  to  find 
m.  He  describes  their  locations 
only  the  vaguest  of  terms,  such 
"Vermont  meadow  streams"  and 
ep-woods  Maine  ponds."  There 
eat  striper  fishing,  we  are  told,  in 
little  creek  on  the  Massachusetts 
Jprth  Shore,  somewhere  between 
Bston  and  New  Hampshire.  Good 
Irk  finding  it.  But  about  his  own 
Hiet  contemplations,  chewed  on 
wtr  an  inordinate  number  of  hours 
Ifent  casting,  stripping  and  casting 
in,  Tapply  is  completely  open, 
a  folksy  tone  accessible  to  the 
onverted,  he  explains  fly  fishing's 
w,  from  its  comforting  solitude 
the  thrill  of  stalking  and  hooking 
)ig  fish.  And  for  the  fanatical, 
approaches  the  deeper,  subtler 
=stions  at  the  heart  of  the  sport, 
lanneling  Socrates,  he  writes,  "A 
itime  of  trying  and  erring  and 
ing  some  more  has  convinced  me 
.t  what  I  don't  know  about  fishing 
uld  fill  a  book.  This,  you  might 
,  is  that  book." 

Among  other  things,  Tapply  the 
ilosopher  guide  asks,  when  is  bait 
ling  ethical?  He  confronted  that 
rennial  fly  fisherman's  quandary 
e  day  while  eating  a  sandwich  on 
:  Bighorn  in  Montana,  when  he 
ed  a  good-sized  rainbow  trout 
ing  the  current  downstream  of  his 
chored  drift  boat.  Just  for  kicks,  he 
',  is  tin  it  a  bit  of  albacore,  dressed  with 
of  am  tyonnaise,  salt  and  pepper,  float- 
the  trout's  way,  and  it  gobbled  it 
n.  Then  Tapply  impaled  a  bit 
re  on  a  dry  fly  hook,  attached  to  a 
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leader  tapered  to  5X  tippet, 
and  sent  that  downstream. 
On  the  third  try,  the  trout 
struck  and  Tapply  landed 
him.  He  was  pleased,  but 
troubled:  Is  baiting  hooks 
with  tuna  salad  sportsman- 
like? Under  the  circum- 
stances, he  decided  that  it 
was.  He  had  located  and 
identified  his  prey,  hunted 
and  then  caught  it — albeit 
in  an  unorthodox  way. 

He  faced  a  stickier  moral 
problem  one  day  on  Lake 
Champlain,  when  he  caught 
the  fish  of  a  lifetime — by 
accident.  It  was  a  tremen- 
dous largemouth  bass,  seven 
or  eight  pounds  at  least. 
But  this  time  he  could 
derive  no  pleasure  from  it, 
because  he  had  been  "trash 
fishing"  for  northern  pike 
that  day.  "I'd  rather  catch  a  big  bass 
than  a  big  pike,"  he  writes.  "But 
[that]  bass  was  an  accident.  I  knew 
I  didn't  deserve  it." 

Tapply  tackles  everyday  issues  in 
other  stories,  such  as  the  unreliability 
of  fancy  knots,  and  the  efficacy  of 
saliva  in  sealing  good,  simple  ones. 
"The  gunky  stuff  you  hack  up  from 
your  throat  works  better  than  the 
spit  from  your  mouth.  This  is  a  use- 
ful tip  that  has  never  before  been 
published."  He  also  demonstrates 
the  fallacy  of  Thoreau's  dictum 
"Simplify,  simplify"  when  applied  to 
fly  fishing.  Simple  ties  like  "woolly 
buggers,"  for  instance,  will  catch  al- 
most anything  in  salt  water,  but  the 
challenge  of  inventing  complicated 
new  ones  is  too  much  fun  to  give  up 
for  efficiency's  sake. 

The  most  charming  chapter  in 
the  book  is  neither  philosophical 
nor  instructional.  It  is  the  story  of 


pocket  Water 


William  G.  Tapply 


Tapply's  own  sentimental  education 
as  a  young  fly  fisherman,  when  many 
years  ago,  he  and  his  father  would 
walk  deep  into  the  woods  of  rural 
Massachusetts  to  a  secret  stream  full 
of  wild  brook  trout.  "A  half-grown 
boy  could  jump  across  our  brook  in 
most  places,"  Tapply  joyfully  recalls. 
"Its  currents  were  barely  noticeable. 
But  for  so  narrow  a  little  rill,  it  ran 
deep  against  bushes  and  fallen  trees 
and  undercut  banks.  Its  faintly  tea- 
colored  water  hid  its  mysteries.  You 
had  to  interpret  its  surface  to  figure 
out  what  lay  underneath.  Trout, 
Dad  said,  lurked  in  deep,  protected 
places.  We  must  be  smarter  and 
warier  than  they  are  if  we  should 
hope  to  get  one  to  bite." 

That  ancient  stream  is  gone  now, 
diverted  decades  ago  into  a  concrete 
culvert.  But  Tapply  still  won't  tell 
you  where  it  was. 

— Thomas  Jackson 
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Keep  Your  Eyes  Peeled 


certainties  of  the  Cold  War.  With  hi 
two  most  recent  books,  Kingdo, 
of  Shadows  and  The  Polish  Office 
finally  available  here  in  paperbac 
this  fall,  Alan  Furst  should  begi 
getting  his  due  as  the  most  literal 
and  inspired  American  writing  esp 
onage  novels  today. 

—  Richard  Nalle)  si 


THE  POLISH  OFFICER 
and  KINGDOM  OF  SHADOWS, 
by  Alan  Furst;  Random  House;  $11.95 

Three  sentences  into  Kingdom 
of  Shadows,  you  are  already  traveling 
deep  in  Alan  Furst's  world — a  dark, 
sharply  etched,  pre-war  Europe,  elec- 
tric with  menace:  "On  March  10, 
1938,  the  night  train  from  Budapest 
pulled  into  the  Gare  du  Nord.... 
There  were  storms  in  the  Ruhr  Valley 
and  down  through  Picardy  and  the 
sides  of  the  wagons-lits  glistened 
with  rain.  In  the  station  at  Vienna,  a 
brick  had  been  thrown  at  the  window 
of  the  first-class  compartment,  leav- 
ing a  frosted  star  in  the  glass."  In  six 
novels,  beginning  with  the  revelatory, 
intricate  Night 
Soldiers — one 
of  the  richest 
spy  books  ever 
written — Furst 
has  packed  his 
brooding  geo- 
graphy of  the 
'30s  and  '40s 
with  Nazi  spy- 
masters,  Soviet 
assassins,  Bal- 
kan bandits, 
rioting  Fascists 
and  ordinary 
neighbors  turned  slippery  and  vicious 
by  fear.  The  Furstian  hero,  as  with 
Kingdom  of  Shadows 's  Hungarian 
aristocrat  Nicolas  Morath,  operates 
under  the  grinding  pressure  of  immi- 
nent violence  with  too  little  informa- 
tion and  too  few  decent  choices. 
Though  he's  American,  Furst  has 
so  far  created  a  far  bigger  splash 
in  England  than  back  home, 
perhaps  because  he  has  removed 
America  almost  entirely  from 
the  stage,  favoring  instead  the 
exiled  and  occupied  of  France 
and  Central  Europe,  characters 
he  seems  to  know  from  some 
intimate  bone-knowledge.  Think 
Le  Carre  without  the  binary 


WARRIORS  OF  GOD: 
Richard  the  Lionheart 
and  Saladin  in  the  Third  Crusade, 
by  James  Reston,  Jr.; 
Doubleday;  $27.50 
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In  this  dual  biography,  his 
torian  James  Reston,  Jr.  recounts  tH 
largest  military  endeavor  of  tl 

Middle  Ages,  when  Richan  ■ 
the  Lionheart  and  Saladj  lix 
squared  off  in  the  Holy  Larl 
for  round  three  of  the  Cn 
sades  (1189-1192).  The  cast* 
characters  includes  the  ii 
comparably  beautiful  Fleam 
of  Aquitaine,  queen  in  sui 
cession  of  both  France  ar 
England;  Philip  II  Augustu  in 
the  spineless,  conniving  kir 
of  France;  and  Frederic 
Barbarossa,  the  Holy  Roma 
Emperor,  whose  role  was  a 
short  when  he  fell  in  a  shaj 
low  river  in  full  armor  and  drownei 
Richard  and  Saladin  are  west  arj 
east,  chalk  and  cheese,  gruel  an 
couscous.  While  the  former  wi 
dashing,  ruthless  and  brave  to  tl 
point  of  absurdity,  the  latter  w 
humble,  pious  and  relatively  mere  t 
ful  towards  those  he  vanquishe 
From  both  sides 
the  conflict,  Restc 
describes  Philip  ar  I 
Richard's  siege 
Acre,  and  Richaro 
subsequent  unsui 
cessful  march 
Jerusalem.  At  Aci 
a  crusader  was  pierci 
by  50  arrows  and  s 
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lame  before  relin- 
ishing  a  parapet, 
hile  on  the  plain 
f  Sharon,  a  great 
%i  luslim  warrior 
amed  el-Tawil 
:  truck  off  "many 
pses  of  unbeliev- 
ers" before  suc- 


rmbing  to  the  swarm.  Reading  this 
ook,  one  sways  between  horror 
id  exhilaration.  The  magnitude  of 
uman  suffering  is  mind-boggling, 
at  the  warriors'  adventures  are  the 
uff  of  boyhood  fantasy.       — T  J . 
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DO  BALD  MEN  GET 
HALF-PRICE  HAIRCUTS? 
In  Search  of  America's 
:1V, .-  |Great  Barbershops,  by  Vince  Staten; 
Simon  8c  Schuster,  $18 
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he  United  States  had  287,655 
Saii  irbershops  in  1950;  the  latest  figure, 
lolyl  am  1999,  stands  at  55,893.  To  write 
is  paean  to  those  fast-disappear- 
heca   g,  no-nonsense  hair-cutting  joints, 
aten  traveled  America,  popping 
ilEleMto  places  like  City  Barbershop 
Mount  Airy,  North  Carolina,  Big 
ob's  in  Fort  Lauderdale, 
iree  Barbers  in  Stamford, 
onnecticut,  and  Acapulco 
laza  in  Topeka,  Kansas, 
one  year,  he  visited  300 
them.  "I  couldn't  get  that 
any  haircuts  in  a  year, 
course,"  he  writes,  "so 
metimes  I'd  get  a  shave. 
>metimes  I'd  just  sit  and 
jit.   They   allow  that." 
aten  includes  a  condensed 
story  of  hair-chopping, 
>m  Samson  and  Delilah  to  the 
iddle  Ages,  when  barbers  doubled 
surgeons  and  bloodletters,  to  the 
70s,  when  unkempt,  hippie  hair- 
yles  nearly  drove  barbering  into 
tinction.  He  also  covers  the  origins 
the  barber  pole  and  the  hydraulic 
Lair,  and  the  variety  of  fragrant 
acers  and  tonics  barbers  have 
nployed  over  the  years,  including 
lucky  Tiger,  Sur-Lay,  Wildroot 
Ireme  Oil  and  Westphal's  Auxi- 


liator.  And  last  but  not  least,  he  re- 
members the  great  hairstyles  of  by- 
gone years,  like  the  D.A.  (duck's  ass), 
the  G.I.,  the  T.C.  (Tony  Curtis)  and 
the  Jelly  Roll  with  Fenders.    — T  J . 

HURRICANE  WATCH: 
Forecasting  the  Deadliest  Storms 

on  Earth,  by  Dr.  Bob  Sheets 
and  Jack  Williams;  Vintage;  $15 

Disturbances  in  the  Ethiopian 
Highlands  of  East  Africa  can  prove 
troublesome  to  Florida  property 
owners.  As  an  easterly  breeze  flows 
around  and  over  those  mountains, 
vortices  are  created  that  drift  west, 
pick  up  some  moisture  from  the 
Gulf  of  Guinea,  drop  some  pressure 
over  the  Cape  Verde  Islands,  con- 
tinue over  the  Atlantic  and  if 
everything  goes  just  right,  tromp 
into  the  Caribbean  as  the  monsters 
called  hurricanes.  One  of  these  brutes 
could  supply  the  electrical  needs  of 
the  U.S.  for  six  months,  as  Dr. 
Bob  Sheets,  former  director  of 
the  National  Hurricane  Center, 
and  Jack  Williams,  from  USA  Today, 
note  in  this  tribute  to  the  savage 
beauty  of  weather. 
Interestingly,  giving 
the  storms  names,  like 
Audrey  and  Gloria, 
has  made  them  easier 
to  keep  track  of,  and 
less  dangerous  as  a 
result.  And  while  our 
attempts  to  tame  them 
with  silver  iodide 
("seeding"  the  clouds) 
flown  in  by  men  with 
the  right  stuff  in  the 
'50s  actually  seemed  to  work,  as  an 
expensive  hobby,  weather  control 
makes  missile  defense  look  cheap 
and  easy.  From  Christopher  Col- 
umbus's first  hurricane  forecast 
in  1502  to  Isaac  Cline's  failure  to  do 
so  in  Galveston  in  1900  to  remodel- 
ing Dade  County  with  Hurricane 
Andrew's  170-mile-an-hour  winds, 
this  is  a  fine,  detailed  and  intriguing 
tour  of  the  history  of  meteorology. 

—  Stephen  Morrow 
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The  oil  companies  need  to  spez 
frankly  and  honestly." 


What  could  happen  if  an  oil  company  gave  up  old  ways  of  thinking? 


Over  the  past  few  months  we  walked  up  to  people  in  nine  cities  across  five 
continents  and  asked  them  their  opinions  about  oil  companies,  global  warming, 
energy.  We  asked  them  what  they'd  say  to  an  oil  company  executive  if  they 
could  tell  him  or  her  what  to  do.  Why?  Because  today,  like  every  day,  the  world 
will  use  more  than  70  million  barrels  of  oil.  And  yet  today,  like  every  day,  we  all 
want  a  cleaner  environment. 

Posing  the  problem  is  easy.  Here  are  a  few  answers: 

In  1999,  five  years  ahead  of  E.RA.  mandates,  we  were  the  first  oil  company 
to  voluntarily  introduce  gasoline  with  reduced  sulfur.  It's  so  much  cleaner  than 
regular  fuel  that  it's  the  equivalent  of  taking  100,000  cars  off  U.S.  roads  every 
day.  It's  available  today  in  19  cities  across  America. 

We  believe  solar  power  is  real.  That's  why  today  we  bring  solar  power  to  more 
than  160  countries.  And  why  we're  one  of  the  largest  producers,  as  well  as 
consumers,  of  solar  power  in  the  world. 

Three  years  ago  we  took  action  on  climate  change.  We  vowed  to  reduce  our 
own  greenhouse  gas  emissions  to  10%  below  1990  levels  by  2010.  We're 
more  than  halfway  there.  When  we're  through,  it  will  be  the  equivalent  of  taking 
almost  3  million  cars  off  the  road. 

We've  joined  with  DaimlerChrysler™  to  bring  hydrogen-powered  buses  to  city 
streets  starting  next  year  in  Europe.  The  only  emission  from  these  buses 
is  water  vapor. 

Every  day,  250,000  people  are  born.  Every  one  of  them  will  want  heat,  light, 
mobility.  For  now,  the  world  needs  oil.  But  that  doesn't  mean  there  aren't 
smarter,  cleaner  ways  to  find  it,  produce  it,  process  it,  refine  it,  use  it.  It  doesn't 
mean  we  can't  explore  and  develop  alternatives.  We  are  in  the  oil  business. 
But  we  are  also  in  the  natural  gas  business,  the  solar  business,  the  technology 
business,  the  yet-to-be-discovered-energy  business. 

That's  what  we  mean  by  beyond  petroleum.  Learn  more  at  bp.com. 

It's  a  start. 


bp 


responsibility  beyond  petroleum 


megan  Mcdonald 
event  coordinator 
lasalle  street,  chicago 
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Reciprocal®  makes  it  easy  to  profit  from  digital  distribution.  We  offer 
everything  you  need  from  e-commerce  to  electronic  inventory  management, 
and  tie  it  in  with  leading  digital  rights  management  (DRM)  technologies. 
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Sual  gearbox.  The  result  is  nothing  less  than  the  most  advanced  Maxima  ever.  Just  remember  to  keep  your  arms  inside  during 
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Mark  Lewis 
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Give  Socialism  a  Chance  No  one  loves  insurance  co 

panies.  TJiey  charge  too  much.  If  you  dare  to  file  a  claim,  th 
get  even  with  you  when  your  policy  is  up  for  renewal.  Th 
discriminate  good  risks  from  bad,  and  we  all  know — do) 
we? — that  discrimination  is  evil. 
The  warfare  between  auto 


insurers  and  New  Jersey  has 
gotten  to  the  point  where 
American  International 
Group  and  State  Farm  are 
desperate  to  quit  the  business 
there  and  the  state  is  making 
them  stick  around  and  keep 
losing  money.  In  what  is  ei- 
ther a  new  achievement  in 
demagoguery,  or  just  a  sick 
sense  of  humor,  the  legisla- 
tors have  made  insurers  sub- 
ject to  an  "excess  profits"  tax. 


In  an  article  on  page  80,  Ira  Carnahan  presents  the  case  f 
deregulation.  Attract  more  insurers  by  letting  them  char 
whatever  they  want,  he  suggests,  and  rates  might  go  down. 

Good  in  theory  but  politically  unacceptable.  I  have  an  i 
ternative  plan:  socialism.  Put  the  government  in  the  auto  L 
surance  business. 

People's  Insurance  Co.  of  New  Jersey  would  be  capitalizi 
with  $5  billion  of  taxpayers'  money  and  would  set  about  righ 
ing  all  the  wrongs  of  which  capitalist  insurers  are  accuse 
Wherever  State  Farm  and  AIG  get  too  greedy,  People's  wouj 
undercut  them  and  take  away  the  business. 

The  legislators  have  been  telling  us  that  actuaries  wor 
ing  for  the  commercial  outfits  don't  know  what  they  a 
doing.  Premiums  charged  to  urban  drivers  are,  according 
the  politicians,  too  high  in  relation  to  suburban  premiums, 
the  pols  are  right,  People's  could  swoop  in  with  a  better  de 
for  urban  drivers.  The  commercial  outfits  would  be  stuck  wi 
suburban  drivers  and  suffer  the  actuarial  consequences. 

Once  People's  opens  its  doors,  every  form  of  rate  regul; 
tion  would  be  superfluous.  Nor  would  there  be  any  need  f» 
the  state  to  maintain  border  guards,  in  the  manner  of  ex-Ea 
Germany,  to  keep  commercial  insurers  from  fleeing.  A  d< 
parture  would  leave  all  the  more  business  for  People's. 

People's  Insurance  would  be  subject  to  the  same  remaii 
ing  rules,  and  taxes,  as  commercial  insurers.  It  would  even- 
and  here  I  detect  a  sardonic  chuckle  from  the  State  Farm  ai 
tuarial  department — be  subject  to  the  excess  profits  tax. 

If  it  doesn't  clear  a  profit?  Once  the  $5  billion  is  gone,  li 
there  be  not  another  peep  from  the  legislators. 

Editom 
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Sold  on  Cellular 

I  am  not  by  any  means  a  blind  defender 
of  giant  corporations  or  their  practices. 
However,  I  take  exception  with  your  one- 
sided argument  against  wireless 
providers  in  "Cell  Hell"  (Sept.  17, 
p.  114).  As  seems  the  case  with  other  large 
industries  in  the  U.S.  recently — airlines, 
computers,  health  care — the  more  inex- 
pensive and  thus  widely  available  a  prod- 
uct or  service  becomes,  the  more  com- 
plaints the  product  or  service  receives. 

Every  consumer  should  read  and 
comply  with  the  rules  and  regulations  of 
a  service  agreement.  Obviously,  no  company  should  deceive  customers,  bui 
all  fees,  charges  and  practices  are  usually  spelled  out  in  the  contract  agree- 
ment. So  no  one  should  be  surprised  by  their  bill.  If  you  don't  like  the  terms 
or  if  they  are  not  clear,  don't  sign  up. 

There  are  technical  limitations  that  cause  problems  with  coverage.  But  the 
wireless  companies  are  expanding  their  networks — spending  millions  in  the 
process — so  I  don't  think  it's  fair  to  criticize  them  because  a  few  calls  gel 
dropped  or  a  phone  won't  work  in  every  single  square  mile  of  coverage  area. 

C.J.  GARRET! 
Hoidston,  Tex, 


Rethinking  Real  Estate 

It  should  be  noted  that  real  estate  values 
tend  to  crack  at  the  end  of  an  economic 
cycle  and  this  is  usually  not  a  precursor 
of  future  gloom  and  doom  ("What  If 
Housing  Crashed?"  Sept.  3,  p.  76).  In 
each  of  the  past  examples  from  your 
story,  real  estate  bottomed  after  the 
stock  market  marked  a  cyclical  low.  For 
instance,  in  New  York,  Boston  and 
Texas  real  estate  values  bottomed  well 
after  the  1987  and  1990  stock  market 
lows.  Equity  prices,  as  evidenced  by  the 
S&P  500,  start  to  turn  up  well  before  real 
estate  "crashes."  For  example,  an  in- 
vestor in  Boston  who  waited  for  real  es- 
tate values  to  bottom  in  1 994  from  their 
1987  high  before  investing  in  the  stock 
market  would  have  missed  an  eight- 
year  (1987-94)  average  annual  total  re- 
turn of  12.36%  on  the  S&P  500. 

If  we  are  to  believe  that  the  stock 
market  lows  reached  in  March  and 
April  mark  the  lows  for  this  cycle,  then 
real  estate  is  doing  exactly  what  it 
should  be  doing  right  now — declining. 

The  stock  market  will  be  on  its  way 


to  recovery  well  before  real  estate  v; 
ues  bottom  out.  I'm  a  firm  believer 
the  contrary  magazine  cover  indicate 
your  story  may  just  have  predicted  t 
opposite  of  its  intent. 

LOUIS  F.  MOS(j 
Vice  President,  Investmer 
Legg  Mason  Wood  Walk 
Philadelphia,  F 

Sonus  Sounds  Off 

I'm  still  trying  to  figure  out  what  t 
news  is  in  "Switch  Hitter"  (Sept.  1 
p.  56).  While  your  article  would  ha 
readers  believe  that  Sonus  gained 
industry-leading  position  through 
nancial  machinations,  we  actually  ha 
achieved  our  market  leadership  tl 
old-fashioned  way:  through  produc 
that  are  shaping  the  future  of  telecor 
munications  and  our  unrelenth 
focus  on  customer  service.  Indee 
some  of  our  customers  have  such  fai 
in  Sonus  that  they  have  made  dire 
investments  in  our  company,  aloi 
with  countless  other  investors. 
We  are  proud  that  Sonus  has  r 
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Choosing  Bombardier  Flexjet®  fractional  ownership  means  choosing 
the  world  leader  in  business  aviation.  we  design.  manufacture.  maintain  and 

operate  every  [et  in  our  fleet.  including  the  versatile  learjet®  45  and 
the  ultra  long-range  global  express*  for  more  information  on  the  right 
)et  from  the  right  company.  visit  wwwflexjet.com.  or  call  1-800flexjet. 

BOMBARDIER  FLEXuET 


Few  people  can  make  decisions  that  are  as  good  for  the 
environment  as  they  are  for  business. 

You  happen  to  be  one  of  them. 

You  make  the  decisions  that  improve  your  organizations  And  that  impresses  people  everywhere,  from  the  school 

bottom  line.  Energy  Star*  makes  it  easier.  The  Energy  Star  board  to  the  stale  capital   More  than  700  leaders  in 

label  on  your  buildings  tells  the  world  that  you  are  government  and  education  already  reap  the  benefits 

committed  to  supenor  energy  performance  and  fiscal  of  participating  in  Energy  Star.  You 

responsibility.  That  commitment  not  only  frees  up  can  too.  Call  1 -888-STAR-YES  MUfl 

operating  funds  but  also  helps  prevent  air  pollution.  or  visit  energystar.gov. 


Energy  Stab  is  sponsored  by  the  US  Environment^  Protection  Agency  and  the  US.  Department  of  Energy 


Money  tsnl  All  You're  Saving 


Energy  Star  is  a  US  registered  mark. 


n  c  m  u  c  n  a    o  a  I 

ceived  this  kind  of  endorsement 
some  of  the  most  distinguished  carrii 
in  the  world.  The  article  was  right 
that  our  customers  do  want  us  to  si) 
ceed.  After  all,  the  success  of  the  a 
vanced  networks  we  build  for  them 
the  success  of  their  business. 

HASSAN  AHM) 
Chief  Executive  Offi* 
Sonus  Netwo 
Westford,  Ma 

Hitting  Hollywood 

I  find  it  preposterous  that  Hollywo 
views  the  possibility  of  Blockbuster  en 
ing  revenue-sharing  deals  as  unfair  ("I 
Player,"  Sept.  3,  p.  60).  First,  the  film  wo: 
should  realize  that  business  is  busin< 
and  that  people  just  don't  hand  out  thir 
for  free.  Hollywood  is  lucky  that  it  r 
been  able  to  take  40%  of  video  reveni 
and  that  Blockbuster  has  continued 
carry  a  majority,  if  not  all,  of  the  mov 
produced,  given  their  dimimshing  quaL 
I  understand  the  life  of  a  starving  arl 
can  be  difficult,  but  some  actors  and  si 
dio  executives  should  take  Business  1 
to  see  how  the  world  really  works. 

MICHELLE  L.  GREC 
Chicago, . 

God  and  Politics 

Paul  Johnson's  vacuous  statements  in 
God-Fearing  White  House  Is  Safe 
(Aug.  20,  p.  37)  would  make  one  glad  tl 
he  is  British  and  not  part  of  a  U.S.  a 
ministration.  Does  he  really  think  tl 
Washington,  Lincoln  and  Eisenhowe 
accomplishments  were  brought  abc 
through  faith  rather  than  by  intelligent 
President  Bush  prayed  he  had  made  t 
right  decision  over  stem  cells.  The  Pre 
dent  would  have  been  well  advised  to  i 
facts  and  logic  instead  of  prayer  in  mz 
ing  his  unfortunate  ruling.  Our  counl 
will  be  poorly  served  by  leaders  who  de 
the  existence  of  fact  and  who  rely  on  t 
vacuum  of  "faith." 

C.  RICHARD  WEAV: 
Wooster,  Of 


Forbes 


Send  e-mail  to  readers@forbes.com  or  visit 
www.forbes.com/letters.  Letters  will  be  edited. 
Please  include  address  and  phone  number. 


In  1792  James  Madison,  the  Father  of  the  Constitution, 
wrote  in  the  National  Gazette:  "As  a  man  is  said  to  have 
a  right  to  his  property,  he  may  be  equally  said  to  have  a 
property  in  his  rights."  This  connection  of  property  rights 
to  human  liberty  formed  the  moral  basis  of  the  free 
enterprise  system. 

Propeny  as  understood  by  Madison,  "embraces  everything 
to  which  a  man  places  a  value  and  has  a  right,  and  which 
leaves  to  everyone  else  the  like  advantage."  Madison 
emphasized  these  words  to  press  home  an  important 
point:  in  a  free  society,  fairness  breeds  peace. 

The  dominant  understanding  of  rights  today  is  radically 
different.  One  of  Americas  leading  constitutional  law 
professors,  at  one  of  Americas  elite  universities,  illustrates 
the  difference  when  he  cites  "a  constitutional  right  to  a 
decent  level  of  affirmative  governmental  protection 
in. ..health  and  housing,  work  and  schooling."  In  brief, 
"rights"  has  come  to  mean  "entitlements." 

This  new  understanding  is  revolutionary.  Unlike  Madison's 
rights,  which  exist  by  nature  and  require  only  government 
protection,  entitlements  flow  from  government  and 
require  intrusive  bureaucracy.  As  for  society, 
since  entitlements  are  fueled  by  progressive 
taxation,  fairness  is  undermined,  and  the 
resulting  competition  for  booty  spurs  conflict 

Entitlements  came  to  us  from  the  modern 
university,  where  Madison's  views  are  no 
longer  welcome.  But  there  is  a  college 
in  America  where  he  would  feel  at  home. 


Hillsdale  College,  founded  in  1844,  refuses 


INTELLECTUAL  PARIAH  ? 


federal  taxpayer  funding,  even  in  the  form  of 
student  grants  and  loans.  Over  150  years  ago,  its 
charter  document  connected  its  mission  to  the  cause  of 
civil  and  religious  liberty.  With  all  its  might,  it  serves  that 
mission  still  today. 

As  an  elder  statesman  in  the  1820s,  concerned  for 
Americas  future,  Madison  wrote  of  the  need  for  colleges 
that  would  cultivate  character  as  well  as  intellect,  and 
instill  in  young  citizens  a  deep  love  of  liberty  informed 
by  a  proper  understanding  of  limited  government. 

Education  is  powerful.  For  good  or  bad. 


Hillsdale 

COLLEGE 

800.535.0860 


Imprimis 


Hillsdale  and  America 

L*try  P  Arnn 


Hillsdale  College  publishes  a  FREE  national  speech  digest,  Imprimis,  which  addresses  topics  of 
importance  to  citizens  who  support  the  principles  of  individual  liberty  and  limited  government. 
Recent  issues  have  featured  Margaret  Thatcher,  Clarence  Thomas,  and  John  Stossel.  For  a  FREE 
subscription  to  Imprimis  or  to  learn  more  about  Hillsdale  College,  call  800-535-0860,  go  to 
www.hillsdale.edu,  or  write  to  Hillsdale  College,  Dept.  FB-36,  Hillsdale,  Michigan  49242. 


Both  are  there  for  you  to  provide 
comfort,  guidance  and  constant  reassurance 


Scott  Jones 
Schwab  Investment  Speci 
Walnut  Cree\,  CA 


Only  one  teaches  a  financial  workshop. 


Planning  Your  Financial  Future  Workshop.  Sure,  you  can 
count  on  Grandma  for  a  warm  hug,  but  financial  advice? 
Fortunately,  there's  Charles  Schwab.  With  workshops  that  offer 
just  the  expert  advice  you'd  expect  from  us. 

Objective.  Uncomplicated.  And  not  driven  by  commission. 

At  Schwab's  Planning  Your  Financial  Future  Workshop,  our 
experienced  Investment  Specialists  can  help  you  every  step  of 
the  way.  With  the  topics  that  matter  most  to  you: 

 •  Investment  Plans  

 •  Education  Savings  Plans 

 •  Retirement  Plans  

 •  Estate  Plans  

So  come  to  our  workshop.  And  walk  away 
knowing  you're  getting  the  kind  of  advice  you  can 
feel  very  comfortable  with. 

Call  us  to  sign  up  for  Schwab's  Planning  Your 
Financial  Future  Workshop  and  you'll  also  receive 
our  complimentary  planning  guide. 


diaries  schwab 


Call 

1-800-540-0086 

Click 

schwab.com 

Visit 

403  locations  nationwide 

c  2001  Charles  Schwab  4  Co.,  Inc.  All  rights  reserved.  Member  SIPC/NYSE  (0901-14646). 
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Wheeling  and 

dealing: 

H.  Ross  Perot. 


We  Should  All  Be  This  Liquid 

►  Petrus  Securities,  family  investment  arm  of  veteran  Forbes 
400  member  H.  Ross  Perot  of  Dallas,  is  challenging  an  Internal 
Revenue  Service  ruling  that  Petrus  in  1995  and  1996  deducted 
$6.6  million  of  interest  expense  incurred  to  buy  tax-exempt 
bonds — a  tax  law  no-no.  In  a  U.S.  Tax  Court  filing  outlining 
complex  investment  strategies,  Petrus  listed  more  than  $130 
million  in  1996  income.  It  says  that  only  taxable  bonds  were 
bought  with  borrowed  funds  and  that  any  tax-exempts  were 
acquired  separately  as  "liquidity  reserves"  to  support  compli- 
cated swap  contracts.  — Janet  Novack  and  W.P.B. 


Homeless  in  Sun  Valley 


►  Sun  Valley,  Idaho  resident  Ann  M.  Down  has  asked  a  local 
court  to  order  billionaire  Forbes  400  member  Craig  0.  McCaw 
to  sell  her  his  vacation  spread  in  trendy  Ketchum.  In  legal  pa- 
pers, she  says  it  was  agreed  in  April  she  would  pay  $7.4  mil- 

The  Perfect  Cliche  


lion  for  the  posh  Adams  Gulch  Road  proper 
which  includes  20  acres,  main  and  gu< 
houses  and  neighbors  like  Sam  Zell  and  Sti 
Wynn.  Down  tells  FORBES  she  was  inform 
later  that  McCaw  and  his  wife,  Susan,  w: 
live  in  Bellevue,  Wash.,  had  "changed  th< 
minds."  No  word  from  McCaw.  Because  s 
had  sold  her  own  home,  Down  says  she  w 
forced  to  rent. — Tim  W.  Ferguson  and  W.P. 

A  Little  Birdie  Told  Us  j 

►  Executives  may  be  surprised  that  their  g> 
handicaps,  plus  when  and  where  they  play 
recently,  are  online — no  password  i 
quired — at  www.ghin.com,  run  by  the  U 
Golf  Association.  Some  handicaps  we  saw:  Ste 
Ballmer,  15.4;  Warren  Buffett,  21.4;  Scott  M 
Nealy,  0.7;  Charles  Schwab,  6.4;  and  Jack  Wek 
7.8.  Now,  could  the  lists  of  dates  and  places  provide  sor 
clues  about,  say,  merger  negotiations?  — Monte  Bur 

Another  Boost  for  Headhunters 

►  In  Japan,  Shunji  Nakamura,  celebrated  inventor  of  the  blu 
light-emitting  diode  and  the  blue  laser,  is  suing  ex-emplo) 
Nichia  Chemical  for  $20  million,  claiming  he  was  not  paid  far 
for  the  invention.  This  is  panicking  other  Japanese  firms,  whi 
are  infamous  for  stiffing  inventors.         — Benjamin  Fulfc 

Half  the  Distance  to  the  Gold  Line 

►  New  York  Stock  Exchange  closing-bell  ceremonies  i 
Jan.  6, 2000  featured  National  Football  League  Commissior 
Paul  Tagliabue  and  hats  tossed  to  the  trading  floor.  The  ca 
seeking  crush  upset  hard-at-work  floor  broker  Kevin  S.  Kuntz, ! 
A  new  NYSE  hearing  examiner's  report  says  Kuntz  cursed  a: 
refused  to  stop  screaming  even  when  an  exchange  official 
asked.  Penalty:  censure  and  a  $7,500  fine.  — W.P.  \ 


In  helping  to  explain  away  bad  results,  a  number  of  mutual  funds 
Sebastian  Junger  book/movie  about  the  disastrous  convergence 


FUND  OR  COMPANY 

Avondale  Hester  Total  Return  Fund 

California  Steel  Industries 
Gabelli  Growth  Fund 
Gasel  Transportation  Lines 
J.B.  Hunt  Transport  Services 
IDEX  Great  Companies-Technology 
Janus  Enterprise  Fund 
Technitrol 

Wilmington  Large  Cap  Growth  Fund 


RESULTS 

lost  11.3%  in  2000 
first-quarter  loss  2001 
lost  10.6%  in  2000 
first-ever  loss  in  fiscal  200 1 
64%  earnings  drop  first  quarter 
lost  29%  six  months  to  4/30/01 
lost  27%  in  first  half  of  200 1 
91%  earnings  drop  second  quarter 
lost  15.9%  six  months  to  12/31/00 


or  companies  made  specific  reference  to  The  Perfect  Storm,  th 
of  adverse  weather  conditions  upon  a  fishing  boat.  —W.P. 

"STORM"  ELEMENTS  CITED 

high  interest  rates,  declining  corporate  profits,  global  weakness 

weak  demand,  low  prices,  high  utility  costs 

higher  oil  prices,  Fed  tightening,  declining  stock  prices 

"every  major  factor  pressuring  returns" 

less  business,  high  fuel  &  insurance  costs,  bad  used-vehicle  mark 

end  of  Y2K,  boom  of  Internet  IPOs 

rising  rates,  less  business  spending,  dot-com  problems 

slowing  economy,  capital  spending  cuts,  huge  customer  inventor 

monetary  tightening,  rapid  economic  slowing,  election  recount 
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JUKE  12,  2000 

The  Real  McCaw 

CRAIG  MCCAW'S  DREAM  OF  BUILDING  A  SECOND  TELECOMMUj 
cations  empire  even  bigger  than  his  first  has  become  a  nightm 
of  survival  in  a  collapsing  market.  In  the  16  months  since  we  p) 
filed  McCaw's  ventures,  the  stock  in  his  national  broadba 
provider,  Nextlink  Communications,  renamed  XO  Communis 
tions,  has  plunged  97%.  Shares  in  his  wireless  network,  Nex 
have  fallen  75%,  and  McCaw's  satellite  service,  Teledesic,  has  po 
poned  its  launch.  The  only  thing  unchanged  is  McCaw's  resol 
In  August  both  Nextel  and  XO  did  more  than  $1  billion  in  d» 
reductions  and  bond  buybacks.  — Quentin  Hat 


NOVEMBER  I,  1999 

All  the  REIT  Moves 

READERS  WHO  TOOK  OUR  ADVICE  AND 
bought  blue-chip  REITs  two  years  ago 
should  be  pleased.  The  seven  REITs  we 
recommended  have  since  returned 
52%.  Over  the  same  period  the  S&P  500 
fell  13%  and  the  Nasdaq  plunged  37%. 
Can  the  REIT  boom  continue  in  a  reces- 
sion? Doubtful.  But  these  stocks  have  a 
rich  dividend  yield. 

— Stephane  Fitch 

JULY  9.  2001 

Not  So  Fast 

NO  SOONER  HAD  OUR  ARTICLE  ON  THE 
revival  at  NCR  appeared  than  the  Day- 
ton, Ohio  computer  maker  announced 
that  its  second-quarter  earnings  were 
22  cents  shy  of  the  57  cents  most  ana- 
lysts had  expected.  At  a  recent  $37,  the 
stock  is  down  21%  from  the  beginning 
of  July.  Now  analysts  are  expecting  NCR 
to  earn  $1.69  this  year,  a  28%  plunge 
since  last  year.  A  slowdown  in  tech 
spending  dealt  a  body  blow  to  NCR's 
rapidly  growing  Teradata  division, 
which  creates  data  warehouses  to  help 
big  companies  manage  and  analyze 
customer  data.         — Paul  Klebnikov 

OCTOBER  2,  2000 

Still  Hungry 

A  YEAR  AFTER  OUR  STORY  ON  ROYAL 
Ahold's  aggressive  expansion  strategy 
in  the  U.S.,  the  Dutch  grocer  is  still 


making  deals.  In  September  it  agreed  to 
buy  Deerfield,  111. -based  Alliant  Food- 
service for  $2.2  billion.  Also  in  Septem- 
ber Ahold  swallowed  up  Bruno's,  the 
Birmingham,  Ala. -based  grocery  chain, 
for  $500  million.  The  company  expects 


U.S.  revenues  to  jump  from  $28  bi 
last  year  to  a  projected  $43  billion 
year.  Worldwide,  Ahold  has  more 
doubled  its  sales  in  two  years,  to  $5C 
lion  last  year,  and  it  forecasts  sales  n 
of  $70  billion  next  year.   — Deborah 


FLASHBACKS 


80  YEARS  AGO  IN  FORBES/OCTOBER  I.  1921 

F-Student  A-List  Edison  was  thrown  out  of  school  because  he  was  "too  stupid  to  lea 

Teachers  called  George  Westinghouse  a  dunce.  Frank  W.  Woolworth  probably  would  have  failed  to  pas 
grammar  school  graduation  test.  James  B.  Duke,  "the  tobacco  king,"  is  woefully  uneducated.  Georg 
Baker,  the  dean  of  American  bankers,  is  said  to  have  been  a  night-watchman  when  a  young  man.  Not  on 
twenty  of  our  foremost  men  of  affairs  had  risen  to  anything  like  eminence  at  35  or  even  40.  Almost  all  of  tri 
went  through  gruelling  experiences  before  they  reached  the  summits  of  success. 

40  YEARS  AGO  IN  FORBES /  July  I,  1961 

Mortgaging  the  Future  Just  around  the  corner  is  a  small  but  possibly  potent  i 

competitor  for  the  investor's  dollar.  A  mutual  fund  of  a  kind,  the  new  company  will  invest  not  in  stock! 
bonds  but  in  mortgages.  Its  name:  First  Mortgage  Fund,  a  closed-end  real  estate  investment  trust.  Its 
jective:  to  invest  its  funds  in  high-yielding  first  mortgages  and,  by  distributing  90%  of  its  net  income 
avoid  federal  corporation  taxes. 

Mortgage  REITs  have  been  on  a  boom-and-bust  ride  since  the 
1960s.  They  are  currently  posting  big  profit  gains  because  of  the 
widening  spread  between  short-term  interest  rates  and  yields  on 
mortgage-backed  bonds. 

30  YEARS  AGO  IN  FORBES/JULY  15,  1971 

Cutting  Edge  Competition  In  a  mar- 
ket environment  where  the  competition  that  introduces  a  new 
product  is  more  and  more  likely  to  be  as  big  and  tough  as  you 
are,  it  wili  be  ever  harder  for  Gillette  to  make  off  with  the  big 
share  of  the  profits  by  dint  of  sheer  marketing  muscle.  In  fact, 
unless  it  develops  a  new  knack  for  coming  up  with  important 
new  products,  it  could  well  need  all  its  marketing  strength  just  to 
stay  where  it  is. 

After  three  years  of  flat  sales.  Gillette  Chief  Executive  James  Kilts 
recently  said  that  the  company  had  not  paid  enough  attention  to 
its  midrange  brands  like  disposable  razors  and  basic  batteries. 


30     FORBES"  October  1,  2001 


Biotechnology 
is  helping  him 
protect  the  land 
and  preserve  his 
family's  heritage. 

"I'm  raising  a  better  soybean  crop  that 
helps  me  conserve  the  topsoil,  keep 
my  land  productive  and  help  this  farm 
support  future  generations  of  my  family." 

—  Rod  Gangwish,  farmer 

Biotechnology  is  helping  Rod  Gangwish 
to  grow  a  type  of  soybean  that  requires 
less  tilling  of  the  soil.  That  helps  him 
preserve  precious  topsoil  and  produce 
a  crop  with  less  impact  on  the  land. 
Preserving  topsoil  today  means  a 
thriving  farm  for  generations  to  come. 

Biotechnology  allows  farmers  to 
choose  the  best  combination  of  ways  to 
help  grow  their  crops.  It  helps  cotton 
farmers  use  fewer  chemicals  to  protect 
their  crops  against  certain  pests.  And, 
it's  helping  provide  ways  for  developing 
countries  to  better  feed  a  growing 
population.  And,  in  the  future,  it  can 
help  farmers  grow  better  quality,  more 
nutritious  food. 

Biotechnology  is  also  enhancing  lives 
in  other  ways,  helping  to  create  more 
effective  treatments  for  diseases  such 
as  leukemia  and  diabetes. 

Biotechnology  is  helping  create  solu- 
tions that  are  improving  lives  today, 
and  solutions  that  could  improve  our 
world  tomorrow.  If  you're  interested  in 
learning  more,  visit  our  Web  site  or  call 
the  number  below  for  a  free  brochure 
about  biotechnology  and  agriculture. 

Council  For 
Biotechnology 
Information 

good  ideas  are  growing 

1-800-980-8660 
www.whybiotech.com 


announcing 
Ia  radical  idea 

N  CONNECTED 


□ 


CONNECTED 
NTEGRATED  CRM 


Putting  your  customer  on  a  pedestal  is  a  nice  concept.  Putting  your 
customer  at  the  center  of  your  entire  operation  is  a  breakthrough.  And  at  the  center 
of  it  all  is  mySAP™  CRM.  The  first  and  only  CPvM  solution  that  integrates  seamlessly 
in  real  time  with  all  of  your  existing  business  processes  —  from  inventory  control  to 
data  warehousing  to  marketing  to  product  development  to  finance  to. .  .well,  you 
decide.  It  all  leads  to  increased  customer  value  and  back-end  efficiency.  P>ut  then, 
we  said  this  was  radical,  didn't  we?  Visit  sap.com  for  details. 


DREAM  ON" 


Please  resist  the  temptation  to  strut  into  your  meetings. 

A  Powerful  Notebook  built  for  those  who  mean  business.  The  GR  comes  loaded  with  all  the  t 
software,  and  connectivity  you  need  for  creating  killer  presentations,  finishing  projects  in  re< 
time,  or  simply  adding  some  flair  to  your  everyday  work.  And  the  best  part  is.  you'll  iook  good  doi 


KJ 


CR  Series  Notebooks 

Microsoft1  Windows  2000  Professional 

AT!  RAGE~  Mobility™  RADEON™  M  graphics  Chip  with 

8  MB  video  DDR  SDRAM 

Removable  20  GB3  hard  drive 

Integrated  10/100  Base-T  Ethernet 

Hot-swappable  multi-bay  with  CD-RW/DVD  combo  drive 

Sony  digital  video/audio  editing  software  package 

Dual  battery  capability 

1.4"  thin.  5.6  lbs.  light 

VGA  out/NTSC  video  out 

Windows-  XP  ready  PC* 

3-year  limited  warranty 

The  Ultimate  in  Connectivity 


Models 
CRJ70K 

Mobile  Intel'  Pentium''  lll-M 
Processor  I  GHz1 
14.1"  SXGA+  TFT  screen 
256  MB2  SDRAM  (expandable  to 
$2.999 


CRI50K 

Mobile  Intel*  Pentium*  lll-M 

Processor  866  MHz' 

14.1"  XGA  TFT  screen 

128  MB2  SDRAM  (expandable  to 

s2.599 


The  GR  comes  equipped  with  an  i.LINK"(IEEE  1394)  interface.  Memory  Suck]'  USB.  and  supports  W  ire 
LAN  capabilities.  Connect  to  an  array  of  business-related  peripherals  to  easily  transfer  and  s 
all  your  audio,  video,  and  data  files.  High  connectivity  means  higher  productivity. 

BUY  NOW  AND  GET  A  FREE  WIRELESS  MODEM  FROM  GOAMERICA 

When  you  sign  a  one-year  contract  with  CoAmerica's  wireless  Internet  service. 

Available  at  CDW.  Insight  Direct  Microwarehouse.  PC  Connection.  PCMall.  and  Zones  Incorpc 
To  find  a  reseller  near  you.  call  877-276-SONY  or  to  buy  now.  visit  www.sony.com/vaio. 


©20C1  Sonv  Eiecffonics  Inc  All  ngnts  reserved.  Reproduction  in  whole  a  apart  without  written  permission  is  prohibited  Prices,  specifications,  and  promotions  are  valid  only  in  the  US.  and  are  subject  to  change  without  notice.  Prices  and  promotions  do  not  include  applicable  p 
shipping  ano  handling.  Retailer  puce  may  vary.  Sony.  VAIO,  the  VAIO  logo,  the  Sorry  logo.  Memory  Slick,  i  LINK,  and  Dream  On  are  trademarks  ol  Sony  Intel,  the  Intel  Inside  logo,  and  Pentium  are  trademarks  or  registered  trademarks  of  wie)  Corporation  or  its  subsidiaries  in  the  United : 
o!te  countries.  Windows  is  a  registered  trademark  ol  Microsott  Corporation  in  the  United  States  and  othe:  countries.  All  olher  trademarks  are  trademarks  ot  their  respective  owners  'This  PC  meets  the  mr.irnum  hardware  requirements  io  run  Microsc*  Windows  XP  Hardware  drivers,  il  n 
are  arailable  tram  Sony  upon  the  release  ol  Windows  XP  Certain  software  product's)  included  with  this  computer  may  include  features  such  as  copy  protection  and  content  management  technology.  USE  OF  THE  SOFTWARE  PROOUCT(S|  REQUIRES  AGREEMENT  TO  APPLICABLE  V 
AGREEMENTS  AND  FULL  COMPLIANCE  WITH  APPLICABLE  PRODUCT  ACTIVATION  PROCEDURES.  Product  activation  procedures  and  privacy  policies  will  be  detailed  during  initial  launch  ol  the  software  producKs),  or  upon  certain  remstallations  o!  the  software  product's)  or  recrxiv 

computer,  and  may  be  completed  by  Internet  or  telephone  (loll  charges  may  apply). 'Glfe  or  MHz  denotes  micropiccessw  internal  clock  speed:  other  (actors  may  affect  application  performance  2MB  means  one  million  bytes  when  referring  to  hard  drive  capacity  Accessible  cas. 

.  5  .neare  one  billion  bytes  when  referring  In  hard  drive  capacity  Accessible  capacity  nay  vary.  '..LINK  is  a  trademark  ol  Sony  used  only  to  designate  that  a  product  contains  an  IEEE  1394  connector  All  products  with  an  i  LINK  connector  may  not  communicate  with  each  other  "i 
■.-  ■"■  >  purchase  ot  an  eligible  Sony  VAIO  notebook  and  enrollment  in  GoAmenca  s  12-month  sendee  plan  in  the  U.S.  only  Other  restrictions  and  early  cancellation  fees  may  apply:  wireless  coverage  not  available  everywhere.  While  supplies  last.  Valid  7/1/01-1/31/02  and  in  the  U 
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FACT  AND  COMMENT 


By  Steve  Forbes,  editor-in-chief 
"With  all  thy  getting  get  understanding" 


URGENT  CHANGE— I 


E  BUSH  ADMINISTRATION  HAD  BETTER  RECOGNIZE  QUICKLY 
it  it  is  in  a  deadly  rut  with  our  Mideast  policy.  The  State  De- 
rtment  still  practices  moral  equivalency  when  dealing  with 
Israelis  and  Yasir  Arafat's  Palestinians,  making  it  sound  as  if 
th  parties  are  equally  at  fault  for  the  violence.  Not  so.  Arafat 
iberately  instigated  and  abetted  this  semiwar  almost  a  year 
)  when  he  turned  down  the  most  generous  settlement  terms 
or  any  other  Palestinian  leader  is  likely  ever  to  get. 
Washington  must  understand  that  Arafat  doesn't  want  peace, 
survives  and  thrives  best  when  there  is  turmoil.  He  knows  he 
aldn't  last  politically  in  a  peaceful  environment.  Yet  Washing- 
persists  m  treating  Arafat  as  a  serious  potential  peace  partner. 
.  diplomats  repeatedly  rap  Israel's  knuckles  when  Jerusalem 
;ets  known  Palestinian  terrorists  for  elimination  or  tem- 
"arily  seizes  Palestinian  real  estate  following  a  terrorist  outrage. 
It's  high  time  the  U.S.  got  out  of  this  deadly  diplomatic  cul- 
sac.  We  should  move  our  embassy  from  Tel  Aviv  to 
ff  usalem.  We  should  cut  off  funding  for  the  Palestinian  Au- 
ccro;  trity,  saying  so  publicly  and  stating  our  reasons.  We  should 


give  the  Israeli  government  the  green  light  to  take  the  gloves  off 
and  break  the  backs  of  Arafat's  terrorist  cells.  The  Israelis  could 
do  the  job  within  two  weeks.  The  Palestinian  Authority  police, 
for  instance,  would  no  longer  have  arms,  and  any  terrorist 
leader  would  know  his  life  was  in  jeopardy.  Although  diplomats 
will  deny  it,  an  effective  Israeli  crackdown  would  reduce  the  vi- 
olence to  a  fraction  of  what  it  is  now.  Such  a  move  would  be  a 
shock  to  Arab  states  but,  perhaps,  a  useful  one.  It  is  no  use  for 
them  to  pretend  that  Israel  will  cease  to  exist.  They  should  know 
that  if  it  is  threatened,  Israel  will  respond  forcefully,  effectively. 

A  strong  Israeli  move  against  this  wave  of  terror  would 
lead  to  a  sullen,  cold  peace  in  which  nonviolent  Palestinian 
forces  could  develop  politically  and  economically.  This  would 
not  be  the  stuff  of  heartwarming  photo-ops,  but  it  would 
make  possible  the  process  of  semipeaceful  coexistence. 

What  is  Ariel  Sharon's  government  waiting  for?  Does  it 
really  believe  Palestinian  outrages  will  change  so-called  inter- 
national opinion  toward  Israel?  What  Jerusalem  shouldn't 
fear  is  a  destructive  reaction  from  Washington. 


URGENT  CHANGE— II 


JC  ABOUT  RUTS:  THE  U.S.  GOVERNMENT  REMAINS  IN  ONE 
fh  regard  to  the  International  Monetary  Fund.  The  $8  billion 
t  to  help  Argentina  is  the  latest  example.  The  agreement  only 
^s  time,  putting  off  the  day  of  reckoning.  It  doesn't  deal  with 
I  root  cause  of  Argentina's  crisis- — lack  of  economic  growth, 
j  A  few  months  ago,  when  Treasury  chief  Paul  O'Neill  went  on 
i)ut  not  liking  IMF  bailouts,  it  looked  as  if  he  might  shake  up 
(department's  and  the  IMF's  destructive  business-as-usual  ap- 
|ach  to  other  countries.  But  when  the  rhetorical  smoke  cleared, 
ping  had  changed.  (O'Neill  was  able  to  hide  behind  a  fig  leaf 
^entina  may  engage  in  another  bond-swap  program  to  extend 
jturities.  But  this  is  like  using  a  teacup  to  deal  with  a  flood.) 
!  If  Argentina  defaults  on  its  debts  or  devalues  the  peso,  neigh  - 
fing  Brazil  and  the  rest  of  Latin  America  will  suffer  the  finan- 
f  fallout.  Their  bonds  and  currencies,  already  shaky,  will  un- 
go  renewed  assaults,  and  their  economic  slumps  will  deepen. 
What  O'Neill  &  Co.  don't  grasp  is  that  the  best  way  to  re- 
b  Argentina's  stagnant  economy  is  to  slash  taxes  and  to 


formally  dollarize  its  economy.  Argentina's  economy  grew 
rapidly  until  the  mid-1990s  when,  in  the  aftermath  of  Mex- 
ico's peso  crisis,  the  IMF  forced  Argentina  to  raise  taxes.  That 
started  a  deadly  downward  spiral.  Slow  growth  meant  less  tax 
revenue,  so  the  IMF  told  Argentina  to  raise  taxes  some  more, 
which  meant  even  less  growth  and  smaller  tax  receipts. 

The  problem  is  not  Argentina's  level  of  debt.  As  a  proportion 
of  its  economy,  Buenos  Aires'  obligations  are  eminently  reason- 
able. Deficit  spending?  It  hardly  exists.  Recendy  Buenos  Aires 
agreed  to  slash  government  spending  and  cut  salaries  and  na- 
tional pensions  by  up  to  13%.  Can  you  imagine  the  U.S.  doing 
something  like  that  at  a  time  when  unemployment  is  approach- 
ing 20%?  It's  no  surprise  confidence  has  fallen.  Because  people 
doubt  Argentina  will  leave  the  peso  tied  to  the  dollar,  they  are 
cashing  in  their  pesos  for  dollars.  As  a  result  Argentina  is  getting 
killed  by  catastrophic  interest  rates.  Making  the  dollar  Argentina's 
legal  tender  would  rapidly  bring  down  these  crushing  costs,  and 
big-league  tax  cuts  would  get  the  economy  moving  again. 


BILL'S  LIFELINE 


|VS  STORIES  HAVE  FOCUSED  ON  THE  FED'S  BACKING  OFF 
laking  up  Microsoft.  What  the  coverage  obscures  is  an 
inordinary  change  in  attitude  of  many  Microsoft  com- 


petitors towards  Bill's  behemoth. 

In  the  past  most  of  Silicon  Valley  egged  on  the  govern- 
ment to  bash  Microsoft,  but  now,  ironically,  many  of  those 
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same  detractors  are  rooting  for  Microsoft's  success  with  its 
launch  of  the  Windows  XP  operating  system.  They  are  hop- 
ing this  super  software  will  help  juice  up  lagging  PC  sales. 


Instead  of  complaining  that  Gates  is  trying  to  dominate  1 
universe,  they  fervently  pray  that  an  XP  success  will  hi 
salvage  theirs. 


PAVING  THE  WAY  TO  PROGRESS 


CONCERN  ABOUT  AN  ENERGY  SHORTAGE  HAS  OBSCURED  AN- 
other  shortage — highways.  Contrary  to  what  California's 
Governor  Gray  Davis  may  think,  we  need  more  highway 
projects  in  the  future,  not  fewer.  Mass  transit  is  hideously  ex- 
pensive and,  in  most  cases,  too  rarely  used.  There  are  niches 
for  mass  transit,  such  as  links  to  airports,  or  in  cities,  like 
New  York,  where  there  is  an  extraordinary  density  of  people 
in  a  small  amount  of  space. 

Highway  construction  has  been  lagging  in  America. 
Clogged  Los  Angeles,  for  example,  has  fewer  freeway  miles 
per  capita  than  do  many  sprawling  urban  centers.  Highway 
planners  years  ago  did  not  foresee  the  extraordinary  expan- 
sion of  the  American  work  force  that  would  occur,  especially 
with  so  many  women  entering  its  ranks. 

The  private  sector  should  be  mobilized  to  build  some- 


thing that  hasn't  been  built  for  a  long  time  in  America — p 
vately  financed  tollways.  That  way  we  would  see,  as  we 
elsewhere  in  the  economy,  innovations  in  the  construct! 
(why  not  elevated  highways?)  and  management  of  these  ci 
ical  arteries.  There  would  be  no  need  for  many  tollboot 
computer  chips  would  do  the  job  and,  unlike  the  E-ZP 
computerized  toll  system  used  in  New  Jersey  and  New  Yo 
motorists  could  drive  past  detectors  at  top  speeds.  Char; 
could  be  geared  to  hours  of  usage,  with  a  higher  fee  duri 
rush  hours  and  a  minimal  fee  the  rest  of  the  day. 

Some  groups  and  individuals  in  our  society  just  don't  1 
automobiles,  especially  big  SUVs,  even  though  highway 
tality  rates  continue  to  fall  and  vehicle  pollution  has  plu: 
meted  since  the  1970s.  But  we  shouldn't  let  such  snobbt 
snag  us  in  ever  more  congested  roadways. 


REVOLUTIONARY  WRITINGS 


The  American  Revolution:  Writings  From  the  War  of  Independence- 
edited  by  John  Pdiodehamel  (Library  of  America,  $40).  A  su- 
perb compendium  of  contemporary  documents,  di- 
aries, letters,  newspaper  articles  and  narratives  from 
the  American  Revolutionary  War  period.  These  were 
written  by  a  broad  array  of  people,  ranging  from 
George  Washington  to  Benedict  Arnold  (justifying 
his  treason — one  of  the  earliest  and  most  brazen 
examples  of  what  we  now  call  spin)  to  ordinary 
people  caught  up  in  extraordinary  events.  Once  you 
become  accustomed  to  the  period's  writing  style, 
you  get  a  you-are-there  view  of  this  incredible  con- 
flict. Eyewitness  accounts  strip  away  the  antiseptic 
sheen  the  war  has  acquired  over  time.  And  Washington's  extra- 
ordinary generalship  and  statesmanship  shine  throughout. 
Excerpt  /  have  one  objection  to  [the  Canadian  expedition],  which  is 
in  my  estimation,  insurmountable,  and  alarms  all  my  feelings  for  the 


true  and  permanent  interests  of  my  country.  This  is  the  introducti 
of  a  large  body  of  French  troops  into  Canada,  and  putting  them 
_____  possession  of  the  capital  of  that  Province,  attached 
them  by  all  the  ties  of  blood,  habits,  manners,  relig; 
and  former  connexion  of  government.  I  fear  this  woi 
be  too  great  a  temptation,  to  be  resisted  by  any  power 
tuated  by  the  common  maxims  of  national  policy ...  7  n 
heartily  disposed  to  entertain  the  most  favourable  set 

  merits  of  our  new  ally  and  to  cherish  them  in  others  t 

■Bfl|     Wr  reasonable  degree;  but  it  is  a  maxim  founded  on  the  u 
I JF     versal  experience  of  mankind,  that  no  nation  is  to 
trusted  farther  than  it  is  bound  by  its  interest;  and 
prudent  statesman  or  politician  will  venture  to  dep 
from  it.  In  our  circumstances  we  ought  to  be  particularly  cautious; 
we  have  not  yet  attained  sufficient  vigor  and  maturity  to  reco 
from  the  shock  of  any  fake  step  into  which  we  may  unwarily  fal 
— George  Washington  to  Henry  Laurens,  November  17 


RESTAURANTS:  GO,  CONSIDER,  STOP 

Here  is  the  distilled  wisdom  of  brothers  Bob,  Kip  and  Tim,  and  other  FORBES  eatery  experts 
Tom  Jones,  Patrick  Cooke  and  Monie  Begley. 


•  llo-Bryant  Park  Hotel,  40  West  40th  St.  (Tel.:  642-2255).  This 
is  a  wow!  Only  a  few  months  old,  Ho  is  already  producing  some 
of  the  best  food  in  town.  Unbelievably  delicious:  the  artichoke 
soup  and  the  grilled  sturgeon.  There  is  not  a  false  note  in  the 
menu.  Desserts  are  absolutely  up  to  the  standards  of  the  meals. 

Gallagher's  Steak  House-228  West  52nd  St.  (Tel.:  245- 
5336).  Wonderful  old-time  atmosphere  and  waiters  out  of 
central  casting  for  a  1930s  gangster  film.  But  the  food  has 
taken  a  nosedive.  Sirloin  steak  was  small  and  served  very 


well-done,  after  a  request  for  medium-rare;  Dover  sole  v 
dry  and  flavorless;  and  desserts  were  terrible. 

•  II  Postino-337  East  49th  St  (Tel.:  688-0033).  Excellent,  ecl< 
tic  Italian  cuisine,  with  dishes  from  all  regions.  It's  worth  the 
fort  to  listen  to  the  waiter  reciting  the  day's  long  list  of  specia 

•  The  Dining  Room- 1 54  East  79th  St.  (Tel.:  327-2500).  Attract, 
bi-level  space,  and  the  food  is  very  good.  Highlights:  pan-fried 
tichokes,  roasted  organic  chicken,  marinated  vegetable  salad,  a 
roasted  rib  eye  and  braised  ribs.  Desserts  are  mouthwatering. 
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This  man  has  seen  wireless. 


-  _  ■ 


It's  giving  him  the  updated  agenda  of  his  8  AM  meeting. 

Wireless  works.  Today.  AT&T  Wireless  has  developed  data  solutions  that  can  revolutionize 
!SSSBHHRKS3   the  way  you  work.  Access  real-time  information,  Internet,  intranet  and  e-mail 
from  coast  to  coast.  It's  more  than  phones.  It's  services  for  wireless 
ESS         devices  used  in  all  types  of  businesses. This  is  AT&T  Wireless,  leading  the 
■SSI      way  to  the  next  generation  of  data  communication. 


77-400-1  080 


AT&T  Wireless 

your  world,  close  at  hand.  a  1 1  w  ireless.com/busi  n  ess/  data 


rtant-lnformation 


Requires  credit  approval,  activation  fee,  annual  contract  and  a  compatible  wireless  device.  May  not  be  available  for  purchase  or  use  in  all  areas. 
■jtfliflJ  Jttwireless.com  for  coverage  information.  Additional  hardware,  software  and  charges  apply  for  some  offers.  Coverage  may  vary  due  to  customer  equipment  and  other 
rs.  Due  to  coverage  limitations,  information  may  not  be  accessible  at  all  times. The  amount  and  type  of  information  available  is  software  and  device  dependent.  Equipment 
/n  is  for  use  with  GPRS  service.  GPRS  service  is  only  available  in  a  small  number  of  cities.  Additional  terms  and  conditions  apply.  ©2001  AT&T  Wireless.  All  Rights  Reserved. 


ere  passionate  about  every  engine 

we  build.  Its  just  that  some 
make  our  hearts  beat  a  little  faster. 

Honda  engineers  and  their  machines.  It's  a  romance 
that  began  more  than  50  years  ago.  One  that  has  fueled 
our  dreams  and  our  product  designs  ever  since.  We  now 
build  more  than  11  million  Honda  engines  every  year.  Yet 
each  engine  shares  the  heritage,  dedication  and  passion 
of  our  unrivaled  racing  program. 

But  its  not  only  our  technology  that  finds  its  way  from 
the  racetrack  to  the  Hondas  and  Acuras  on  the  streets.  Its 
also  our  engineers.  Our  racing  program  serves  as  their 
classroom.  From  there,  they  apply  what  they  learn  about 
engines  and  innovation  to  other  Honda  products.  So  it 
should  come  as  no  surprise:  Every  time  we  start  a  Honda, 
it  sends  our  hearts  racing. 


HONDA 

The  power  of  dreams: 


R  COMMENTS 


Work  keeps  us  from  three  great  evils,  boredom,  vice,  and  poverty. 

—VOLTAIRE 


Not  the  Same  If  the  international  justice  system  is  to  have 
any  credibility,  it  must  recognize  that  there  is  no  moral  equiva- 
lence in  the  Middle  East  European  jurists  threaten  to  arrest  Israeli 
Prime  Minister  Ariel  Sharon  as  a  war  criminal.  But  they  avert 
their  eyes  as  children  are  killed  in  attacks  sponsored  and  planned 
by  terrorist  plotters  Yasir  Arafat  has  released  from  prison. 
Sharon  has  calibrated  Israel's  response,  targeting  those  who  di- 
rect the  terrorists  or  are  directly  engaged  in  violence.  He  should 
continue  to  show  restraint  But  the  world  should  recognize  that 
Israel  has  a  right  to  defend  its  people.  Arafat  must  be  reminded, 
repeatedly  and  insistently,  that  it  is  in  his  power  to  control  the 
violence,  and  until  he  does  no  peace  negotiations  are  possible. 

— Detroit  News 

Derailed  Perhaps  nothing  in  modem  history  has  absorbed 
as  much  creative  effort  as  finding  ways  to  derail  an  economy. 
Argentina,  the  current  crisis  poster-nation,  has  been  at  the  fore- 
front of  this  unfortunate  work  Its  economy  is  highly  politicized 
and  corruption  is  rampant.  Key  government  duties,  like  educa- 
tion and  infrastructure,  get  neglected.  Union  power  is  even 
more  damaging.  Permanent  employees,  in  both  the  private  and 
public  sectors,  typically  must  be  union  members.  All  in  all, 
every  dollar  in  salary  must  be  topped  off  by  another  50  to  80 
cents  to  unions,  government  and  various  social  plans.  When  the 
Irish  faced  their  economic  crisis  in  the  late  1980s,  one  marked 
by  a  soaring  debt,  they  cut  taxes  and  brutally  hacked  govern- 
ment spending.  Stimulus  from  deep  tax  cuts  boosted  economic 
growth.  Government  revenues  rose.  Ireland's  economic  miracle 
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had  begun.  Not  so  in  Argentina,  where  the  IMF  has  cut  off  tl 
growth  path  for  Argentina  by  insisting  on  more  taxes. 

— FRED  MCMAHO 
National  Post  (Canad 

Sensible  Spending  i  favor  the  policy  of  econonl 
not  because  I  wish  to  save  money,  but  because  I  wish  to  sa 
people.  The  men  and  women  of  this  country  who  toil  are  t] 
ones  who  bear  the  cost  of  the  Government.  Every  dollar  th 
we  carelessly  waste  means  that  their  life  will  be  so  much  t] 
more  meager.  Every  dollar  that  we  prudently  save  means  th 
their  life  will  be  so  much  the  more  abundant.  Economy 
idealism  in  its  most  practical  form. 

— CALVIN  COOLIDGE,  Inaugural  Address  (192 

Miles  Behind  From  1988  to  1998,  while  California's  poil 
ulation  increased  by  18%,  vehicle  miles  traveled  by  car  increasi 
by  30% — and  mass  transit  use  (despite  new  billions  in  spendu 
on  rail  systems)  remained  basically  flat  But  while  demand  f  I 
driving  exploded,  just  1%  was  added  to  freeway  lane-millt 
during  the  past  decade.  No  wonder  congestion  soared  froi  I 
197,000  daily  hours  of  delay  in  1988  to  418,000  hours  in  19S  | 
And  California  is  not  done  growing.  Over  the  next  20  years,  a  if, 
other  15  million  people  will  be  born  in,  or  move  to,  the  Goldi  I 
State.  Yet  last  year,  Governor  Gray  Davis  allocated  68%  ol  I 
$5.3  billion  congestion-relief  package  to  mass  transit  projec  :| 
While  mass  transit  is  needed  for  those  who  cannot  or  should  ni  i 
drive,  it's  unlikely  to  be  a  practical  alternative  for  more  than 
small  fraction  of  Californians.  California  urgently  needs  to  u] 
grade  its  freeways — not  build  more  mass- transit  boondoggles  L 

— ROBERT  W.  POOLE  Jl 
Reason  Public  Policy  Institul 

Wall  Street  Journ  I 

To  the  Manner  Born  Manners  are  of  such  gre|B 
consequence  to  the  novelist  that  any  kind  will  do.  Bad  mai  If 
ners  are  better  than  no  manners  at  all,  and  because  we  are  lo  v. 
ing  our  customary  manners,  we  are  probably  overly  conscioi  J 
of  them;  this  seems  to  be  a  condition  that  produces  writers 

— FLANNERY  O'CONNC 

Zut  Alors!  The  French  government  has  forbidden  civil  sel 
vants  from  using  the  terms  "startup"  and  "e-mail."  The  goal,  th< 
say,  is  to  limit  the  spread  of  English  words  through  the  Interne 

—CHARLES  OLIVER,  Reason 


b  Citi*  A'Advantage'  Business  Card  can  take  you  and  your  business  further.  You'll  receive  quarterly  and  annual  account  reports,  as  well  as  business 


counts.  And  since  American  Airlines  has  the  most  travel  partners,  you'll  earn  miles  that  can  take  you  to  more 


stinations.  Even  to  the  world's  most  secluded  stretch  of  sand.  Miles  that  take  you  further.  In  business. 


at  oft 

s. 

CMAH( 
•Qnai 

ttonoi 


To  apply  and  receive  7,500  bonus  miles,*  call  1-800-FLY-3000. 

Or  visit  aadvantagebusiness.citibank.com 


rruasp 
rincra 

lSDOH 


OFFICE  FURNITURE: 

Just  one  more  way  to  earn  A*Advantages  miles. 


ge  can  be  earned  only  by  new  Citi'  Platinum  Select'  Advantage  Business  cardmembers  approved  through  this  offer,  which  expires  6/30/03.  Miles  will  appear  as  a  bonus  on  a  subsequent  Off  Platinum  Select  Advantage'  Business  Card  statement  after 
base.  Miles  are  earned  on  purchases  only.  The  maximum  number  of  Advantage'  miles  you  can  earn  with  the  Citi'  Platinum  Select'  Advantage'  Business  Card  is  150,000  miles  per  calendai  year  (purchases  recorded  on  your  Jan.  ■  Dec.  billing  statements). 
II  Kinum  Select"  Advantage'  Business  Card  is  issued  by  Citibank  (South  Dakota).  N.A.  '02001  Citibank  (South  Dakota).  N.A.  Citi.  Citibank,  and  Citi  with  Arc  Design  are  registered  marks  of  Citicorp.  American  Airlines  Advantage  Executive  Platinum',  Advantage  Platinum* 
■age  Gold'  members  are  excluded  from  the  150,000  mile  limit.  American  Airlines',  Advantage',  Advantage  Executive  Platinum ,  Advantage  Platinum'  and  Aovantage  Gold  are  registered  trademarks  of  American  Airlines,  Inc.  American  Airlines  reserves 
pange  the  AAdvantage  program  at  any  time  without  notice.  American  Airlines  is  not  responsible  for  products  or  services  offered  by  other  participating  companies.  For  complete  details  about  the  AAdvantage  program,  call  1 800  88?  8880  or  visit  www  aa.com. 
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THE    STRAIGHT    GOODS    ON    e-BUSINESS  PLATFORMS 


> 


|E  WHOLE  e-BUSINESS 
THING  IS  A  FAD. 

ling  could  be  further  from 
■truth.  In  times  of  economic 
|nturn,  it  may 
prudent  to 
Ithe  whole 
[isiness  issue 
jhe  backburner. 
jit's  not.  Tough 
}s  call  for  speed, 
leness  and  agility 
than  ever.  The 
to  get  smart  and 
lement  e-Business 
tions  for  your 
Dmers  is  today. 

|E  INTERNET  CHANGES 
EVERYTHING. 

internet  does  not  change 
[/thing.  It  doesn't  change 
)usiness  rules  that  run  your 
)any.  Or  the  infrastructure 
re  spent  years  building.  Or 
lature  of  your  business.  Or 
need  to  generate  revenues 
Iprofit. 

nternet  is  obviously  a  critical 
of  any  e-Business.  But  the 
[net  is  only  a  common  set 
rotocols  for 
transport 
formation, 
low  well  you 
age  that 
[mation 
determines 
luccess  of 
I  business. 

IT'S  A 
INE-BRAND  WORLD. 

fnyth  surrounds  just  about 

significant  e-Business 
|orm  discussion.  Virtually 
purveyor  of  e-Business 
brms  touts  their  version  of 
[one-brand"  world.  Their 
i,  of  course.  Big  surprise. 

hase,  we  know  it's  just  not 
Countless  brands  compete, 


cooperate  and  commingle  inside 
your  company.  It's  laughable  to 
pretend  that  any  one  external 
organization  can  "standardize"  all 
the  various  protocols,  systems, 
components,  new  technologies, 
languages,  databases  and  vendor 
relationships  that  your  business 
depends  on  to  succeed. 

Our  open  e-Business  platform 
embraces  diversity.  Making  all  of 
this  stuff  work  together  is  what 
our  stuff  is  all  about. 

A  WEBSITE  IS  A  PORTAL. 
A  PORTAL  IS  AN  e-BUSINESS. 

Well,  not  quite.  A  website  is  not  a 
portal.  And  even  if  it  was,  a  portal 
is  not  an  e-Business. 

Portals  and  websites  along  with 
application  servers,  databases, 
customer  relationship  programs, 
automated  supply  chains,  an 
efficiently  connected  field  force 
and  the  rest  of  your  back  office 
are  all  vital  components  of  an 
e-Business.  It's  making  them 
work  together  that's  the  trick. 

Unless  data  has  the  ability  to 
travel  from  a  customer's  pager  to 
your  trusty  S390 
mainframe  and 
then  back  to  your 
customer  via  cell 
phone,  you  may 
very  well  have  a 
website,  but  you 
really  don't  have 
an  e-Business. 

Our  proven  e-Business  platform 
totally  delivers  this  end-to-end 
functionality.  It  integrates  every 
single  aspect  of  your  business. 
What's  more,  it  has  the  scalability 
to  constantly  integrate  your  new 
components  into  the  mix.  Like 
say,  10,000  brand  new  customers, 
for  example.  Or  a  new  CRM  app. 

Just  something  to  think  about 
when  people  offer  you  buzzwords 
instead  of  technologies. 


IF  AT  FIRST  YOU  DON'T 
SUCCEED,  THROW  SOME 
MORE  MONEY  AT  IT. 

Hah.  Very  funny.  But  still  a  popular 
belief  for  a  long  time.  Listen:  It's  all 
pure  poppycock.  The  real  e-Business 
solutions  deliver  real-life  business 
results.  By  that  we  mean  increased 
revenues,  reduced  costs  and  profit  to 
your  bottom  line. 

At  Sybase,  we  provide  e-Business 
solutions  among  the  FORTUNE  500,® 
to  the  largest  firms  on  Wall  Street, 
to  the  biggest  names  in  healthcare, 
to  the  world's  largest  computer  and 
networking  companies,  and  to  the 
biggest  players  in  Europe  and  Asia. 

We  lead  the  way  in  enterprise  portal 
technology.  We  strongly  dominate  in 
enterprise  wireless  solutions.  And  we 
have  some  of  the.  best  middleware 
integration  solutions  found  on  our 
planet. 

So  don't  throw  your  money  around. 
Look  for  an  ROI  that  has  a  sense  of 
immediacy.  Invest  carefully  based 
upon  proven  past  performance  and 
reasonable  expectations  of  return. 

IT'S  ALL  OR  NOTHING. 

The  Big  Bang  Theory:  You  need  to 
do  all  of  this  at  once.  Not  at  all  true. 

We  can  help  you  solve  the  problems 
you  have  today  while  simultaneously 
building  a  platform  that  can  solve 
tomorrow's  problems,  tomorrow. 

Implement  in  the  way  that's  right 
for  your  firm.  From  the  bottom 
up.  Or  the  top  down.  Component 
by  component.  It's  your  choice. 

Call  1-800-8-SYBASE  or  visit 
www.sybase.com/myths  and  we'll 
show  you  how.  Fact,  not  myth. 


I  Sybase 

Information  Anywhere" 


^2001  Sybase,  Inc.  All  rights  reserved.  All  trademarks  are  the  property  of  their  respective  owners. 


S    BETTER    WHEN    EVERYTHING    WORKS  TOGETHER. 


> 


AN    INDUSTRY  LEADER, 


AN    INNOVATIVE  OFFERING, 


AN    UNMATCHED    CUSTOMER    EXPERIENCE  — 

AND  IT  ALL  GOES  TO  CHARITY  To  make  the  greatest  impact 

on  the  causes  you  support  and  receive  an  immediate  tax 
deduction*  open  a  Giving  Account5"  with  the  Fidelity 
Charitable  Gift  Fund?"  Establish  an  account  with  an 
irrevocable  contribution  of  cash  or  stock,  and  with  the 
help  of  our  top  money  managers,  the 
value  of  your  gift  has  the  opportunity  to 
grow  tax  free.  You  also  have  the  free- 
|  Investments       dom  to  decide  when  you  want  to  rec- 
ommend grants  to  the  charities  you  care  about  most. 
We  constantly  work  to  simplify  the  giving  process,  while 
delivering  the  kind  of  responsive  service  that  has 
made  us  one  of  America's  leading  public  charities. 
To  learn  more  about  Fidelity's  Charitable  Gift  Fund,  call 
us  at  800-682-4438  or  visit  www.charitablegift.org. 


*Rules  and  regulations  regarding  tax  deductions  for  charitable  giving  vary  at  the  state  level.  Please  check  with  your  tax  advisor.  Tax  deductions 
discussed  herein  respecifically  to  federal  taxes. 

The  Fidelity  Charitable  Gift  Fund  is  a  public  charity  and  donor-advised  fund.  Various  Fidelity  companies  provide  investment  management  and 
administrative  services  to  the  Fund.  Charitable  Gift  Fund,  Giving  Account,  and  the  Charitable  Gift  Fund  logo  are  service  marks  of  the  Trustees 
cf  the  Fidelity  Charitable  Gift  Fund.  Fidelity,  Fidelity  Investments  &  Pyramid  logo  are  registered  service  marks  of  FMR  Corp.  used  under  license. 
145027  cgfconad-9/01 


COMMENTARY 


On  Events  at  Home  and  Abroad 

By  Lee  Kuan  Yew,  senior  minister  of  Singapore 


A  FATEFUL  MEETING  FOR  U.S.-CHINA  RELATIONS 


LSIDENT  BUSH  HAS  MET  THE  WORLD'S  MAJOR  LEADERS 
m  NATO,  Japan,  South  Korea  and  Russia.  But  his  en- 
ter with  China's  Jiang  Zemin  in  Shanghai  in  October  will 
of  great  significance.  East  Asia  is  the  region  with  the  great- 
potential  for  both  growth  and  conflict  in  the  21st  century, 
e  pace  of  China's  transformation  in  the  20  years  since  Deng 
oping  introduced  more  liberal  policies  shows  that  if  its 
ders  stay  on  course,  concentrating  on  education  and  eco- 
mic  growth,  China  by  2050  will  be  the  world's  second- 
gest  economy  after  the  U.S.,  though  its  per  capita  income 
ill  remain  considerably  behind  those  of  the  U.S.  and  Japan. 
President  Bush  has  shown  he  is  his  own  man.  He  has  "looked 
ussia's  President  Putin]  in  the  eye  [and]  found  him  to  be  very 
ghtforward  and  trustworthy."  I  know  President  Jiang  also  re- 
on  reading  a  person  by  peering  deeply  into  his  eyes.  Recently 
i  the  New  York  Times  Jiang  said  that  from  Bush's  voice  during  a 
one  conversation  he  "could  feel  that  he  was  a  president  I  could 
business  with."  When  Bush  looks  Jiang  in  the  eye,  I  believe  he 
1  sense  that  Jiang  wants  to  be  remembered  as  the  leader  who 
)dernized  China,  not  the  one  who  aborted  its  renewal  through 
iflict  Bush  should  encourage  Jiang  in  his  positive  historic  role. 


ympics  Helps  Peace 

bility  in  Asia  was  enhanced  when  Beijing  won  the  Interna- 
al  Olympic  Committee's  vote  for  the  2008  Olympic  Games. 
Jowing  April's  midair  collision  of  a  Navy  EP-3E  reconnais- 
ice  aircraft  and  a  Chinese  F-8  fighter  jet,  the  outlook  had  been 


gray.  The  first  sign  of  a  US.-China  thaw  was  when  the  White 
House  took  a  neutral  stance  on  China's  bid  to  host  the  Games. 

The  Soviet  Union's  invasion  of  Afghanistan  in  1979  led  to  the 
boycott  of  the  1980  Olympics  in  Moscow.  China  will  not  jeopar- 
dize the  success  of  the  Beijing  Olympics  by  engaging  in  a  clash  of 
arms  across  the  Taiwan  Strait.  Hence,  Taiwan's  IOC  representa- 
tive openly  supported  Beijing.  China  will  now  concentrate  on  its 
economy.  It  needs  to  create  new  jobs  for  the  millions  employed 
in  state-owned  enterprises  and  the  farming  sector  whose  jobs 
will  become  redundant  after  China  joins  the  World  Trade  Orga- 
nization. The  Chinese  will  sacrifice  much  to  show  the  world  they 
are  on  their  way  toward  a  renaissance.  China's  leaders  will  want 
to  show  the  world  the  progress  they  have  made  and  give  their 
people  greater  confidence  that  China  will  make  it  to  the  top 
rank  of  nations,  thus  consolidating  the  leaders'  legitimacy. 

But  there  will  be  no  lessening  of  China's  determination  to 
reunite  with  Taiwan.  The  arms  buildup  will  continue,  remind- 
ing Taiwan  of  the  heavy  cost  of  independence.  However,  the 
worldview  of  the  Chinese  people  is  likely  to  undergo  profound 
change  once  the  country  opens  up.  If  its  economic  growth  con- 
tinues at  6%  to  8%  a  year,  China  will  become  confident  that  it 
can  never  "lose"  Taiwan.  Trade  and  investment  between  the  two 
economies  will  explode  after  both  join  the  WTO,  and  by  2008 
they  will  have  become  so  intertwined  that  independence — and 
with  it  conflict — will  not  be  a  viable  option  for  Taiwan.  China 
will  see  no  need  for  force  when  gradual  and  inexorable  eco- 
nomic integration  brings  the  two  societies  together. 


A  PROMISING  START 


UTHEAST  ASIA  IS  IN  A  PERIOD  OF  SLOW  ECONOMIC  GROWTH 
d,  as  a  result  of  three  years  of  instability  and  erratic  policies 
der  presidents  B.J.  Habibie  and  Abdurrahman  Wahid, 
lonesia  is  the  worst  hit.  In  July  Megawati  Sukarnoputri  was 
rted  president.  She  carefully  balanced  the  interests  of  a  frac- 
as coalition  through  her  cabinet  appointments.  Her  choice  of 
!  bisters,  a  down-to-earth  speech  to  Parliament  and  her  public 
l  neanor  have  shown,  to  the  surprise  of  many,  that  she  is  in 
jnmand.  The  competent  technocrats  she  appointed  to  eco- 
rnic  ministries  persuaded  the  International  Monetary  Fund 
disburse  a  tranche  of  $400  million  it  had  been  withholding. 
|  Now  comes  the  hard  part:  The  president  must  put  a  stop 


to  lawlessness,  tackle  the  coupled  challenges  of  secessionism 
and  regional  autonomy  without  breaking  up  the  country 
and,  most  difficult,  reduce  corruption,  collusion  and  nepo- 
tism. Order  must  be  restored  if  investors  are  to  return;  oth- 
erwise the  economy  will  remain  stagnant,  and  democracy 
and  human  rights  will  have  little  meaning  for  Indonesians. 

President  Megawati  has  made  a  promising  start.  She  left  fa- 
vorable impressions  in  the  nine  ASEAN  capitals  she  visited  at 
the  end  of  August.  There  is  no  more  talk  of  her  being  manip- 
ulated by  smarter  aides  or  outclassed  by  political  opponents. 
Politically,  a  measure  of  stability  has  been  restored  to  Indone- 
sia, but  the  economic  challenges  remain  formidable.  F 


I  "FJf|f*hf>C  I   Lee  Kuan  Yew,  senior  minister  of  Singapore;  Paul  Johnson,  eminent  British  historian  and  author;  and  Ernesto  Zedillo,  former  president  of  Mexico; 
W  ^™"icom  I  in  addition  to  Forbes  Chairman  Caspar  W.  Weinberger,  are  now  periodically  writing  this  column.  To  see  past  Commentary  columns,  visit  our  Web  site 
at  www.forbes.com/commentary. 
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UP  FROM  HERE 


FEW  COLUMNS  AGO  I  NOTED  MY  BOTCHED  LANDING  AND 
bsequent  "off-runway  excursion"  through  the  buffalo  grass 
my  little  single-prop  Cessna  172.  Plenty  of  readers  wrote 
to  razz  me.  "Cessna?"  asked  one.  "Why  in  the  world  are 
u  flying  that  recycled  Pabst  can?  I  recall  last  year  reading 
iw  you  flew  in  a  princely  Beech  Bonanza  A36.  What  hap- 
ned  to  your  Bonanza?" 

Context  is  owed  to  you  who  do  not  fly.  The  Cessna  172  is 
e  world's  most  popular  airplane  and  has  the  safest  piston 
gine.  You  see  172s  everywhere.  Cessna  has  built  its  high- 
ng  putt-putt  since  1956.  But  it's  a  beginner's  plane.  Its  sex 
otient  is  equal  to  that  of  a  Salvation  Army  bugle.  The  Bo- 
nza  A36,  on  the  other  hand,  is  powerful  and  sleek — a  low- 
ing, 300hp  homecoming  queen  (the  dangerous  sort  who 
eaks  a  cigar  puff  now  and  then),  with  retractable  gear,  air- 
nditioning  and  other  fine  touches,  just  like  the  heavy  iron, 
te  A36  makes  your  soul  ache  it's  so  beautiful,  but  it  costs 
ree  times  as  much. 

Most  people  learn  to  fly  in  a  172.  Assuming  their  skills 
d  pocketbook  improve,  they'll  upgrade  to  something  like  a 
manza  A36.  But  I  did  the  opposite.  Last  year  I  bought  a  Bo- 
nza  and  learned  to  fly  in  it.  This  year  I'm  loitering  above 
lo  Alto  in  Uncle  Sluggo's  172.  Explain  this  curious  reversal, 
<ed  several  readers. 

Okay.  I'll  admit  this  curious  reversal  does  have  an  expia- 
tion. But  it's  a  highly  embarrassing  one.  I,  uh,  well,  I  fol- 
ved  my  own  stock  tips,  is  what  I  did.  Yes,  you  heard  me 
rfectly  well;  I  followed  my  own  stinker  stock  tips.  No,  I 
in't  buy  at  the  peak  in  March  2000.  I'm  not  that  daft, 
ther,  I  plunged  in  last  year  around  this  time.  Just  soaked 
n  up,  at  bargain  prices,  I  figured.  Worldcom,  Sun  and  Or- 
e  at  30,  Novell  at  8,  chips  of  every  stripe.  They're  once-in- 
;eneration  cheap,  I  told  my  friends.  Get  'em  now. 


ability 

l>w  do  you  go  from  a  $600,000  airplane  to  a  $180,000  air- 
[ne?  Simple.  Let  your  portfolio  evaporate  by  two-thirds, 
[en  adjust. 

Summer  rally,  where  art  thou?  You're  late,  you  skunk.  Sun 
Is  sunk  behind  the  trees  at  10.  Oracle  is  doubled  over  in  the 
ch,  clutching  its  side,  at  1 1.  Chips  are  being  carried  off  on 
tretcher  by  men  in  white  jumpsuits.  A  priest  has  been 
led  for  telecom.  Is  there  any  hope  at  all  in  tech? 
Actually,  yes.  Take  a  look  at  three  independent  data  points 
it  may  be  foreshadowing  a  late  2001  or  early  2002  rally: 
ohn  Chambers  of  Cisco.  Last  December  the  congenitally 


effervescent  CEO  began  to  have  a  very  public  panic  attack.  You 
are  forgiven  for  thinking  Chambers  was  suffering  flashbacks 
from  his  last  days  at  dying  Wang  Laboratories.  Suddenly  there 
he  was  on  TV,  the  very  picture  of  post-traumatic-stress  syn- 
drome, hands  waving,  fright  frozen  on  his  face,  telling  the 
world  that  the  Cisco  sky  was  falling.  "No  orders!  No  visibility! 
Inventory  pileups!  Yikes!"  Evidently  Chambers  had  turned  on 
his  computer  one  morning,  clicked  on  his  famous  CEO  dash- 
board-— reported  to  be  die  best  sales  forecaster  on  the  planet — 
and  had  spied  a  plague  of  locusts  eating  Cisco  sales.  That  was 
no  hallucination.  Chambers  saw  in  December  a  vision  of  hell 
that  everybody  else  in  Silicon  Valley  would  see  by  spring. 
Corporate  purchases  of  IT  had  fallen  off  a  cliff.  Just  like  that. 

Heading  into  the  fall  of  2001,  what  does  Chambers  now 
see  on  his  magic  dashboard?  Stability.  Cisco  sales  have  stabi- 
lized. Visibility  is  lengthening. 

•  Ed  Yardeni,  ace  investment  strategist  at  Deutsche  Banc 
Alex.  Brown,  says  corporate  spending  on  IT,  as  we  all  know, 
cannonballed  between  November  2000  and  June  2001.  But 
maybe  you  don't  know  this:  In  July  and  August  corporate  IT 
purchases  ticked  up — just  a  smidgen,  but  they  did  tick  up. 

•  A  friend,  who  happens  to  be  a  Silicon  Valley  tech  billionaire 
and  prefers  to  go  unnamed,  tells  me  that  from  1996  to  2001 
he  has  owned  only  two  liquid  assets:  his  own  company  stock, 
and  bonds.  Now  he  sees  an  opportunity  to  buy  public  tech 
stocks  on  the  cheap,  and  he's  doing  just  that.  In  late  August 
he  told  me:  "I'm  not  sure  we've  hit  the  bottom.  But  we're 
within  20%  of  it.  I'm  not  waiting — I'm  buying  now."  This 
50-ish  founder/CEO  has  made  three  fortunes.  The  actuarial 
tables  predict  he'll  make  another  three  before  he  retires.  I 
want  to  ride  with  him. 

Next  year  I  may  still  be  flying  a  Cessna  172,  or  a  paper 
kite  (if  Nasdaq  hits  1 100),  or  something  wonderfully  sleek. 
Go  tech  stocks,  go!  Stay  tuned. 

Carly's  Calculator 

Wall  Street  and  the  press  dumped  all  over  the  proposed  HP- 
Compaq  deal,  driving  HP's  stock  down  24%  in  four  days. 
Everybody  hates  this  deal.  But  consider  one  fact:  An  average 
house  (3  bedrooms,  2  baths,  'A  acre)  fetches  $1.5  million  in 
Palo  Alto,  HP's  home  base.  The  same  house  goes  for  $200,000 
in  Compaq-land,  in  Houston.  Ergo,  look  for  massive  layoffs 
in  Palo  Alto.  It  won't  be  pretty.  But  the  cost-savings  from  this 
merger  may  be  larger  than  most  skeptics  think.  F 


PY^fl'M^C  I  ^°  see  past  D'2i,al  "ules  columns'  visit  our  Web  si,e  at 
www.forbes.com/karlgaard. 
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LUXERONT 


lcdgsng  As  a  toy 
merchant,  Beanie  Babies  mogul 
Ty  Warner  is  a  genius.  As  a  hotel 
operator,  he's  got  a  lot  to  learn. 

BY  ELISA  WILLIAMS 

AS  THE  ECCENTRIC  FOUNDER 
of  the  company  that  makes 
Beanie  Babies,  H.  Ty  War- 
ner landed  as  a  billionaire 
on  The  Forbes  400  by  tak- 
ing extreme  measures  to 
guard  his  privacy.  No  signs  mark  the 
corporate  headquarters  in  a  Chicago 
suburb,  where  the  phone  is  unlisted 
and  the  address  is  a  post  office  box.  The 
secrecy  paid  off  by  creating  a  frenzy 
every  time  he  released  a  new  stuffed  an- 
imal, with  some — which  sell  for  $2.50 
at  wholesale — worth  as  much  as  $5,000 
at  the  peak  of  the  secondary  market. 

But  in  his  new  career  as  a  luxury 
hotelier,  Warner,  57,  is  learning  that  it 
pays  to  get  out  and  press  the  flesh.  Using 
some  of  the  wealth  acquired  from  ped- 
dling pellet-stuffed  knickknacks  like 
Diddley  the  Fantasy  Dog,  Warner  has 
spent  $472  million  in  the  past  two  years 
to  acquire  trophy  properties  that  in- 
clude the  Four  Seasons  Hotel  in  New 
York,  the  Four  Seasons  Resort  in  Mon- 
tecito  near  Santa  Barbara  and  the  San 
Ysidro  Ranch  south  of  Santa  Barbara, 
where  Jacqueline  and  John  F.  Kennedy 
honeymooned. 

Along  with  the  acquisitions  come 
headaches:  Lost  business  due  to 
Warner's  renovations  on  the  Santa  Bar- 
bara and  New  York  hotels  was  blamed 
for  a  quarter  of  the  2.3%  drop  in  U.S. 
operating  profit  margin  for  the  man- 
agement company  that  runs  Four  Sea- 
sons hotels.  And  now — perhaps  worse 
than  losing  money — Warner  has  to  lift 
his  veil  of  secrecy  to  appease  his  wealthy 


neighbors  in  Montecito  who  are  upset 
over  his  expansion  plans. 

"He's  turning  a  lovely  residential 
area  into  a  new  business,"  complains 
Richard  Shaikewitz,  a  retired  lawyer 
who  owns  a  house  near  the  Four  Sea- 
sons. Shaikewitz  was  surprised  one 
Sunday  in  July  to  see  Warner  bound 
from  his  car  to  admire  Shaikewitz's 
roses.  Though  he  can't  be  sure  if 
Warner  was  interested  in  his  garden  or 


if'he  was  just  cozying  up  to  a  gadfl 
the  impromptu  visit  made  an  impac 

"He  knows  if  you  want  to  get  som 
thing  done  you've  got  to  get  the  rigl 
people  on  your  side,"  says  Shaikewitz 

But  Shaikewitz  is  a  soft  touch  con 
pared  with  the  members  of  the  Cor 
Casino  Beach  and  Cabana  Club.  Tl 
64-year-old  club  across  the  road  froi 
the  Four  Seasons,  which  came  alor 
with  Warner's  purchase  of  the  resort, 
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tially  controlled  by  its  600  or  so 
mbers,  who  pay  up  to  $21,000  to 
1,  but  is  run  by  the  hotel,  which  al- 
'S  its  guests  to  use  it  on  a  limited 
is.  Members  include  former  Beach 
/  Bruce  Johnston  and  actor  Tim 
theson,  who  played  the  vice  presi- 
it  on  NBC's  The  West  Wing. 


to  compromise  with  Warner  and  take 
up  his  offer  to  renovate  the  building. 

In  between  is  Warner,  who  has 
staged  at  least  39  meetings  in  the  past 
year  with  the  club's  members  on  just  this 
one  issue.  He's  going  to  get  another 
round  of  grilling  before  the  various 
planning  boards  of  Santa  Barbara 


adise  lost?  Coral  Casino 
(ch  and  Cabana  Club. 

Warner  wants  to  spruce  up  both  the 
and  the  hotel  with  $100  million  in 
ovations,  including  an  oceanfront 
aurant  for  the  club.  But  while  the 
could  certainly  use  a  fresh  coat  of 
t,  the  idea  that  more  hoi  polloi  will 
pie  over  their  private  club  has  cre- 
a  civil  war  among  the  members 
put  Warner  on  the  defensive. 
On  one  side  is  Jacqueline  Roston, 
under  of  the  Coral  Casino  Preser- 
on  Committee,  a  collection  of  club 
bers  who  like  Warner's  money  but 
't  want  any  more  of  his  guests.  The 
up  hired  a  lawyer  and  has  kept  up  a 
age  of  criticism. 

I  would  prefer  to  see  the  club  torn 
he  ground  and  returned  to  the  coast 
the  ni  n  him  get  away  with  turning  it  into  a 
el  facility,"  Roston  seethes. 
On  the  other  side  of  the  battle  is 
uglas  Large,  a  lawyer  who  serves  as 
irman  of  the  Coral  Casino  Member 
mmittee.  Accusing  Roston's  dissi- 
lt  group  of  "poisoning  the  atmos- 
I  ire  at  the  club,"  Large  wants  the  club 


County,  one  of  the  toughest 
places  to  develop  in  the  coun- 
try. His  application  to  Santa 
Barbara  County's  planning  de- 
partment has  already  been 
bounced  back  with  a  request  for 
22  additional  items. 

Neighbors  also  aren't  en- 
thused about  Warner's  grandiose 
plans,  even  though  he  paid  $15 
million  for  his  own  house  in  the 
area,  which  he's  expanding  to  15,000 
square  feet.  Soon  after  he  bought  the 
Four  Seasons  he  paid  another  $16 
million  for  the  nearby  Arco  conference 
center,  a  corporate  retreat  for  the  oil 
company,  which  he  wants  to  convert 


into  a  new  "Breakers  Club  and  Spa." 

Candace  White  has  lived  next  to 
Arco's  rarely  used  tennis  courts  for  18 
years  and  fears  increased  noise  and  traf- 
fic if  Warner  gets  approvals  to  open  the 
place  up  to  paying  guests.  "When  I 
bought  my  house,  I  did  it  for  lifestyle, 
not  for  speculation,"  says  White.  "The 
idea  of  having  tennis  balls  bonking  all 
day  long  is  not  pleasant." 

It's  debatable  whether  enduring  all 
this  aggravation  will  pay  off  for  Warner. 
Fess  Parker,  the  folksy  former  actor 
who  played  Davy  Crockett  and  Daniel 
Boone,  has  run  his  own  Santa  Barbara 
resorts  since  1986.  To  pay  off  the  invest- 
ment of  $1.1  million  per  room  within 
the  usual  five  to  seven  years,  Parker  fig- 
ures Warner  would  have  to  charge  an 
average  of  $1,100  a  night,  nearly  four 
times  the  average  for  the  area.  The  same 
obsession  over  details  that  made 
Warner  so  successful  with  stuffed  ani- 
mals is  costing  him  a  fortune  in  the  real 
estate  business;  he  set  up  a  joint  venture 
with  a  university  just  to  develop  special 
swimming  pool  tiles  that  glisten  like 
water  (dubbed  "Tyles").  Warner's 
lawyer  says  he's  in  it  for  the  long  haul. 

"I  hope  he's  found  the  secret  to  a 
long  life,"  Parker  chuckles.  F 
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HE  STOCK  MARKET  SUFFERS  MIGHTILY.  CORPORATE 
profits  are  expected  to  drop  by  $130  billion  this  year 
from  the  year  before.  Coming  up  next:  plunging 
bonuses.  So  much  for  the  trickle-down  effect. 

The  number  of  investment  bankers  and  senior  exec- 
utives taking  their  bonuses  in  stock  and  options  has  sky- 
rocketed in  recent  years.  Those  balloon  payments  at 
bonus  time  early  next  year  are  going  to  take  a  nasty  tum- 
ble— and  perhaps  take  some  economic  growth  with 
them.  Expect  bonuses  to  be  $30  billion  less  in  early  2002, 
says  Goldman  Sachs  &  Co.  Goldman  should  know:  It  is 
likely  to  chop  the  bonus  pool  for  its  915  managing  di- 
rectors to  reduce  overhead  this  year. 

The  $30  billion  should  amount  to  1.5%  of  pretax 
household  income  during  early  2002.  It  is  bound  to  de- 
press prices  of  New  York  co-ops,  Hamptons  beach  houses, 
the  market  for  private  jets  and  other  executive  toys.  The 
stark  decline  means  there's  $30  billion  less  to  stoke  the 
coals  of  an  early  economic  upturn.  It  seems  unlikely  that 
President  Bush's  $300-a-head  tax  refund  will  do  much  to 
offset  that.  — Robert  Lenzner 
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OUTFRONT  

Slippery  Slope 

SKIING!  Locked  in  a  nasty 
price  war,  Vail  Resorts  and 
Canada's  Intrawest  are  just 
about  giving  away  lift  tickets. 
Enjoy  it  while  you  can. 

BY  DANIEL  FISHER 

SKIERS  WHO  COMPLAIN  ABOUT  THE 
ever-escalating  price  of  lift  tickets 
obviously  haven't  been  to  Colorado's 
Front  Range  lately.  Passes  are  going  for  as  lit- 
tle as  $7  as  Vail  Resorts  battles  Canada's  In 
trawest  for  command  of  a  market  that  draws  6  mil- 
lion skiers  a  year. 

Vail  should  be  leaving  its  rival  in  a  mist  of  powder.  In- 
trawest owns  just  one  Colorado  resort,  a  formerly  down-at- 
the-hills  ski  area  called  Copper  Mountain  that  drew  just 
under  1  million  visitors  last  year.  Vail  controls  more  than 
60%  of  the  market.  But  because  of  its  size,  the  U.S.  Justice 
Department  won't  let  Vail  expand  in  Colorado — opening  the 


way  for  Intrawest  to  bid  for  such  prime  prop 
ties  as  American  Skiing  Co.'s  Steamb< 
Springs  resort. 

Copper  Mountain  started  the  price  \ 
three  years  ago  by  offering  a  season  pass 
lowing  four  family  members  to  ski 
close  to  the  price  of  one.  Vail  responc 
by  throwing  in  two  of  its  mountains  p 
Arapahoe  Basin  for  $249.  Copper  lowe: 
the  stakes,  offering  four-day  passes  for  S 
and  driving  a  season  ticket  down  to  $20 
Adam  Aron,  Vail's  chief  executive,  if 
amused.  His  company  derived  91%  of  its 
cal  2000  sales  ($553  million)  from  resort  i 
erations,  versus  55%  for  Intrawest  (2000  sa 
1 5  million).  "I  just  can't  imagine  how  anybody  in  c 
industry  can  make  money  on  $7.25  lift  tickets,"  he  fumes. 

The  tiny  Berthoud  Pass  ski  area  couldn't.  Owner  Mai 
Cipriani  says  she  can't  afford  to  run  her  lifts  this  year  and  1 
asked  the  Justice  Department  for  an  antitrust  probe.  S 
Cipriani,  whose  dad  founded  Brazilian  airline  TransBra 
"There's  lots  of  people  complaining,  but  I'm  the  first  c 
with  the  guts  to  do  anything  about  it." 


Scapegoat 

energy  Enron's  problems 
seemed  to  be  solved  with  the  exit 
of  its  chief  executive.  Far  from  it. 


BY  DANIEL  FISHER 

MAYBE  ENRON  CORP.  HAS  A  KEN- 
neth  Lay  problem.  A  heretical 
thought,  given  what  this  guy  has 
done  to  transform  the  stodgy  gas  pipeline 
he  took  over  in  1986  into  something  far 
more  valuable.  At  a  current  price  of  $32, 
Enron  shares  are  up  fourfold  in  the  past 
ten  years.  But  lately  things  haven't  been 
going  well  for  Chairman  Lay,  59.  The 
stock  hit  a  high  of  $90  only  last  year. 

With  the  resignation  of  Jeffrey 
Skilling,  Lay's  longtime  chief  lieutenant, 
Enron  insisted  that  some  of  its  problems 
were  behind  it.  Lay  promised  to  clarify 
Enron's  famously  inscrutable  balance 
sheet  and  swiftly  advanced  Mark  Fre- 
vert  and  Greg  Whalley  to  the  "office  of 
the  chairman,"  squelching  concerns  of 
an  exodus  of  top  talent. 

But  investors  are  still  upset — and 
Skilling  alone  can't  take  the  rap.  Hous- 


ton-based Enron  is  selling  for  less  than 
the  valuation  of  just  one  of  its  assets  be- 
fore debt  and  taxes,  the  wholesale  energy 
trading  business,  says  Carol  Coale,  an  an- 
alyst with  Prudential  Financial  in  Hous- 
ton. (Trading  earned  $1.9  billion  pretax 
last  year  on  sales  of  $100  billion,  up  more 
than  fivefold  since  1997.  Market  cap  for 
the  whole  company  is  $24  billion.) 
Enron  was  once  worth  much  more  on 


sky-high  valuations  for  its  broadbi 
business — and  company  insiders  took 
vantage  by  cashing  out.  Skilling  was 
one  player  in  a  huge  rummage  sale  by 
executives,  who  sold  $660  million  in  stj 
since  1998,  most  of  it  by  exercising  lc 
priced  options.  Lay  was  a  big  seller,  tak 
in  $123  million  last  year  and  another 
million  this  year,  reports  Lancer  Analyl 
which  tracks  insider  sales.  Enron  says 
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It's  natural  to  want  to  be  comfortable. 


Because  all  our  eight  member  airlines  recognize  your  oneworld'"  Emerald  and  Sapphire  status,  you  can 
access  over  340  lounges  worldwide.  After  all,  oneworld  revolves  around  you. 


;sdler,ta 
[  anotha 


AmericanAirlines        AerLingus^i  British  airways  ^         d  Cathay  pacific 

FinnniK  E  IBERIA S  Chile 


nrQH  S3)    i  cab;n  and  selected  top-tier  frequent  flyer  customers.  Subject  to  the  terms  and  conditions  of  each  member  airline's  program.  Some  privileges  vary  between  oneworld  member  airlines  Each  airline  reserves  Ihe  right  to 
■  requent  fryer  program  rules,  regulations,  travel  awards  and  special  offers  and  to  end  its  frequent  ftyer  program  in  accordance  with  the  relevant  frequent  flyer  program  rules  oneworld  benefits  are  available  only  to 
on  scheduled  flights  that  are  both  operated  and  marketed  by  a  oneworld  member  airline  (marketed  means  there  must  be  a  onoworld  member  airline  lliqht  number  on  your  ticket).  Aer  Lingus,  American  Airlines, 
ys.  Cathay  Pacific,  Finnair,  Ibena,  LanChile  and  Qantas  are  all  trademarks  of  their  respective  companies 


DUTFRDNT 

executives,  several  of  them  now  gone, 
were  cashing  in  options  due  to  expire. 

But  the  sales  raise  questions  about 
the  kind  of  company  Lay  created  while 
turning  a  pipeliner  into  a  marketmaker 
to  the  world.  The  strategy  was  great  for 
insiders,  but  not  so  hot  for  recent  share- 
holders. Lay  encouraged  executives  to 
shift  cash  from  Enron's  boring,  low- 
growth  pipelines  into  more  exciting 
ventures,  sometimes  giving  the  division 
chiefs  a  chance  to  invest  in  them. 

While  wholesale  trading  has  been 
an  unqualified  success,  other  ventures 
have  cratered,  and  several  of  the  execu- 
tives who  ran  them  are  gone,  most  hav- 
ing cashed  in  millions  of  dollars  in  op- 
tions. Enron's  $6  billion  portfolio  of 


While  wholesale  trading 
has  been  a  success, 
other  ventures  cratered. 

international  power  projects  is  up  for 
sale  after  a  subpar  5%  return  on  invest- 
ment. Revenue  in  the  broadband  unit, 
on  which  Enron  lavished  more  than  $1 
billion,  shrank  to  $15  million  in  the  sec- 
ond quarter  of  2001  from  $151  million 
in  the  year-earlier  quarter.  The  water 
business,  Azurix,  crashed  soon  after  its 
initial  public  offering  last  year;  Enron 
bought  the  remains  back  from  share- 
holders for  $330  million  and  is  selling 
them  at  a  loss.  NewPower  Holdings,  an- 


other dud,  is  trading  at  $3.80  a  shi 
down  85%  from  last  October. 

This  isn't  the  first  time  Enro 
grand  transition  has  faltered.  Afte 
sharp  runup  in  the  early  1990s,  sha 
skidded  sideways  from  1993  to  19 
amid  concerns  about  Enron's  Dab 
power  plant  in  India — which  has  si: 
shut  down — and  a  disastrous  gas-p 
chase  contract  in  the  North  Sea. 

Skilling  helped  revive  Enron's  rej 
tation;  now  he's  gone.  Lay's  new  mi 
agement  team  looks  a  lot  like  the 
one.  Frevert  joined  Enron's  predeces 
company  in  1984;  Whalley  has  be 
Frevert's  number  two  since  1996.  Dc 
look  for  fresh  blood.  Lay  just  extenc 
his  contract  three  years  to  2005. 


f 


Performance  Anxiety 

hardware!  Wall  Street  jeered  at  the  HP-Compaq 
deal.  No  surprise,  given  the  record  of  big  deals. 

BY  QUENTIN  HARDY 

CARLY  FIORINA  HAS  A  SIMPLE  REASON  SHE  WANTS  TO  SPEND  $19 
billion  in  Hewlett-Packard  stock  to  buy  Compaq.  "It's  all  about 
delivering  value  to  customers  and  shareholders,"  the  HP  chief 
told  analysts  after  she  announced  the  deal.  Three  days  later  HP  had 
lost  $10.7  billion  in  shareholder  value.  Oops. 

Wall  Street  worries  that  HP  and  Compaq  won't  find  enough  cost 
cuts  in  their  slow-growing  PC  businesses.  HP  says  the  deal  isn't  really 
about  PCs,  and  the  two  companies  will  do  wonderful  things  in  soft- 
ware and  services.  But 
maybe  both  sides  are  wrong: 
The  real  question  is:  Why 
would  anyone  want  a  big 
merger? 

Look  at  several  indus- 
tries— drugs,  defense,  tele- 
com, cars,  whatever — and 
compare  how  the  merged 
companies  did  relative  to 
their  peers.  Most  of  the  time 
the  result  is  underperformance  by  the  merged  firm,  or  a  win  so 
tiny  as  not  to  justify  the  billions  in  legal  bills,  scuttled  brand  value 
and  executive  brainpower  spent  on  the  deal.  One  big  exception  is 
when  financial  institutions  Citicorp  and  Travelers  joined.  Those 
two  were  far  more  different  from  each  other,  though,  than  are  HP 
and  Compaq. 

Fiorina — who  still  has  work  to  do  on  her  first  priority,  fixing  HP — 
must  figure  she's  the  lucky  one  who  will  beat  near-impossible  odds. 
She's  hardly  alone:  With  29  of  history's  30  biggest  mergers  occurring 
since  1997,  lots  of  bosses  must  think  they'll  win.  F 


Returns  of  the  Naive 


Compaq's  Michael  Capellas,  HP's  Carly  Fiorina. 


Bosses,  bankers  and  lawyers  all  love  big  mergers. 
But  there's  little  for  shareholders  to  like. 


Companies:  Lockheed  Martin,  Martin  Marietl 
Merged:  March  16, 1995 
Stock  then  /  now:  19.19  /  40.01  (♦108%) 
S&P  Defense  Index:  +97% 

Companies:  Daimler,  Chrysler 
Merged:  November  17, 1998 
Stock  then /now:  91.63/42.90  (-53%) 
S&P  Auto  Index:  -23% 

Companies:  AT&T,  TCI 

Acquired:  March  9, 1999 

Stock  then  /  now:  41.92  / 18.82  (-55%) 

S&P  Telecom  Index:  -39% 

Companies:  Exxon,  Mobil 
Merged:  November  30, 1999 
Stock  then /now:  41.31/40.50  (-2%) 
S&P  Oil  &  Gas  Index:  +4% 

Companies:  AOL,  Time  Warner 
Merged:  January  11,2001 
Stock  then /now:  46.47  /  32.84  (-29%) 
S&P  Entertainment  Index:  -14% 

Companies:  Glaxo  Wellcome,  SmithKline  Beec 
Merged:  December  27, 2000 
Stock  then /now:  56.00/51.60  (-8%) 
S&P  Drug  Index:  -16% 

Companies:  Citicorp,  Travelers 
Merged:  October  8, 1998 
Stock  then /now:  17.72  /  45.84  (+158%) 
S&P  Bank  Index:  +18% 
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WE  DIDN'T  JUST  JUMP  ON  THE 
sIFRASTRUCTURE  BANDWAGON. 

WE  BUILT  IT 


ime  to  set  the  record  straight.  Long  before  our  competitors  even  added  the  word 
^structure"  to  their  vocabulary,  we  were  busy  creating  it.  Since  we  first  launched 
enterj  it  has  become  the  de  facto  global  standard  for  managing  eBusiness 
Hstructure.  But  we  didn't  stop  there-we're  also  the  world  leader  in  security  and  storage 
are.  Every  day,  our  software  handles  over  180  million  transactions,  protects  $50  billion 
re  transfers  and  stores  40  million  security  exchanges.  Expertise  doesn't  happen 
ight.  It's  taken  25  years  of  hard  work  and  leadership  to  get  to  be  the  best.  So 
we  say  you  can  trust  every  one  of  our  18,000  employees  around  the  world  to  deliver 

oftware  and  service  that  your  eBusiness'  success  depends  on,  we  really  mean  it.  Computer  Associates7 


iKlineft 


TOMORROW     WE  ARE  COMPUTER  ASSOCIATES     THE  SOFTWARE  THAT  MANAGES  eBUSINESS*  ca.com 


Computer  Associates  International,  Inc.  (CA).  All  trademarks,  trade  names,  service  marks,  and  logos  referenced  herein  belong  to  their  respective  companies. 


Oops, 

They  Did  It  Again 

M  i  s  c  u  e  s  !  Celebrities  have 
always  been  high-risk  endorsers. 
When  will  companies  learn  to 
do  a  little  homework? 

IN  AUGUST  SAM  ADAMS  BEER  HAD 
to  scrap  a  radio  ad  starring  Ben  Af- 
fleck after  the  actor  checked 
himself  into  alcohol  rehab. 
The  Boston-based  brewer 
might  be  forgiven  for  its  du- 
bious choice— Affleck  had  no 
prior  public  history  of  sub- 
stance abuse — but  these  other  compa- 
nies don't  get  off  as  easy.  — Kiri  Blakeley 

The  star:  Chrissie  Hynde 
The  brand:  Burger  King 
The  gaffe:  Despite  the  ani- 
mal rights  activist  leading  a 
protest  in  front  of  leather- 
selling  Gap  store  only  months 
before,  cow-flesh  peddler  Burger 
King  asked  to  license  her  music. 

The  star:  Jamie  Lee  Curtis 
The  brand:  Dewar's  White  Label 
scotch  (in  Spain). 
The  gaffe:  Dewar's  must  have 
missed  the  Larry  King  Live 
episode  where  Curtis  detailed 
her  former  substance  addictions. 

The  star:  William  Shatner 
The  brand:  Priceline.com 

The  gaffe:  The  aging  Trekkie 
revealed  on  48  Hours  that  he'd 
never  bought  an  airline  ticket 
through  the  site.  Neverthe- 
less, Priceline  still  uses  his 
voice  in  radio  ads. 

The  star:  Madonna 
The  brand:  Pepsi 

The  gaffe:  Apparently  unaware  of  her  ten- 
dency to  stir  things  up,  the  soft- 
drink  maker  paid  $5  million  for 
a  TV  tie-in  to  the  pop  vixen's 
hit  Like  a  Prayer.  Pepsi 
dropped  the  spot  after  one 
showing  due  to  protests  over  its 
"sacrilegious"  images. 


Chairman  of  the  Hoard 

compensation  It  used  to  be  that  severance  packages 
were  paid  when  bosses  got  the  boot.  Not  anymore. 

under   regulatory  scrutiny.  Thj 

SPECULATION  IS  RIFE  THAT  JOHN  month  three  top  executives  at  US  Ail 
Riley,  the  lackluster  head  of  ways  will  share  $45  million  in  sevej 
Cooper  Industries,  will  soon  sell    ance  pay  should  they  decide  to  qij 

the  airline,  even  though  the  deal  th 
triggered  the  payout,  a  sale  to  Unite 
Airlines,  was  aborted. 

Now  companies  don't  even  nea 
to  strike  an  agreement  to  initiate  e:n 
packages.  "It's  a  new,  hypersensiti' 
approach  to  payouts,"  says  Judii 
Fisher,  managing  director  of  Exec< 
tive  Compensation.  "Just  a  sniff  of 
deal  could  deliver  the  money." 

One  of  the  parachutes  easiest  \ 
inflate  is  strapped  to  Donald  Grabi 
of  Huffy  Corp.  He  would  get  $4.5  mi 
lion  if  he  quit  for  any  reason  follow 
ing  a  "change  of  control."  One  su<j 
change:  two  people  not  nominated  H 
the  company  join  the  board. 


BY  BERNARB  CONDON 

PECULATION  IS  RIFE  THAT  JOHN 
Riley,  the  lackluster  head  of 
'Cooper  Industries,  will  soon  sell 
the  company,  extract  a  fat  severance 
payment  and  retire.  But  the  60-year- 
old  needn't  wait  for  a  takeover.  He 
merely  needs  the  premonition  of  one. 
Thanks  to  a  new  ripcord  on  the 
golden  parachute,  Riley's  employ- 
ment contract  calls  for  his  options 
and  restricted  shares  to  vest  immedi- 
ately should  he  quit  for  "good  reason" 
following  an  outsider  purchase  of 
15%  of  the  Houston  company's  stock. 
His  total  windfall:  $9.2  million,  triple 
his  pay  last  year. 

Riley  isn't  alone.  Executive  Com- 
pensation Advisory  Services,  a  con- 
sultancy that  surveys  pay  at  150 
companies  each  year,  just  released  a 
list  of  22  Cooper-like  companies 
with  so-called  potential  change-of- 
control  triggers  for  severance  pay. 

Last  year  several  key  Sprint  execu- 
tives decided  to  quit  after  the  telecom 
giant  was  forced  to  vest  $1.7  billion 
worth  of  options  following  share- 
holder approval  of  its  sale  to  World- 
Com— a  damaging  exodus  given  that 
the  acquisition  eventually  collapsed 


Life  of  Riley 
No  sale,  no 
problem. 


Bolting  for  Bucks 


Chief  executives  worried  about  their  jobs  once  could  collect  severance  only  after 
getting  pushed  out  in  a  takeover.  Now  they  can  get  the  money  at  the  mere  hint  of  one. 


Company/Chief  executive 


Last  year's  pay1  Trigger 
($mil) 


Cooper  Industries/John  Riley 


$3.1 


Great  Lakes  Chemical/Mark  Bulriss 


0.9 


Outsider  buys  15%,  quits  for  "good 
reason,"  such  as  "adverse"  change  in  job 


Outsider  buys  10%,  quits 
for  "good  reason" 


Huffy  Corp/Don  Graber 


1.8 


Olin  Corp/Donald  Griffin 


1.2 


Verizon/Charles  Lee 


12.3 


Outsider  gets  two  people  on  board,  quits 
for  any  reason  within  two  years 

Outsider  buys  9.5%,  quits 
for  "good  reason" 

Outsider  buys  20%, 
quits  for  "good  reason" 


5.1 


30.( 


'Salary,  bonus,  restricted  stock  awarded  that  year,  long-term  performance  earned  and  vested  options  exercised.  Multiple  of 
salary  and  bonus  plus  unvested  restricted  stock  and  unvested  in-the-money  options.  Sources:  Company  proxies;  ECAS. 
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—  "Peace  and  quiet.  Awesome." 


' —  "No  unwelcome  surprises.  Sweet." 


—  "Casual  atmosphere.  Cool.' 


A  PERFECT  HOTEL  FOR 
THE  PERSON  PERSON. 


Your 

ere  is  si 
reserva 


btt  Awaits. 

|ybe  a  Courtyard  hotel  where  you  need  to  be. 
%2Mor  1-800-321-221  1,  or  visit  Marriott.com 


Retro  Wood 

c  a  r  s  In  the  struggling 
automobile  business, 
what's  new  is  old. 

BY  JOHN  TURRETTINI 

BY  THE  TIME  THEY  DIED  OUT  IN 
1994,  "woodies" — those  hoary 
station  wagons  with  fake  wood 
clapped  onto  their  flanks — had  be- 
come the  last  word  in  scorned  kitsch. 
But  seven  years  after  the  last  woody 
rolled  off  the  assembly  line,  automak- 
ers are  once  again  trying  to  make 
them  the  new  thing.  Several  new  ve- 
hicles will  be  sporting  variations  of  the 
faux-timber  look:  the  first  visual  up- 
date of  the  hit  Chrysler  PT  Cruiser, 
known  as  the  Woodie  edition;  Lin- 
coln's first-ever  pickup,  the  Black- 
wood, based  on  its  popular  Navigator 
SUV;  and  a  rumored  future  spinoff  of 


■  Chrysler  PT  Cruiser 
$17,660 

Clever  time  traveler. 

•  Lincoln  Blackwood 

$52,500 

Strange  take  on  old  glories. 

BMW's  Mini  concept 
Production  undecided 

Woody  goes  high  tech. 


BMW's  stylish  new  Mini. 

The  cars  hark  back  to  a  classier  era 
in  automotive  design  when  gleaming 
chrome  mixed  with  real  wood  in  post- 
war station  wagons.  The  Woodie 
Cruiser's  blend  of  classic-looking 
wood  and  retro  styling  is  strongly 
reminiscent  of  the  1948-51  Ford  wag- 
ons. Those  cars,  the  emblem  of  Cali- 
fornia surfers,  were  legendary  less  for 
surfboard  stowage  than  for  trysts. 
(Surfers  dubbed  them  "Daddy's  worst 
nightmare.")  The  Woodie  Cruiser  will 
sell  for  $900  more  than  Chrysler's 
standard  PT. 

Lincoln,  on  the  other  hand,  seems 


to  be  playing  a  diss 
nantly  postmodern  b 
on  the  theme.  The  n 
Blackwood,  with  its  h 
ury-car  front  end  a 
sawed-off  proportio: 
looks  decidedly  inco 
gruous.  As  for  t 
muddy,  gray-c< 
ored  wood  tr 
wraps  around  I 
bed,  it  fails  Li 
coin's  stat 
goal  of  being  hist< 
evocative. 
BMW  is  contemplating 
updated  Mini  Traveler  wagon  ( 
1960-69)  by  replacing  the  old  ca 
real  wood  trim  with  brushed  al 
minum.  If  it  gets  the  green  light,  lo 
for  it  in  showrooms  from  2004. 

Whether  or  not  the  wood  rena 
sance  takes  off,  the  new  designs  sigi 
a  further  embrace  of  the  retro  trer 
that  spawned  the  New  Beetle  and 
born  Thunderbird,  as  well  as  the  M 
and  PT  Cruiser.  So  far,  the  retro  a 
have  proved  to  be  hits,  somethi 
Chrysler  and  Lincoln  surely  had 
mind  when  they  dusted  off  the  woa 
idea.  Crushed-velour  interiors  can't 
far  behind. 


Marxist  Pigs 


marketing!  Making  a  buck 
off  anticapitalist  rage. 

BY  JONATHAN  FAHEY 

PERSONAL  CHECK  DESIGNS 
range  from  sunsets  and 
puppy  dogs  to  race  cars 
and  college  mascots.  Even 
inane  phrases  like  "I  love  to 
travel!"  or  "Seize  the  day!" 
can  be  printed  on  checks.  But 
cently  there  was  nary  a  thing 
anticapitalist  with  a  checking  account. 

The  Cheque  Republic  has  changed  all  that.  The  Santa 
Cruz,  Calif. -based  outfit  recently  unveiled  "money  that  won't 
shut  up" — four  check  designs  that  will  put  a  smile  on  the  face 
of  every  Karl  Marx  fan.  Instead  of  Hallmark  saccharine,  these 
checks  are  emblazoned  with  phrases  like  "Wage  Slave"  and 


Flesh." 

npany  is  the  brainchild 
Weinstein  and  William  Ane 
proletarians  who  met  working 
Business  Wire.  "I  was  peev 
that  money  was  such  a  co 
trolling  interest  in  my  lif  \> 
says  Weinstein,  a  freelar 
graphic  designer  based  in  Broc 
n.  "I  work  so  hard.  Why  don 
have  more  money?" 
Anelli  was  in  the  same  boat.  A  p 
losophy  teacher  at  two  community  collej 
near  his  Santa  Cruz  apartment,  Anelli  was  oi 
raged  that  he  couldn't  afford  a  house  in  the  E 
area  on  a  teacher's  salary.  The  former  co-workers  each  p 
up  $3,500,  contracted  with  a  bank  stationery  outfit  to  pr 
checks  and  launched  a  Web  site. 

Is  there  a  touch  of  irony  in  this  pursuit  of  profit?  "It'1 
way  of  exploring  capitalism  from  the  inside,"  Anelli  says. 
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Chivas  200 


Lot  A/b.  24 


A 


rare 


guitar 


s>gned  by  The  Who 


Rare,  f> 


Us  still 


ecause 
intact. 


com 


■hp  Acura  CL  Type-S.  Whose  bright  idea  was  this?  Right  when  the  race-bred  V-6  VTEC™  engine  is  hitt 
stride,  the  4-wheel  double-wishbone  independent  suspension  is  carving  every  corner  and  the  Acura/Bose®  Music  3 

^2C01  Aoira  Division  of  American  Honda  Motor  Co..  Inc.  Acura.  CL  and  VTEC  are  trademarks  of  Honda  Motor  Co.,  Ltd.  Bose*  is  a  registered  trademark  of  Bose  Corporation.  Make  an  intelligent  decision.  Fasten  yoi 


Is  I 

lornl 


For  more  information,  call  1-80  «•  take  i  trip  to  acura.com. 
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BY  NEIL  WEINBERG 

TALK  ABOUT  A  PLAGUE  OF 
troubles.  E-Trade,  poster 
child  of  the  once-glitter- 
ing online  brokers,  suf- 
fered a  70%  drop  in  cus- 
tomer sign-ups  in  the 
June  quarter  from  a  year  ago.  Trading 
volume  fell  30%.  Total  customer  assets 
were  off  $8  billion.  With  revenues  likely 
to  drop  14%  to  $1.3  billion  for  the  fiscal 
year  ending  Sept.  30,  E-Trade  hopes  to 
roughly  break  even. 

The  online  brokerage  business  is  im- 
ploding, and  E-Trade  is  at  the  epicenter. 
More  than  100  online  firms,  a  dozen  of 
them  publicly  held,  now  scrape  for  busi- 
ness in  a  market  that  is  in  a  fundamen- 
tal pause  or,  worse,  is  suddenly  mature. 
An  industry  that  tripled  trading  volume 
in  a  little  over  a  year  through  March 
2000  has  suffered  a  catastrophic  reversal 
since  then.  After  booming  to  15  million 
accounts  by  the  middle  of  last  year,  cus- 
tomer growth  has  flattened  to  almost 
nothing.  Trading  is  off  50%.  A  shakeout 
looms.  The  1700  Nasdaq  spells  serious 
trouble. 

E-Trade,  no  longer  the  center  of  a 
charmed  industry,  suddenly  must  prove 
it  can  exist  in  its  own  right.  E-Trade's  3.8 
million  customer  accounts  and  $53  bil- 
lion in  customer  assets  would  make  a 
palatable  morsel  for  any  number  of  fi- 
nancial giants  with  the  bankroll  to  buy 
their  way  into  the  top  tier  of  online  fi- 
nance— Citigroup,  say,  or  J.P.  Morgan 
Chase,  or  American  Express.  Tasty  and 
cheap:  E-Trade's  total  stock  market  value 
is  all  of  $2.1  billion,  1.6  times  revenue, 
compared  with  3.9  times  revenue  for 
Schwab  and  2.5  for  the  online  brokerage 
industry  as  a  whole.  Its  stock  price  has 
fallen  68%  in  12  months  to  $6. 

That's  quite  a  comedown  for  the  guys 
who  ran  ads  in  1996  calling  on  the 


nascent  e-world  to  "Boot  Your  Broker." 
"Someday  we'll  all  invest  this  way,"  E- 
Trade  bragged,  serving  up  images  the  fi- 
nancial industry  had  never  before  seen. 
One  TV  spot  showed  a  doctor  standing 
over  a  prone  patient,  declaring,  "He's  got 
money  coming  out  the  wazoo!"  These 
days  E-Trade  is  more  worried  about  the 
money  flowing  out  of  its  own  accounts; 
it  is  trying  to  cut  $470  million  in  ex- 
penses this  year  (it  is  in  the  process  of 
shifting  to  a  calendar  fiscal  term)  and  has 
already  axed  360  contract  workers. 

Not  to  worry,  says  Christos  Cotsakos. 
This  Federal  Express  disciple,  who  be- 
came chief  executive  of  E-Trade  in 
March  1996  (just  as  it  was  launching  its 
online  trading  portal),  insists  the  firm 
has  moved  beyond  the  online  brokerage 
business  to  a  new  battlefront:  unified  on- 
line finance.  His  vision  is  simple.  Con- 
sumers are  drowning 
in  seven  to  ten  fi- 
nancial relationships 
apiece:  a  bank  around 
the  corner,  a  mortgage 
lender  across  the 
country,  a  credit  card 
issuer  in  Delaware  and 
so  on.  Few  investors 
can  see  the  whole  pie. 
Build  a  portal  that  puts  control  in  users' 
hands — and  then  try  to  sell  them  ever 
more  overlapping  services  when  they 
check  in  online,  extending  the  E-Trade 
franchise  into  a  panoply  of  investment 
products. 

Cotsakos  talks  of  "digital  financial 


media,"  services  unavailable  elsewhej 
at  prices  the  giants  in  the  offline  won 
can't  match.  Over  the  past  four  years  h 
has  used  E-Trade's  once-roaring  stock  ij 
acquire  ever  more  services,  offering  th 
nation's  top-yielding  certificates  of  di 
posit,  an  asset  management  arm  and 
cut-rate  version  of  the  "wrap"  accounl 
invented  by  old-line  brokers. 

"Change  the  rules  of  engagemer 
and  you  change  the  future,"  says  Co^ 
sakos,  a  Vietnam  veteran  partial  to  mili 
tary  metaphors.  "That's  why  we're  tr\ 
ing  to  obsolete  what  we're  doing  and  air 
where  the  industry  will  be  in  five  tl 
seven  years." 

Cotsakos'  expansion  will  make  c 
break  E-Trade  in  today's  unforgiving  erj 
vironment.  His  firm  now  pitches  its  orj 
line  trading  customers  on  money  mark* 
accounts,  mortgages,  asset  managemep 
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Christos  Cotsakos  turned  the  fevered  masses  on  to  E-Trading.  I 


c: ;  reinventing  his  firm  as  an  online  financial  supermarket. 
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E-TRADt 

and  loans.  Later  this  year  it  will  add  com- 
puter-packaged stock  portfolios  (of  the 
sort  pioneered  by  FolioFN)  and  then 
electronic  advice  service,  with  combined 
debit  and  credit  cards  to  follow.  The  idea 
is  to  have  clients  drag  and  drop  assets 
from  one  account  into  another  and  rely 
on  die  firm  to  work  tax  angles  and  figure 
the  chances  of  retiring  rich. 

"If  there's  a  killer  app  for  online  bro- 
kers, it's  their  ability  to  aggregate  finan- 
cial data  in  one  place,"  says  Gregory 
Smith,  an  analyst  at  J.P.  Mor- 
gan. "E-Trade  should  be  able  to 
do  it  cheaper  than  traditional 
brokers." 

The  potential  is  huge.  Only 
10%  of  next  year's  estimated 
$400  billion  in  gross  annual  revenue  for 
financial  services  will  come  from  online 
offerings,  but  it  is  a  lucrative  10%.  Inter- 
net investors  average  six  accounts  per 
household  with  primary  institutions, 
generating  $1 ,400  in  annual  revenue.  Yet 
E-Trade  averages  just  1.4  accounts  per 
customer  household  and  $480  in  yearly 
revenues.  Boost  that  by  one  account 
each,  Cotsakos  figures,  and  revenues 
could  rise  by  as  much  as  25%,  or  $300 
million. 

E-Trade  has  used  its  strength  in  on- 
line trading,  where  it  trails  only  Schwab 
&  Co.  in  volume,  to  catapult  E-Trade 
Bank  to  $13  billion  in  assets  in  18 
months.  It  is  now  the  largest  all- Internet 


bank.  "Wells  Fargo,  Citibank  and  Amer- 
ican Express  all  have  piddly  little  broker- 
ages," says  E-Trade  President  Jerry  D. 
Gramaglia.  "People  want  a  relationship 
with  a  brand,  and  at  E-Trade  emotional 
involvement  begins  with  brokerage." 

But  E-Trade's  grand  design  is  all  too 
easily  replicated  by  rivals  on  a  far  larger 
scale,  such  as  Fidelity  Investments,  which 
has  a  massive  $1.4  trillion  in  customer 
assets  and  promotes  itself  heavily  as  a 
one-stop  shop  for  financial  wares. 


is  whether  E-Trade  can  stay  on  the  bu 
ing  side  of  the  negotiating  table. 

E-Trade  traces  its  roots  to  1982,  loi 
before  the  Web  was  invented.  Found* 
as  Trade-Plus  by  physicist  William  Porti 
it  supplied  crude  terminals,  with  oran 
type  on  a  black  screen,  to  customers 
Fidelity  and  Schwab.  Porter  rebadged 
E-Trade  Securities  in  1992,  for  use  v 
America  Online  and  CompuServe.  Se 
described  as  "a  starter,  not  a  finisher,"  j 
sought  a  new  chief  executive  four  yea 


"Wells  Fargo,  Citibank  and  American 
Express  all  have  piddly  little  brokerages." 


Charles  Schwab,  whose  firm  leads  online 
brokers  with  $350  billion  in  online  assets 
(out  of  an  $800  billion  companywide 
total),  or  seven  times  E-Trade's,  said  re- 
cendy  that  his  company  needs  to  buy  a 
bank.  Archrival  Ameritrade  plans  to  add 
services  similar  to  E-Trade's  to  its  own 
bare-bones  pricing. 

Cotsakos  also  must  reshape  E-Trade 
at  a  time  of  industry  upheaval.  Schwab 
plans  to  lay  off  at  least  4,700  workers. 
CSFBdirect  (formerly  DLjdirect)  has  been 
delisted.  The  top  ten  players  already  con- 
trol 90%  of  the  online  action,  and  mid- 
size firms  are  disappearing  fast.  E-Trade 
itself  bought  Web  Street  in  August  for 
about  $30  million  in  stock.  The  question 


later  to  get  on  the  fledgling  Internet. 

He  chose  Cotsakos,  an  unlikely  ca 
didate  with  no  experience  in  financ 
Cotsakos  had  spent  most  of  his  career 
senior  management  at  Federal  Expre: 
A  chummy  leader,  he  shuns  ties,  runs  1 
4,000-person  business  from  a  cubicle  ai 
hosts  regular  "In  the  foxhole  with  Chr: 
tos"  chats  with  the  rank  and  file.  Fao 
with  poor  earnings  in  1996,  he  cut  r 
own  compensation  to  zero  rather  th; 
cut  staff.  E-Trade  is  the  only  big  onll 
broker  that  has  not  announced  layoffs 
the  past  year,  he  says  proudly,  glossii 
over  the  hundreds  of  workers  who  ha 
lost  their  jobs  in  performance  revie' 
and  outsourcing  cutbacks. 


The  Thundering  Herd  Beats  a  Hasty  Retreat 


After  four  years  of  heady  growth,  Internet  trading  is  down  and  account  growth  nearly  flat.  E-brokers  are  feeling  the  pain. 


Average  daily  trades  (mil)1 

Feb.  1996 
E-Trade  goes 
online,  joining 
only  two  other 
e-brokers. 


_ 

__ 

0.5 


July  1996 
Charles  Schwab 
introduces  an 
online  super- 
market of  1,100 
mutual  funds. 


Sept.  1998 
Merrill  Lynch 
retail  chief  John 
Steffens  calls 
Internet  trading 
"a  serious  threat 
to  American 
financial  lives." 


May  1999 
DLJdirect,  an 
e-brokerage  off- 
shoot of  Donald- 
son, Lufkin  & 
Jenrette,  raises 
$320  million  in 
public  offering. 


June  1999 
E-Trade  says  it 
will  buy  Tele- 
banc,  the  top 
Internet  bank, 
for  $1.8  billion. 


June  1999 
Merrill  Lynch  does 
an  about-face, 
says  it  will  offer 
!  trading. 


Jan.  2001 
Ameritrade 
to  cut  8% 
of  2,500 
workers. 


O.Wate 


Aug.  2001 

DLJdirect  successor  CSFBdirect  is  de- 
listed. Charles  Schwab  doubles  planned 
job  cuts  to  4,700.  TD  Waterhouse  posts 
loss  in  July  quarter,  plans  to  lay  off  9% 
of  work  force. 


Data  are  for  A.B.  Watley,  Ameritrade,  CSFBdirect.  E-Trade,  Charles  Schwab  T  0.  Waterhouse.  'Figures  for  T  D  Waterhouse  from  1997  4th  Q  and  for 
CSFBdirect  from  1998  2nd  Q.  figures  fot  CSFBdirect  include  1997  4th  Q  and  for  A.B  Wattey  from  1998  4th  Q  Source  Keefe,  Bruyette  &  Woods. 
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IF  YOU  COULD  PRINT  WHILE  YOU  SCAN, 
COPY  WHILE  YOU  E-MAIL, 
SCAN  WHILE  YOU  FAX, 
NO  DO  IT  ALL  WHILE  PRINTING 
P  TO  3X  FASTER. 


YOU'D  BEStaiLiNb  iuu. 


The  Xerox  Document  Centre  family  of  network  multi-function  systems  saves  you  the  most  time  and  money  by  delivering 
unmatched  productivity.  Our  uniquely  intuitive' screens  make  it  easier  for  anyone  to  print,  scan,  copy,  fax  -  and  now, 
m  even  e-mail  documents  from  our  Document  Centre  consoles.  Document  Centres  are  fast  because  they're  intelligent.-  So 
igent,  in  fact,  depending  on  the  Document  Centre  system  you  choose,  it  allows  you  to  use  different  functions  simultaneously  while 
ing  up  to  3X  faster  than  leading  competitors  in  its  class*  The  result  is  cost-crunching  productivity  that'll  have  everyone  smiling. 


SMILE.  NOW  YOU  CAN  LEARN  HOW  TO  LOWER  COSTS  AND  TAKE  YOUR  OFFICE  PRODUCTIVITY  TO  THE  NEXT  LEVEL  WITH  OUR  FREE 
"PLANNING  GUIDE  FOR  SENIOR  EXECUTIVES."  TO  GET  YOURS.  CALL  1  800  ASK  XEROX,  EXT.  369  OR  VISITWWW.XER0X.COM/SMILE 


THE  DOCUMENT  COMPANY 
XEROX 


Ipon  independent  testing  versus  leading  competitrve  products  conducted  by  BERTL  (Digital  Test  Lab)  Reports  dated  February,  2001.  XEROX,"  The  Document  Company*  and  Document  Centre*  are  trademarks  of  XEROX  CORPORATION, 
pdels  may  contain  some  recycled  components  that  are  reconditioned. 


Born  to  Greek  immigrant  parents 
and  raised  in  gritty  Paterson,  N.J.,  Chris- 
tos  Cotsakos  was  a  lousy  student.  Volun- 
teering for  the  Army,  he  packed  off  to 
Vietnam  in  December  1967  at  age  19  as 
a  fire-team  leader  and  was  wounded  in 
combat.  Now  53,  he  cites  Vietnam  as  the 
most  formative  experience  of  his  life  and 
his  management  mind-set.  Its  lesson: 
Never  go  halfway  into  anything. 

After  returning  from  Vietnam,  Co- 
tsakos earned  a  college  degree  in  New 
Jersey,  and  then  dropped  out  of  UCLA's 
drama  program.  Then  came  a  defining 
moment  in  his  career:  He  joined  Federal 
Express  as  a  temporary  cargo  handler  in 
1973  and  in  19  years  worked  his  way  up 
to  senior  management.  He  credits  an- 
other Vietnam  vet,  Federal  Express 
founder  Frederick  Smith,  with  teaching 
him  to  create  a  "closed  loop"  linking 
products,  branding,  information  and  fi- 
nance. He  left  FedEx  in  1992  to  work  for 

"We're  trying  to  aim 
where  the  industry 
will  be  in  five  to 
seven  years."  


the  ratings  agency,  AC  Nielsen,  and  met 
Porter  four  years  later.  A  breakfast  turned 
into  a  two-day  powwow  as  Cotsakos  de- 
tailed a  financial  jihad  and  cast  E-Trade 
as  the  main  actor.  "I  couldn't  believe  the 
guy — he  had  the  vision  I  wanted  to  see," 
says  Porter,  who  still  holds  a  2%  stake  in 
the  company. 

Cotsakos  left  a  seven-figure  package 
at  Nielsen  for  a  firm  that  had  been  online 
one  month.  It  was  doing  2,500  trades  a 
day  and  had  two  Internet  rivals.  Within  a 
year  175  competitors  would  leap  into  the 
game,  but  Cotsakos  got  the  early  jump. 
He  pushed  a  quick  public  offering  and 
vowed  to  build  a  firm  with  $1  billion  in 
annual  revenue  within  five  years,  with  at 
least  half  of  it  coming  from  sources  other 
than  trading.  (Done:  Nontrading  con- 
tributed 65%  in  the  June  quarter.) 

E-Trade  went  public  in  August  1 996 
at  a  split-adjusted  $2.63.  Rare  among 


dot-coms,  it  was  soon  solidly  profitable, 
earning  $18  million  on  $254  million  in 
revenues  in  1997.  In  the  summer  of  1998 
Cotsakos  announced  he  would  push  the 
firm  into  the  red  in  an  all-out  landgrab. 
Wall  Street  promptly  lopped  two-thirds 
off  the  stock.  He  was  undeterred.  "I 
learned  in  Vietnam,"  he  says,  "if  you're 
going  to  win  the  war,  you  have  to  engage 
all  the  resources  you  can." 

Starting  with  fewer  than  100,000  ac- 
counts when  it  went  public,  E-Trade 
more  than  tripled  that  to  346,000  by  the 
end  of  1997.  Then  it  doubled  the  rolls 
again  in  1998  to  735,000  and  added  more 
than  1  million  new  accounts  the  follow- 
ing year  and  an  additional  1.7  million  in 
2000.  E-Trade's  size  and  its  irreverent  ads 
have  positioned  it  among  the  Internet's 
elite,  with  Ebay,  Yahoo  and  Amazon. 

But  all  along,  Cotsakos  says,  he  knew 
E-Trade  would  have  to  move  past  its 
mainstay  of  online  trading.  Early  on  he 
envisioned  a  "financial  cockpit  to 
empower  people  to  know  what  to 
do  with  their  money."  He  began 
carrying  around,  in  his  wallet,  a 
now-dog-eared  plan  for  erecting 
an  online  financial  conglomerate. 
As  E-Trade  shares  soared  on  the 
dot-com  bubble,  he  used  the  in- 
flated currency  to  fund  most  of  a 
$3  billion  bill  for  16  acquisitions. 
He  spent  hundreds  of  millions  more  on 
product  development,  joint  ventures  and 
computer  systems  to  layer  on  and  cross- 
sell  new  services. 

In  1997  E-Trade  began  offering  mu- 
tual funds  and  the  first  online  invest- 
ments in  initial  public  offerings.  It  ac- 
quired a  stock-options  trading  service 
and  an  options-plan  management  firm. 
In  the  fall  of  1998  E-Trade  rolled  out  its 
first  financial  planning  portal,  Destina- 
tion E-Trade.  Seven  months  later  it 
bought  ClearStation  for  analytics  and 
chat.  E-Trade  moved  into  asset  manage- 
ment in  February  1999  and  set  up  a  bond 
center  four  months  later. 

Its  gutsiest  play  has  been  Telebanc  Fi- 
nancial Holdings,  the  online  bank  it  of- 
fered $1.8  billion  in  new  stock  for  in  June 
1999,  when  E-Trade  shares  were  happily 
humming  along  at  $40.  The  purchase 
price — 13%  of  E-Trade's  total  equity  at 


Laughing  All  the  Way 

E-Trade  has  brought  its  financial  rev- 
olution to  the  masses  with  cheek  and 
humor,  and  reflected  the  volatile  for- 
tunes of  e-traders  along  the  way. 


DINKY,  I  QUIT"  — MAY  1999 
Dweeb  quits  job  to  live  off  a  high- 
flying stock.  Lives  to  regret  it. 


JUST  A  GIGOLO— SEPT.  1999 

Kept  man  suffers  workplace  indignities 

over  failure  to  plan  his  financial  future. 


DANCING  MONKEY-JAN.  2000 
With  Nasdaq  aloft,  E-Trade  ribs  itself 
for  blowing  big  bucks  on  silliness,  ask 
investors  if  they're  doing  the  same. 


TieClasp.comjf 


DOT-COM  WASTELAND-JAN.  2001 
The  party's  over.  E-Trade  tells  viewers 
"It's  your  money"— as  in  "Use  it  wisely. 
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More  than  280  million  individuals.  More  than  a 
billion  lines  of  data.  More  than  a  trillion  data 
elements.  We're  talking  about  a  record  number 
of  records  -  even  for  the  U.S.  Census  Bureau. 
But  it's  not  just  the  counting  that's  important  in 
Census  2000.  It's  also  the  accuracy.  That's  what 
we  the  people  count  on  most.  So  we  can  know 
with  certainty  where  to  allocate  our  housing, 
services  and  government  funds.  Why  we  gain 
or  forfeit  our  Congressional  seats.  Who  makes 
up  our  nation's  demographics.  To  review  the 
accuracy  of  records  from  Census  2000.  the  U.S. 
Census  Bureau  chose  SAS:  Why?  We'll  let  our 
record  speak  for  itself.  Call  800-727-0025  or 
stop  by  www.sas.com/eensus.  To  learn  more 
about  the  U.S.  Census,  visit  wwwlcensus.gov. 


The  Power  to  Know,* 
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E-TRADE 


the  time — was  174  times  Telebanc's 
earnings  for  the  year.  "Everyone  said  it 
was  a  big  mistake  to  buy  Telebanc,"  Cot- 
sakos  says,  "but  it  was  only  a  fraction  of 
a  currency  so  highly  valued  [E-Trade 
stock]  that  it  would  have  been  a  huge 
leadership  mistake  not  to." 

TIR  Holdings,  which  E-Trade  bought 
that  August  for  $122  million  in  stock, 
brought  in  600  institutional  clients  and 
gave  it  a  foothold  in  clearing  trades 
across  borders.  Last  year  it  added  Pri- 
vate Accounts,  a  national  network  of 
money  managers.  In  February  E-Trade 
added  a  mortgage  arm,  buying  Loans- 
Direct. 

Some  45%  of  net  new  bank  accounts 
opened  last  year  came  from  existing  bro- 
kerage customers.  The  bank,  in  turn, 
more  than  doubled  its  share  of  E-Trade's 
total  revenue  (counting  only  the  net  in- 
terest income  as  "revenue")  to  26%  in 
one  year.  But  E-Trade  has  sacrificed  prof- 
its for  production.  The  bank's  net  inter- 
est margin — the  difference  between  its 
cost  of  capital  and  average  loan  rate — 
has  fallen  for  five  consecutive  quarters  to 
0.9%.  Raising  it  will  mean  shifting  from 
commodities  like  mortgages  to  auto 
loans  and  consumer  finance.  "We  don't 
have  the  capital  base  to  do  it,"  concedes 
banking  chief  Mitchell  Caplan. 

With  online  trading  languishing  and 
his  stock  in  the  tank,  Cotsakos  is  taking  a 
big  risk  building  tax  planning,  insurance 
and  credit  cards.  E-Trade  will  burn 
through  $190  million  in  cash  in  the  2001 


an  account.  "Nobody 
should  trade  this  way," 
said  one  angry  chat 
room  note,  spoofing  the 
firm's  own  slogan. 
Mark  Harpe,  a  38-year- 
old  architectural  intern 
in  Houston,  says  he 
closed  his  account  this 
year  after  the  firm  re- 
fused to  credit  him  for 
promised  airline  miles, 
got  his  e-mail  address 
wrong  despite  repeated 
calls  and  served  him 
with  sales  reps  so  clue- 
less he  hung  up  on 
some  and  called  back. 

For  Cotsakos,  "mar- 
ket share"  is  no  longer 
his  favorite  mantra;  now 
it's  building  relation- 
ships to  increase  "wallet 
share."  E-Trade  has  a 
long  way  to  go.  Its 
$17,500  average  cus- 
tomer balance  pales  next 
to  Schwab's  $106,000 
and  Merrill  Lynch's 
$180,000.  The  upside  is  that  its  clients 
tend  to  be  young  (late  30s,  60%  male) 
and  keep  only  a  fraction  of  their  assets  at 
E-Trade. 

Room  for  growth  abounds.  With  just 
61  sales  reps,  a  high-net-worth  unit,  Club 
E-Trade,  rounded  up  $1.3  billion  in  the 
June  quarter,  a  50%  rise  from  the  previ- 


"If  you're  going  to  win  the  war,  you  have 
to  engage  all  the  resources  you  can." 


fiscal  year — this,  despite  cutting  its  mar- 
keting budget  in  half  to  $250  million  and 
cutting  other  expenses  by  $220  million. 
Things  are  so  tight  that  employees  have 
even  been  asked  to  highlight  personal 
calls  on  company  cell  phones  and  pay  for 
them  separately. 

E-Trade  is  putting  the  squeeze  on 
customers,  too.  It  slapped  a  $15  fee  on 
660,000  accounts  of  less  than  $5,000 
with  fewer  than  two  trades  in  the  past 
six  months  and  now  charges  $50  to  close 
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ous  quarter.  Typical  balance:  $260,000, 
or  ten  times  the  average  E-Trade  account. 
Most  of  the  money  has  come  from  ex- 
isting customers. 

E-Trade's  options  management  busi- 
ness may  prove  to  be  a  secret  weapon, 
with  a  market  share  of  60%  and  3,500 
corporate  clients.  E-Trade  is  discounting 
fees  to  the  likes  of  Microsoft,  Boeing  and 
Oracle  for  the  right  to  steer  1  million  em- 
ployees seeking  information  on  their 
stock  options  through  the  main  E-Trade 


Leading  the  Jihad 

CHRISTOS  COTSAKOS  HAS  SERVED  AS  CHIEF  STRATEGIST, 
schmoozer  and  spinmeister  in  E-Trade's  rise  to  $1 
billion-plus  in  revenue.  Its  survival  now  depends  on 
how  he  adapts  those  skills  to  today's  realities. 

No  question,  Cotsakos  is  an  adapter  who's  bat- 
tled out  of  tight  spots  before— and  lived  to  milk  the 
episodes  for  every  last  drop.  He  makes  much  of  his 
Vietnam  combat  experience,  even  though  he  was 
in-country  only  three  months  and  spent  more  time 
in  Japan  recuperating  and  studying  tea  ceremony. 

Cotsakos  learned  the  importance  of  image  from 
his  days  as  a  UCLA  acting  student  and  a  top  dog  at 
market  research  firm  AC  Nielsen.  He  relishes  going 
over  the  thinking  behind 
his  TV  ads.  One  defense 
away  from  an  economics 
Ph.D.,  Cotsakos  also 
knows  E-Trade's  technol- 
ogy must  adapt  to  remain 
relevant.  "We're  about 
helping  people  get  more 
from  their  assets,  which 

involves  a  more  adult  Co*sakos  earnings  - 

form  of  jihad."  —N.W. 


portal.  "People  don't  understand  howfi 
it'll  be  someday,  converting  over  $  1 00  h 
lion  in  investable  assets,"  says  E-Tradfl 
chief  financial  officer,  Leonard  Purk 
"This  business  is  pure  honey." 

E-Trade  is  even  adding  bricks  to  i 
clicks.  It  has  10,000  ATMs,  acquired 
May  of  2000,  giving  it  the  nation's  large 
network  after  Wells  Fargo  ait 
Bank  of  America.  Seven  1 
Trade  Zones  will  open  in  Ta 
get  stores  by  the  end  of  til 

  year.  This  spring  the  compai 

opened  on  Madison  Avenue 
New  York,  the  first  of  five  planned  cit 
center  stores  in  the  U.S.  It  boasts  a  lat 
bar,  scores  of  high-resolution  flat-pan 
displays  and  a  studio  for  a  budding  1 
nancial  news  and  information  operatic 
that  serves  radio  and  the  Web. 

Starbucks  meets  Merrill  Lynch — b 
will  this,  Cotsakos'  latest  vision,  leave  ii 
vestors  enraptured  the  way  they  were 
those  euphoric  fin  de  siecle  days  of  t| 
Nasdaq?  He  has  little  time  left.  There's  ij 
more  money  coming  out  that  wazoo. 


I 


A  Conversation  With  Steve  Ale< 


Steve  Alesio, 
Senior  Vice  President, 
Global  Marketing, 
Strategy  Implementation 
and  B2B  E-Commerce 


Dun  &  Bradstreet  (D&B)  is  the  world's 
leading  provider  of  business  information 
and  has  been  enabling  business-to-busi- 
ness commerce  for  more  than  160 
years.  In  addition  to  helping  businesses 
reduce  credit  risk  and  find  profitable 
customers,  D&B  helps  clients  manage 
their  vendors  effectively. 


Q:  As  a  company  that  serves  the  supply  chain  sector,  what 
are  some  of  the  current  trends  you're  seeing? 
Alesio:  Much  like  every  sector  of  commerce,  purchasing  and  pro- 
curement also  are  accountable  for  ROI  and  the  bottom  line. 
Because  of  this,  many  managers  have  refocused  their  areas  as 
"for  profit"  departments.  Many  of  the  trends  we're  noticing  sur- 
round the  common  goal  of  making  smart,  cost-effective  decisions. 

Q:  How  do  Dun  &  Bradstreet's  tools  support  purchasing 
managers  and  supply  chain  executives? 
Alesio:  Dun  &  Bradstreet's  Supply  Chain  Solutions  address  the 
two  major  questions  facing  purchasing  and  supply  chain  execu- 
tives: Who  am  I  buying  from?  and  What  am  I  buying?  Dun  & 
Bradstreet's  tools  empower  strategic  supply  base  management. 
By  showing  customers  how  to  create  an  up-to-date  vendor  data- 
base, we  help  uncover  opportunities  for  vendor  reduction,  lever- 
aged spending,  risk  management  and,  for  larger  enterprises,  to 
negotiate  national  buying  agreements. 

Q:  So  data  management  is  the  key  to  strategic  supply  chain 

management? 

Alesio:  Sound  data  management  is  just  one  key  to  unlocking  the 
value  of  a  supply  base.  Every  company  maintains  some  type  of 
data.  The  dilemma  is  that  most  of  this  data  is  incomplete  and 
unstructured.  The  challenge  is  cleaning  up  that  data  and  turning 
it  into  meaningful  information.  Information  leads  to  knowledge 
and  in  purchasing,  knowledge  can  be  translated  into  actions, 
which,  according  to  our  statistics,  can  oftentimes  shave  5%  to 
15%  off  the  total  purchasing  expenditure. 

Q:  You  mentioned  risk  management.  Isn't  that  the  seller's 
concern?  How  does  it  factor  into  the  purchasing  process? 

y.  In  addition  to  credit  decisioning,  risk  management  also 
takes  into  account  a  company's  financial  performance.  Clearly,  if 


one  of  your  critical  suppliers  is  in  financial  stress,  you  nef 
know  about  it  so  you  can  plan  and  respond  accordingly. 

Q:  How  important  is  it  to  track  and  monitor  a  compd 
financial  performance  and  other  information?  How  freqti 
do  these  details  change? 

Alesio:  Supplier  data  is  extremely  fluid.  Dun  &  Bradstreet  ret 
more  than  1  million  changes  per  day  in  our  global  database 
million  businesses.  Ownership  changes,  legal  filings,  bank 
cies  and  many  other  events  occur  minute-by-minute. 

Q:  It  seems  that  new  e-procurement  and  supply  chain  n 
agement  technologies  are  able  to  handle  many  of  the 
issues  you've  discussed.  Is  this  correct? 
Alesio:  Technology  assets  can  help  in  the  supply  chain  proc 
but  without  the  proper  data,  companies  may  wind  up  escal 
many  of  the  problems  they're  hoping  to  remedy.  A  major  rr 
facturing  client  set  out  to  deploy  a  significant,  enterprise-wi 
procurement  system.  A  launching  point  in  this  effort  was  cle 
ing  and  aggregating  vendor  lists  residing  in  15  different  le 
systems.  D&B  was  called  upon  to  perform  a  process  called 
rationalization.  Simply  put,  it's  good  data  housekeeping.  Data 
nalization  is  a  preventative  measure  that  fosters  a  smoother 
gration  of  shared  database  files  throughout  an  organization 
cutting-edge  digital  supply  chain  solutions  are  marvelous,  bu 
mately,  they're  only  as  good  as  the  data  that  resides  within  tr 

Q:  What  technology  solutions  does  Dun  &  Bradstreet  of 
Alesio:  As  part  of  our  company's  aspiration  to  be  a  growth  c 
pany  with  an  important  presence  on  the  Web,  we  rece 
launched  the  D&B  Global  Access  Toolkit.  This  is  a  Web-bc 
pipe  into  the  D&B  global  database  that  uses  XML  standards 
Toolkit  allows  users  to  integrate  standardized,  global  data  into 
existing  applications  and  decision-support  systems.  For  la 
enterprises,  the  Toolkit  can  be  used  to  establish  global  busir 
practices,  including  vendor  and  procurement  managemen 

Q:  What  advice  would  you  give  to  customers  to  bej 
manage  their  supply  chain? 

Alesio:  Software,  automation  and  global,  standardized  pract 
address  only  some  of  the  issues.  Savings  and  efficiencies  > 
are  realized  by  maintaining  the  right  information,  which  lead 
better,  more  confident  business  decisions. 


ough  ready 

Rough  data  can  wipe  out  profits. 
D&B  Supplier  Reduction  Services 
standardize  data  and  help  deliver 
bottom  line  results. 

High-end  procurement  systems  alone  can't  save  your  company  money.  It  also  takes 
the  right  information,  at  the  right  time  with  the  right  tools.  Dun  &  Bradstreet's 
Supplier  Reduction  Services  and  D&B  Supplier  Assessment  Manager  (SAM) 
software  provide  a  powerful  solution  that  helps  manage  your  procurement 
data  more  profitably. 

D&B  Supplier  Reduction  Services  prepare  your  data  for  SAM  by  converting  multi- 
source  data  elements  in  your  files  into  uniform,  coherent  information.  Duplicates 
are  weeded  out  and  the  data  enhanced  with  information  from  D&B's  global 
database  on  over  63  million  businesses. 

The  result?  Your  procurement  systems  perform  as  promised  and  you  make  smarter, 
money-saving  buying  decisions.  To  discover  how  you  can  streamline  your  supply 
chain  and  enhance  your  overall  profitability,  call  now  for  a  special  limited  time 
offer*  on  D&B  Supplier  Assessment  Manager. 

1800  756  2674 

db.com 


Dun  &  Bradstreet 


iViva  la  Television! 


Several  big  media 
outfits  are  reportedly 
interested  in  Telemun- 
do. For  good  reason, 
but  in  this  segment, 
it's  a  seller's  market. 

BY  KERRY  A.  OOLAN 

EIGHT  YEARS  AGO  THE  VERY 
survival  of  America's  number 
two  Spanish-language  broad- 
caster, Telemundo,  was  in 
question.  Faced  with  an  un- 
bearable load  of  junk  bonds,  Hialeah, 
Fla. -based  Telemundo  filed  for  bank- 
ruptcy. Jump  to  today.  The  network  has 
become  the  hottest  media  property  on 
the  market.  Among  the  reported  suit- 
ors: Viacom,  NBC  and  AOL  Time 
Warner.  Price  tag?  Maybe  $3  billion. 

Telemundo  won't  comment  about  a 
possible  sale,  nor  will  the  putative  suit- 
ors. But  if  any  of  the  big  media  guns 
can  work  out  a  deal,  it  would  enter  a 
demographic  oasis  amid  what  for  now 
is  a  parched  advertising  landscape. 

During  the  1990s  the  country's  His- 
panic population  grew  58%  and,  at  35.3 
million,  has  eclipsed  African-Ameri- 
cans in  number.  Thirty  million  Ameri- 
cans speak  some  Spanish  at  home.  By 
2010  the  buying  power  of  this  group 
should  exceed  $1  trillion,  predicts  Stan- 
dard &  Poor's/DRI,  up  from  a  current 
$400  billion.  "We  have  a  market  that  for 
sure  is  going  to  continue  growing  at  a 
much  faster  pace  than  the  rest  of  the 
country,"  says  Jorge  Ramos,  co-anchor 
of  Univision's  flagship  news  program 
and  author  of  the  forthcoming  The 
Other  Face  of  America. 

Could  a  bunch  of  gringos  run  Tele- 
mundo? Sure.  Univision  Communica- 
tions, the  country's  largest  Spanish-lan- 
guage television  network,  is  controlled 
by  media-shy  billionaire  A.  Jerrold 
Perenchio,  son  of  an  Italian  vintner 
from  Fresno,  Calif.  Perenchio  speaks 


only  a  few  words  of  Spanish.  Hispanic 
Broadcasting  Corp.,  the  largest  Span- 
ish-language radio  group,  is  run  by 
non-Hispanics. 

So  is  Telemundo.  In  1997  Sony  Pic- 
tures Entertainment,  John  Malone's 
Liberty  Media  and  a  couple  of  buyout 
firms  spent  $700  million  to  take  Tele- 
mundo private.  Now  running  it  is  James 
McNamara,  an  Irish-American  who 
happens  to  be  fluent  in  Spanish.  "It's  al- 
ways a  surprise  to  investors  that  there's 
not  more  Hispanics  in  senior  manage- 
ment or  as  owners  [of  Spanish-language 
properties],"  says  Credit  Suisse  First 
Boston  analyst  Paul  Sweeney. 

The  selling  price  will  be  a  sticking 


synergies  in  a  bigger  media  giouj 
Those  could  include  better  distributioi 
ability  to  cross-sell  advertising,  perhap 
even  enhanced  production  capabilitie 

Any  new  owner  of  Telemundo  wi 
face  the  same  challenge  the  currer 
owners  face:  obtaining  better  program 
ming.  Univision  has  agreements  to  g< 
content  from  Mexico's  Grupo  Tele 
visa — the  world's  largest  Spanish-lar 
guage  media  group.  This  is  considere 
the  best  fare  around,  particularly  th 
syrupy  nighttime  dramas  called  novt 
las.  Telemundo  had  a  hit  novela  earli« 
this  year,  Betty  La  Fea  (Ugly  Betty),  bn 
Univision  bought  it  up. 

Which  perhaps  points  to  why  Tele 


point.  Viacom  spent  $3  billion 
acquiring  BET  Holdings  II,  par- 
ent of  Black  Entertainment  Tele- 
vision, in  January.  That  was 
about  21  times  operating  income  (in 
the  sense  of  earnings  before  deprecia- 
tion, interest,  taxes  and  amortization). 
Robert  Kricheff,  who  follows  Tele- 
mundo's  bonds  for  CSFB,  predicts  pro 
forma  operating  income  of  $100  mil- 
lion this  year  for  the  station  group. 
(The  network's  operating  income  is  not 
reported.)  That  would  give  a  $3  billion 
purchase  price  a  rich  multiple  of  30. 
But  Telemundo  might  benefit  from 


Star  turn:  The 
audience  for 
programs  like 
this  Univision 
staple  is  up. 


mundo  is  talking  to  various  sui 
ors:  to  deepen  its  own  pocket 
"Maybe  this  is  a  stalking  horse  t 
enhance  valuation  and  alloi 
much  larger  balance  sheet  leverage; 
speculates  Todd  Leavitt,  managing  d 
rector  of  Los  Angeles-based  Tuli 
Media,  which  does  packaging  and  f 
nancing  of  media  companies.  Leavi 
would  be  surprised  if  either  Sony  c 
Liberty  Media  would  want  to  sell  acce: 
to  the  emerging  strength  of  the  Hij 
panic  market.  All  the  more  reason  ft 
Sumner  Redstone,  Jeffrey  Immelt  arj 
Gerald  Levin  to  be  interested. 
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FIRST  IT  ELIMINATED  VINYL. 
THE  PHOTO  ALBUM  IS  NEXT. 


CD  Mavica 


Role  Reversal 

Japanese  business-computer  makers  are 
laying  workers  off.  IBM  Japan  is  hiring. 


BY  BENJAMIN  FULFORD 

■  N  RECENT  WEEKS  JAPAN'S  LARGE 
I  technology  companies  attracted  head- 
I  lines  around  the  world  when  they  an- 
nounced that  70,000  heads  would  roll. 
Lost  in  the  waves  of  pessimism  about  the 
future  of  Japan's  computer  industry  was 
an  announcement  by  IBM  Japan  that  it 
was  going  to  hire  12,000 
new  workers  over  the  next 
couple  of  years.  The  two 
events  are  not  unrelated. 

Last  year  Fujitsu  be- 
came the  last  Japanese 
computer  maker  to  quit 
making  IBM-compatible 
mainframes,  marking 
the  end  of  decades  of  as- 
sault on  IBM's  U.S.  mar- 
ket. Now  IBM  has  begun 
to  thrash  Japanese  com- 
petitors like  NEC,  Hi- 
tachi and  Fujitsu  in  their 
once-protected  $55  bil- 
lion home  market,  the  world's  largest 
outside  the  U.S.  for  systems  integration 
and  mainframe  computers. 

"The  Japanese  computer  makers  are 
losing  their  competitiveness  at  an  as- 
tonishing rate,"  says  Tadaaki  Mataga,  se- 
nior analyst  at  Gartner  Dataquest  Japan. 

In  the  first  half  of 2001  sales  of  servers — 
a  key  indicator  of  future  growth  in  overall 
systems  integration — have  risen  by  15%  at 
IBM  Japan,  while  those  at  NEC  and  Flitachi 
have  plunged  by  1 5%  and  24%,  respectively, 
according  to  Dataquest  At  the  same  time, 
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As  Heads  Roll 

Flushing  out  the  dead 
wood  is  going  to  push 
Japan's  unemployment 
rate  a  lot  higher. 

Japan's  unemployment  rate 

4.7%  5.0% 

3.2% 


'01 

Source:  Japan  government. 


even  though  longtime  leader  Fujitsu  grew  by 
5%  in  the  first  half  of  the  2001  fiscal  year,  IBM 
has,  for  the  first  time,  moved  into  the  lead  in 
sales  of  servers  in  Japan,  with  a  22.7%  share 
(to  Fujitsu's  17.8%).  Starting  from  a  much 
lower  base  than  IBM,  Hewlett-Packard  and 
Sun  Microsystems  are  also  gaining  on  the 
homegrown  companies  in  Japan. 

Much  of  IBM  Japan's 
success  can  be  traced  to  its 
willingness  to  bite  the  bullet 
back  in  1993,  when  it  be- 
came clear  Japan's  econ- 
omy had  stalled.  At  the 
time  IBM  was  widely  de- 
nounced in  the  local  media 
for  cutting  its  21,000  staff 
by  4,000  and  getting  out  of 
noncore  businesses.  Since 
the  purge  IBM  Japan  has 
had  nine  consecutive  years 
of  double-digit  growth,  ac- 
counting for  $12  billion  of 
the  parent's  $88  billion 
2000  sales  total. 

The  conquest  is  reflected  not  only 
in  Japan,  but  worldwide,  where  the 
Japanese  producers  tried  to  spread 
their  wings  but  fell  to  the  ground.  IBM 
wraps  together  the  world's  best  tech- 
nologies, like  supply  chain  manage- 
ment from  Europe,  Internet  banking 
from  the  U.S.  and  broadband  technol- 
ogy from  Korea. 

"While  the  Japanese  are  still  trying  to 
catch  up  with  e-business  solutions,  IBM's 
salesmen  are  already  talking  about  next- 


System  crashing:  Chiefs  of  Fujit; 
Hitachi  and  NEC  must  reprogran 
their  ways  of  doing  business. 

generation  broadband  Interr 
solutions,"  Dataquest's  Mata 
B  says.  Falling  protectionist  bar 
mm a  ers  in  Japan  have  helped 

A  Belatedly,  NEC,  Fujitsu  ai 
M  Hitachi  are  stirring.  Having  i 
m  alized  they  are  spread  too  thir 
across  too  many  product  lin» 
almost  none  of  which  they  dominai 
they  have  begun  to  refocus  and  sh» 
overhead. 

Fujitsu  is  axing  16,400  jobs.  It  will  e: 
several  businesses  besides  IBM-compat 
bles,  including  the  manufacture  of  I 
hard  drives.  At  the  same  time  it  is  hirii 
5,000  engineers  and  retraining  thousani 
of  staff  in  software  and  services.  The  aL 
is  to  counterattack  with  a  big  rollout  • 
what  it  claims  are  servers  twice  as  fast 
the  fastest  sold  by  IBM.  The  company  w 
consolidate  its  acquisition  of  U.S.  mail 
framer  Amdahl  and  tap  its  alliance  wit 
Germany's  Siemens  to  try  again  to  t 
more  competitive  outside  Japan.  Fujits 
spokesman  Robert  Pomeroy  isn't  con 
ceding  anything,  including  the  top  sp« 
in  Japan,  where  he  says  market  research) 
IDC  still  puts  Fujitsu  ahead  of  IBM. 

NEC,  having  axed  15,000  people  i 
the  past  two  years,  is  laying  off  an  addl 
tional  4,000  and  using  3,000  Chinese 
based  software  engineers  to  reenergiz 
its  systems  business.  "As  a  Japanes 
company,  we  also  hope  to  have  an  ac 
vantage  when  the  Japanese  governmer 
updates  its  computer  systems,"  sa^ 
spokesman  Toshinori  Arai. 

Hitachi  has  been  forced  to  elimina 
14,700  jobs  from  its  diverse  busines 
lines,  like  cathode  ray  tubes  for  PCs,  ani 
will  close  five  semiconductor  manufac 
turing  lines.  The  company  will  qui 
making  mainframes  overseas  and  wl 
concentrate  on  information  storage.  Hi 
tachi  hopes  to  leapfrog  its  way  into  th 
broadband  era  using  fiber-optic  links, 
The  real  test  for  all  the  Japanes 
competitors  will  be  how  many  ovel 
paid,  unskilled  middle-managers  ar 
dumped  at  home,  and  whether  the 
can  then  find  the  young  engineeri 
talent  for  innovation. 


team  up  all 

your  different  networks  to  run  as 

one  Net. 


In  today's  economy,  companies  are  struggling  with  the  complexities  of  the  Net.  Trying  to  make  intranets,  extranets.  the  Internet  and 
multiple  software  platforms  work  together.  Well  now.  with  Net  services  software  from  Novell,  they  can  all  be  harnessed  as  one  Net. 
So  employees,  partners,  suppliers  and  customers  will  have  the  freedom  to  connect  —  securely  and  reliably.  And  companies  will  have 
the  power  to  change  their  eBusiness  as  fast  as  the  Net  economy.  Find  out  how  to  get  all  your  Nets  working  as  one  at  www.noveIl.com 
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BY  ALEXANDRA  KIRKMAN 

IN  HIS  OFFICE  GARB  OF  JEANS  AND  A 
button-down  denim  shirt  bearing 
the  logo  of  his  Brazilian  company's 
flagship  Brahma  beer,  Marcel  Telles 
stands  tall,  tan,  jovial.  He  has  a  lot 
to  smile  about  these  days.  The  51 -year- 
old  former  investment  banker  has  as- 
sembled in  Companhia  de  Bebidas  das 
Americas  (AmBev),  the  world's  third- 
largest  brewer  by  volume,  behind  An- 
heuser-Busch and  Heineken — and  he's 
just  getting  started. 

With  $2.7  billion  in  revenues,  and 
earnings  expected  to  grow  30%  this 
year,  AmBev  is  the  local  bet  in  one  of 
the  world's  great  beverage  battle- 
grounds, soft  drinks  included.  With 
Brahma  and  two  other  brands,  it  boasts 
a  70%  beer  share  in  Brazil.  Notes 
Deutsche  Banc  Alex.  Brown  analyst 
Marco  Vera,  "There  are  only  three  true 
growth  markets  for  beer  globally — 
Brazil,  Mexico  and  China.  AmBev  has 
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the  best  competitive  position  in  oi 
of  those." 

That  leads  to  speculation  aboi 
AmBev's  appeal  to  a  global  brew* 
looking  to  penetrate  the  Brazilia 
market — one  reason,  probably,  for  i 
$7  billion  valuation,  nearly  thH 
times  sales.  (The  stock  trades  as  i 
ADR  at  a  recent  $19.40.)  Telles  says  tl) 
global  brewers  are  poking  around  i 
his  backyard. 

But  he's  got  his  own  outwai 
growth  strategy.  For  all  AmBev's  hei 
it's  still  just  a  home-country  wonde 
Less  than  5%  of  sales  are  generate 
abroad.  Now  Telles  wants  to  chanj 
that  with  Guarana  Antarctica,  a  frul 
soda  named  after  a  handpicked  Am; 
zonian  berry  that  is  the  number  tW 
soft  drink  in  Brazil  after  Coke.  H 
picked  up  the  line  with  the  20C( 
merger  with  Antarctica,  then  Brazil 
second-largest  brewer.  Telles  thinl 
Guarana,  which  it  plans  to  test-ma; 


pking  to  brewing:  AmBev's  Marcel  Telles. 

in  the  U.S.  through  AmBev's 
[•tnership  with  PepsiCo,  could  fol- 
the  path  of  Corona,  the  Mexican 
tr  that  started  from  nothing  to  he- 
me the  top-selling  imported  beer 
Ihe  U.S. 

Considering  the  bruising  shelf  wars 
Ithe  Cokes  and  Pepsis  that  might 
en  like  so  much  fizz.  But  Telles  is  not 
be  underestimated.  In  the  late  1980s 
Rio  de  Janeiro  native  was  a  partner 
banco  Garantia,  a  small  but  presti- 
us  investment  bank  now  owned  by 
edit  Suisse  First  Boston,  when  he  was 
led  to  head  a  restructuring  effort  at 
\nt  Brahma,  one  of  Brazil's  oldest 

largest  breweries. 
I  Telles  had  zero  experience  in  the  bev- 
ge  world,  but  it  turned  out  that  didn't 
Itter.  During  his  ten  years  at  Brahma, 
shaved  the  head  count  by  more  than 
fo,  increasing  beverage  output  per 
rker  almost  fivefold.  No  surprise,  op- 
ting earnings  (before  interest,  depre- 
tion  and  taxes)  grew  from  $63  million 
5505  million  in  1999. 
|  Technology  helped.  Employees  use 
ldheld  devices  to  track  the  brand's 
Irket  share  at  each  distribution  point 

m  Much  Fizz?  

imBev's  stock  is  frothy  compared  with 
b  competitors'  in  soft  drinks  and  suds. 
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$19  44 


nheuser-Busch  12.3 


43  25 


oca-Cola 


Aster's  Group  2.1 


eineken 


20.5 


50  38 


21 


6.6         42  29 


ailing  12  months.  Sources:  Market  Guide  and 
lorldscope  via  FactSet  Research  Systems. 


d  to  adjust  pricing  strategy  accord- 
ly.  Knowing  who's  buying  what, 
ere,  is  even  more  crucial  at  AmBev. 
frMe  12,000  reps  can  call  up  data  on  any 
x,  the  1  million  retail  outlets  and  pubs, 
day's  end  all  the  data  are  synched 
one  system,  which  determines  the 
t  routes  and  loads  for  AmBev's 
cks. 

Telles  has  also  infused  AmBev  with 


an  American  management  style.  "The 
best  way  to  keep  good  people  is  to  give 
them  a  share  of  the  business,"  he  says 
over  cans  of  Guarana  at  the  Sao  Paulo 
headquarters.  At  Garantia  that  meant 
partnerships  for  the  highest  achievers — 
at  Brahma,  a  lucrative  stock  ownership 
plan  for  the  company's  250  top  execu- 
tives. AmBev  employees  earn  modest 
salaries  but  receive  bonuses  of  50%  to 
100%.  If  overall  performance  goals 
aren't  met,  no  bonuses  for  anyone. 

Frugality  is  another  Telles  hall- 
mark, and  important  in  Brazil's  pre- 
carious economy.  Employees  have  to 
account  for  each  long-distance  call. 
Telles  himself  takes  a  cab  to  the  airport 
instead  of  a  luxury  car.  "It's  not  a  cul- 
ture for  everyone,"  he  admits. 

But  it  is  a  company  driven  to  grow. 
AmBev's  soft  drink  lineup,  including 
Pepsi,  Lipton  ice  tea,  Sukita  orange 
soda,  Fratelli  Vita  mineral  water  and,  of 
course,  Guarana  Antarctica,  has  a  lot  of 
ground  still  to  conquer  at  home.  Its 
total  market  share  of  17%  trails  Coca- 
Cola's  50%  (from  Coke  and  a  range  of 
other  drinks,  including  its  own 
Guarana  line).  But  AmBev's  soft  drink 
sales  are  growing,  up  20%  in  2000. 

That  growth  story,  on  top  of  the  prof- 
itable beer  dominance  at  home  and  the 
opportunities  to  expand  internationally, 
adds  froth  to  the  share  price.  The  com- 
pany's price/earnings  multiple  is  44, 
compared  with  Coke's  38,  Heineken's  29 
and  Anheuser's  25. 

Even  if  AmBev  is  too  costly  for  an 
acquirer,  partnerships  make  sense.  An- 
heuser-Busch calculates  that  44%  of 
world  beer  profit  growth  through  2005 
will  come  from  Latin  America,  accord- 
ing to  a  recent  Credit  Suisse  report. 
Though  predictably  mum  on  any  inter- 
est, Stephen  Burrows,  chief  executive  of 
Anheuser-Busch  International,  notes 
that  Anheuser's  global  strategy  has  two 
parts:  "The  first  is  to  form  equity  part- 
nerships with  leading  brewers  in  high- 
potential-growth  markets,  and  the  sec- 
ond is  to  build  Budweiser  into  a  leading 
international  premium  brand." 

Hooking  up  with  AmBev  might  be 
the  smartest  way  to  do  both.  F 
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Tug  of  War 

California  and  Minnesota 
laws  butt  heads  as  an 
employee  tries  to  break  his 
noncompete  agreement. 


BY  JOANNE  GORDON 

BY  NOW  NONCOMPETE  EMPLOY  - 
ment  contracts  are  routine  in  tech- 
nology, medicine  or  any  industry 
where  proprietary  information  is  criti- 
cal. They  typically  forbid  an  employee 
from  going  to  work  at  a  competitor  for 
two  years.  But  a  giant  loophole  has  long 
existed:  California  law  doesn't  honor 
the  contracts,  a  situation  that  played  a 
part  in  allowing  Silicon  Valley  to  flour- 
ish as  employees  changed  jobs  and 
joined  a  flurry  of  new  companies. 

Now,  for  what  could  be  the  first 
time,  the  California  Supreme  Court  has 
agreed  to  hear  a  challenge  to  how  the 
129-year-old  law  is  enforced,  making 
local  employers  nervous  that  their  days 
of  raiding  competitors  may  be  in  peril. 

The  case  involves  Mark  Stultz,  a  41- 
year-old  marketing  executive  who 
worked  for  Medtronic,  the  $5.5  billion 
(sales)  medical-device  manufacturer 
based  in  Minneapolis.  For  five  years  he 
helped  market  Medtronic's  spinal-cord 
stimulation  device,  an  implant  that  re- 
duces chronic  pain.  Stultz  had  signed  a 
noncompete  contract.  But  in  June  2000 
competitor  Advanced  Bionics — a  small, 
private  cochlear- implant  manufacturer 
based  in  Sylmar,  Calif,  and  founded  by 
Forbes  400  member  Alfred  Mann — 
hired  Stultz  to  help  launch  its  new 
product:  a  spinal-cord  stimulator. 

A  week  before  Stultz  resigned  from 
Medtronic  he  exercised  stock  options. 
Then,  about  three  hours  after  he  gave 
notice,  his  new  employer  sued 
Medtronic  in  Los  Angeles  Superior 
Court  to  have  Stultz's  post-employ- 
ment agreement  declared  unenforce- 
able under  the  state  statute.  Advanced 
Bionics  also  sought  an  injunction  to 
forbid  Medtronic  from  suing  Stultz  and 


Advanced  Bionics  in  any  state 
except  California. 

After  relocating,  his  lawyers 
argued,  Stultz  was  a  California 
resident  working  for  a  Califor- 
nia company.  Therefore,  he  was 
covered  by  the  state  law  that 
voids  contracts  that  impair 
someone's  ability  to  work. 

But  before  the  California 
courts  could  act,  Medtronic  got 
an  injunction  in  Minnesota  to  stop 
Stultz  from  working  on  the  competing 
product.  "You  just  can't  go  rushing  off 
across  the  state  line  and  thumb  your 
nose  at  lawful  contracts,"  says  Roman 
Silberfeld,  Medtronic's  attorney. 

A  Minnesota  judge  said  that  Stultz 
could  work  for  a  competitor  but  not  on 
the  competing  product.  A  California 
court  forbade  Medtronic  from  pursu- 
ing the  case  in  Minnesota  and  set  a  jury 
trial  date  for  October  2000.  Both  defen- 
dants appealed.  In  March,  to  nobody's 
surprise,  intermediate  appellate  courts 
in  Minnesota  and  California  each  up- 
held their  lower  courts'  rulings. 

Medtronic  has  now  appealed  the 
California  court's  injunction  to  that 
state's  highest  court,  which  has  agreed 
to  hear  the  case.  Beyond  the  issue  of 
Stultz's  contract,  what's  at  stake  is  how 
to  resolve  legal  conflicts  between  states. 

This  has  always  been  an  arcane,  messy 
part  of  law.  Usually  a  case  will  be  tried  in 


a  court  chosen  by  the  party  that  filed 
first.  But  if  two  suits  over  the  same  i 
go  forward  in  different  jurisdictions- 
in  this  case — the  verdict  from  the 
court  to  rule  usually  stands. 

Theoretically,  this  should  fa 
Medtronic.  When  its  lawyers  go  be 
California's  Supreme  Court  they 
argue  that  Minnesota  law  should  su] 
sede  California's  because  the  pi 
employment  contract  was  origin 
conceived  in  Minnesota  and  by  1 
state's  residents.  Advanced  Bionics 
argue  that  California's  century-old  ] 
icy  of  not  allowing  noncomp* 
trumps  Minnesota  law,  no  ma 
which  jurisdiction  ruled  first. 

But  the  outcome  is  anybody's  gi; 
It's  unlikely  California's  top  court 
unravel  an  old  statute  that  has  b 
credited  with  fueling  the  state's  ec 
omy,  says  Ronald  Gilson,  a  law  pro 
sor  at  both  Stanford  and  Colurr 
universities. 

Meanwhile,  what's  Stultz  doi 
He's  still  at  Advanced  Bionics  but, 
sists  his  lawyer,  not  working  on 
spinal-cord  implant  product.  By 
time  the  case  is  resolved  Medtron 
two-year  ban  will  be  up,  and  Stultz 
be  free  to  do  what  he  wants.  By  t 
much  of  what  he  knew  ab 
Medtronic's  product  will  likely  be  c 
dated.  In  other  words,  Medtronic  cc 
lose  the  case  and  still  declare  victon 
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Information  Agent 

Can  Pam  Kirby  turn  a  clinical  outsourcer  into  a  data  powerhouse? 


BY  ZINA  MOUKHEIBER 

PAMELA  KIRBY  HAS  A  TRICKY  BALANC- 
ing  act  on  her  hands.  As  the  new  chief 
executive  of  Quintiles  Transnational, 
she  oversees  the  nation's  biggest  con- 
tract research  operation,  which  per- 
forms clinical  trials  for  drug  firms.  But  that 
business,  generating  half  of  Quintiles'  $1.7  bil- 
lion in  revenue,  is  not  very  profitable  and  not 
growing.  Quintiles  Chairman  Dennis  Gillings 
has  the  grandiose  goal  of  reaching  $10  billion 
in  revenue  by  2010.  Without  new  lines  of  busi- 
ness, Kirby  can't  possibly  meet  it. 

Her  two-part  strategy:  Use  Quintiles'  $449 
million  in  cash  to  back  small  biotech  firms  in 
hopes  of  capturing  royalty  streams  from  future 
blockbuster  drugs  and  to  charge  fees  to  drug- 
makers  for  access  to  Quintiles'  vast  medical 
database  of  insurance  claims. 

The  hitch  here  is  that  investing  in  biotechs 
puts  Quintiles  into  the  drug-development  busi- 
ness— competing  with  its  own  customers. 
Might  sensitive  information  about  a  customer's 
research  leak  from  the  clinical-trial  side  of 
Quintiles  to  the  other  side,  which  is  funding  re- 
search of  its  own? 

Kirby  staunchly  denies  such  a  possibility: 
"As  long  as  we  continue  to  play  a  minority  role 
[in  funding  biotech  research]  and  don't  get  into 
a  conflict  situation,  like  trying  to  compete  for 
access  to  the  same  product,  it  should  be  okay," 
she  says. 

Kirby  can't  afford  to  alienate  her  cus- 
tomers. Revenue  in  Quintiles'  research  out- 
sourcing division  has  been  flat  for  two  years, 
and  outsourcing  has  become  a  commodity: 
Quintiles'  operating  margin  has  fallen  from 
1 1%  to  3.5%  since  1998.  Kirby's  other  big  busi- 
ness, renting  out  salespeople  to  big  drug  firms, 
is  under  attack  by  rivals. 

"We  need  to  move  away  from  the  old  out- 
sourcing model  where  we're  just  renting  peo- 
ple," says  the  U.K.-born  Kirby. 

She's  up  to  the  task.  The  47-year-old's  claim 
to  fame  was  driving  Astra's  ulcer  drug  Prilosec 
pas,t  rival  Glaxo's  Zantac  on  Glaxo's  home  turf 
in  the  U.K.  Prilosec  is  now  the  bestselling  drug 
in  the  world.  Kirby  then  went  on  to  run  global 
marketing  and  business  development  at  Hoff- 
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our  mind  on  the  road? 


er  distractions  are  a  contributing  factor  in  one-and-a-half  million  crashes  a  year.  That's  more  than  4,300 
hes  every  day!  Driving  is  a  serious  responsibility  -  one  that  requires  and  deserves  a  driver's  full,  undivided 
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mann-La  Roche's  drug  division  before  joining  Quintiles. 

Kirby's  goal  is  to  win  over  biotech  firms  that  would  oth- 
erwise accept  backing  from  large  pharmaceutical  companies. 
She  has  a  different  deal  to  offer.  The  big  drug  companies  get 
in  at  an  early,  risky  stage  but  want  half  the  profit  from  a  hit. 
For  example,  recently  Quintiles  agreed  to  put  up  30%  of  the 
cash  needed  to  finance  the  Quintiles  sales  force  in  charge  of 
Scios'  new  heart  failure  drug,  Natrecor.  Scios  pays  the  balance 
and  has  the  option  of  bringing  those  salespeople  onto  its  pay- 
roll. In  return,  Quintiles  gets  a  royalty  on  sales  of  10%  to  20% 
for  five  years  starting  in  2003.  Since  1999  it  has  put  up  $93 
million  in  12  biotech  companies,  including  CV  Therapeutics 
(to  treat  angina)  and  the  Medicines  Co.  (to  fight  blood  clots). 
No  royalties  yet. 

The  medical-information  business,  the  other  prong  of 
Kirby's  diversification  strategy,  is  potentially  lucrative.  Indus- 
try leader  IMS  Health  had  an  operating  margin  of  35%  for 
the  first  half  of  2001.  Kirby's  weapon  is  a  database  of  3  billion 
medical  and  pharmaceutical  insurance  claims,  representing 
130  million  patients.  The  data  came  to  Quintiles  with  its 
1999  purchase  of  Envoy,  a  firm  that  processes  5  million  in- 
surance claims  a  day.  Quintiles  combines  the  patient  data 
with  a  database  of  35,000  doctors  it  has  accumulated  since 
the  late  1980s.  The  records,  valuable  to  drug  firms  seeking  to 
focus  their  marketing  efforts,  are  stripped  of  each  patient's 


name,  address  and  social  security  number  and  assigned 
unique  identifier. 

Last  December  a  drug  company  with  a  late-stage  car 
diovascular  trial  came  to  Quintiles  after  falling  4,00 
names  short  of  its  goal  of  recruiting  5,000  clinical  invest! 
gators.  Quintiles'  database  turned  up  5,600  cardiologisl 
with  clinical  trial  experience,  each  treating  up  to  20  hy 
pertensive  patients.  By  next  year  Quintiles  should  be  gross 
ing  $63  million  in  fees  on  this  business,  according  to  Steve 
P.  Halper,  an  analyst  at  Thomas  Weisel  Partners. 

The  patient  database  operation  has  had  some  hiccup: 
Quintiles  paid  $1.2  billion  in  stock  for  Envoy,  and  seemed  t 
have  made  a  killing  by  auctioning  off  the  processing  busi 
ness  to  WebMD  for  $2.5  billion.  But  only  $400  million  c 
that  was  in  cash;  its  WebMD  shares  are  now  worth  a  mer 
$156  million. 

Quintiles  retained  rights  to  the  claims  data.  But  in  Febru 
ary  WebMD  suddenly  halted  its  daily  data  feed,  alleging  the 
the  delivery  of  the  data  might  violate  privacy  laws  in  certai 
states.  Quintiles  successfully  sued  to  continue  the  data  flov 
but  WebMD  now  sends  files  with  only  two  digits  of  a  patient 
zip  code  and  the  month  and  year  of  birth. 

Bullish  investors  have  nearly  doubled  Quintiles  stoc 
since  last  October,  to  $18,  earning  it  a  multiple  of  35.  Kirb 
has  to  go  a  long  way  not  to  disappoint  them.  I 


Listen  Up,  New  Jersey 


Auto  insurers  were 
fleeing.  Premiums 
were  high.  Then  South 
Carolina  got  smart 
and  deregulated  rates. 


BY  IRA  CARNAHAN 

SARAH  MCLESTER  WAS  PAYING 
$800  a  year  to  insure  her  1988 
Oldsmobile  Cutlass.  But  after 
South  Carolina  abolished 
most  of  its  state  auto  pre- 
mium controls  in  early  1999,  she 
shopped  around  and  cut  her  premium 
by  25%. 

For  years  South  Carolina  had  one  of 
the  nation's  most  dysfunctional  auto 
insurance  markets.  Regulators  sharply 
limited  what  insurers  could  charge, 
making  it  unprofitable  to  cover  many 
of  the  state's  drivers.  Dozens  of  insurers 
fled  the  state;  those  who  stayed  handed 
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(earning.  After  all,  the  better  our  insights,  the  better  your 
(solutions.  And  that  makes  everyone  a  winner. 
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M  Ernsi&Voung 


From  thought  to  finish. 


1  Ernst  &  Young  llp 


off  drivers  by  the  tens  of  thousands  to  a 
state-run  reinsurance  pool.  By  the  early 
1990s  the  state-run  pool  included 
42%  of  all  South  Carolina's  insured 
drivers  and  was  racking  up  huge  losses. 
Cumulative  losses  topped  $2.4  billion 
in  1998. 

In  desperation  South  Carolina 


chusetts,  two  states  that  remain  heavily 
regulated,  are  going  through  the  same 
pains  South  Carolina  once  did.  This 
summer  State  Farm,  New  Jersey's 
biggest  insurer,  and  American  Interna- 
tional Group,  its  sixth-biggest,  an- 
nounced plans  to  pull  out  of  the  state's 
auto  market  entirely,  because  of  huge, 


In  South  Carolina,  "If  you  have  bad  credit 
or  a  bad  driving  record,  you're  paying 
a  whole  lot  more  than  you  used  to."  


deregulated  rates.  The  gamble  paid  off. 
The  number  of  insurers  doing  business 
in  the  state  has  doubled.  The  number  of 
drivers  unable  to  buy  a  privately  issued 
policy  dropped  from  more  than  a  mil- 
lion at  its  peak  to  just  300  today.  And 
average  premiums  in  the  first  year  fol- 
lowing deregulation  fell  12%,  the 
largest  drop  in  the  nation,  according  to 
the  National  Association  of  Insurance 
Commissioners. 

"The  new  law  has  been  terrific," 
says  Larry  W.  Freudenberg,  president  of 
the  Triest  &  Sholk  insurance  agency  in 
Charleston.  "I've  had  people  whose 
premiums  are  $500  to  $1,000  lower 
than  they  were  before." 

While  insurers  in  South  Carolina 
now  have  broad  freedom  to  set  rates, 
they  still  face  some  limits.  They  can't 
base  rates  on  a  driver's  race,  religion, 
income  or  national  origin,  even  if  these 
factors  might  help  to  predict  claims. 
(The  actuaries  do  the  best  they  can  to 
discriminate  bad  risks  from  good, 
using  such  permissible  criteria  as  dri- 
ving record,  age,  sex,  zip  code,  marital 
status,  homeownership  and  creditwor- 
thiness.) The  South  Carolina  law  per- 
mits insurers  to  raise  or  cut  rates  more 
than  7%  only  with  approval  from  the 
state's  insurance  department,  but  that 
approval  is  usually  granted. 

Is  South  Carolina's  success  just  a 
fluke?  No.  Illinois  deregulated  auto 
rates  in  1971  and  has  the  most  insurers 
of  any  state.  Premiums  are  below  the 
national  average,  despite  Chicago. 

Meanwhile,  New  Jersey  and  Massa- 
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regulator-imposed  losses.  A  state  law, 
for  example,  forces  most  insurers  to 
"take  all  comers,"  and  no  premiums 
can  be  increased  without  the  regula- 
tors' approval.  Yet  premiums  in  New 
Jersey  are  regularly  the  country's  high- 
est; they  average  $1,030  per  car.  "It's  an 
object  lesson  in  how  not  to  regulate  in- 
surance rates,"  says  Rutgers  University 


Two  years  ago  South  Carolina  deregulated  its 
auto  insurance  market  and  average  rates  fell. 
New  Jersey  retains  its  heavy-handed  regulation, 
and  its  drivers  are  paying  the  price. 

Average  premium  in  South  Carolina 

Average  premium  in  New  Jersey 

of  rate  hikes  approved  in  South  Carolina 


of  rate  hikes  approved  in  New  Jersey 
Number  of  auto  insurers  in  South  Carolina 
Number  of  auto  insurers  in  New  Jersey 

economist  John  Worrall. 

As  for  Massachusetts,  nine  of  the 
country's  ten  largest  auto  insurers  do 
little  or  no  business  there.  At  times  a 
majority  of  state  drivers  have  been  in 
the  assigned-risk  pool.  Premiums  are 
among  the  nation's  highest. 

Note  that  insurers  have  fled  both 
states  despite  onerous  laws  that  can 
force  those  leaving  to  pay  into  the 
states'  high-risk-driver  pools  for  years 
and  to  give  up  writing  any  new  policies 
in  the  states  in  other  insurance  lines. 
New  Jersey  also  imposes  on  all  insurers    state  capital. 


an  "excess  profits  law"  that  attemj 
to  capture  any  significant  profit  tf 
might  somehow  have  manag 
to  make. 

Regulation  in  other  states  is  on 
almost  as  bad.  Twenty-seven  states  h; 
laws  that  require  insurance  regulati 
to  approve  all  rate  changes  in  advan 
Others  have  laws  that  all 
them  to  object  to  and  blc; 
any  rate  hikes  after  they're  | 
in  place. 

Economists  who  believe 
market  forces  find  all  this  r. 
cromanagement  hard  to  ta 
Said  Brookings  Instituti 
economist  Robert  Litan  at  a  recent  cc 
gressional  hearing:  "Auto  insurance  i 
competitive  industry.  It  certainly  is  i 
characterized  by  monopoly,  the  tra 
tional  basis  for  price  and  entry  regu 
tion.  Nor  is  the  product  so  complicai 
that  it  requires  government  to  set  ra 
to  protect  consumers." 

But  laws  banning  "discriminatic 
have  immense  political  appe 
New  Jersey,  for  example,  f« 
bids  insurers  to  charge  urb 
drivers  more  than  35%  abc 
the  state  average.  Yet  accids 
rates  are  much  higher  in  citi 
and  where  drivers  live  is  a  b 
ter  predictor  of  their  futi 
claims  than  their  drivi 
records,  according  to  the 
dustry-backed  Insurance  } 
formation  Institute. 

Politicians  also  fear  t 
backlash  from  those  voters  w  "■ 
would  pay  more  if  regulatic 
were  lifted.  In  South  Carolii 
"If  you  have  bad  credit  or  a  bad  drivi 
record,  you're  paying  a  whole  lot  mc 
than  you  used  to,"  says  Charles  We 
III  of  Kinghorn  Insurance  in  Beaufo 
In  Massachusetts,  rate  regulatic 
subsidize  85%  of  drivers  at  the  exper 
of  the  lowest-risk  15%;  subsidies  1 
some  exceed  $2,000  a  year,  according 
the  Automobile  Insurers  Bureau 
Massachusetts. 

In  short,  low  risks  in  New  Jers 
and  Massachusetts  are  getting  ripp 
off.  They  should  be  marching  on  ti 
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CIAL  ADVERTISING  SECTION 


Senior  Minister  and  former  Prime  Minister  Lee  Kuan  Yew  has  presided 
over  the  transformation  of  Singapore  into  one  of  the  world's  strongest 
economies  and  one  of  the  most  wired  nations.  He  shared  his  thoughts 
on  its  future  economic  development  with  Michael  Bociurkiw. 
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:  Singapore  is  being  encouraged  to 
nk  its  economic  strategy.  Perhaps  it  is 
:  to  shift  gears  and  move  beyond 
acting   multinational  corporations 
Cs)  and  a  focus  on  manufacturing? 
e:  You  can't  suddenly  chop  and 
ige.  First,  we  should  continue  to  invite 
2s.  As  long  as  they're  moving  into 
er  tech  and  more  value  added,  they 
stay  competitive.  There's  no  reason 
■incit  we  should  abandon  manufacturing, 
ves  more  jobs  than  services  and  is 
ys  a  ballast  for  any  economy.  To 
an  economy  almost  completely  in 
/ices  would  expose  us  to  greater 
tility.  My  point  is  to  continue  MNC 
stments  but  move  up  market  and 
ler  value  added.  Next,  have  more 
guJati  I  companies  go  abroad,  but  be  real- 
the  numbers  will  be  small.  Whether 
JJ-  Singapore  Airlines,  Singapore  Tele- 
s,  Singapore  Technologies  or  Creative 
Snology,  you  can  count  them  on  the 
rs  of  one  hand.  After  another  10 
s,  we  will  be  lucky  if  you  can  exceed 
fingers  of  two  hands.  It's  in  the  nature 
oriji  ur  size,  a  population  of  4  million, 
re  second  point  is  to  encourage  more 
epreneurship,  more  initiatives  and 
wl3  e  innovation.  That  is  going  to  take 
n°  ly  years  because  we  have  to  change 
es  and  mind-sets,  not  just  of  the  indi- 
lal,  but  of  the  family  and  the  whole 


gulao 
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environment.  We  can't  suddenly  change 
from  a  relatively  secure  approach  to 
careers  to  a  willingness  to  take  risks 
where  you  put  your  life  savings  on  the  line. 
A  few  can  do  it,  and  we  should  encourage 
and  give  them  support. 

Q:  Do  you  think  there  is  a  perception  out- 
side Singapore  that  there  is  a  growing  buzz 
happening  here,  and  that  it  is  not  as  much 
of  a  straitjacket  society? 

Lee:  The  next  30  years  will  be  very  dif- 
ferent from  the  last  30  years.  We  are  in  a 
period  of  rapid  change  in  technology,  pro- 
duction methods  and  the  way  capital  is 
allocated  worldwide.  It's  a  global  capital 
market  looking  for  high  rates  of  return  and 
weighed  against  investment  risks.  That  will 
decide  whether  we  get  the  capital. 

My  guess  is  China  will  be  a  huge  draw 
for  foreign  direct  investment.  They  will 
attract  capital  and  foreign  management  to 
run  enterprises  there.  So  we've  got  to 
move  into  areas  the  Chinese  cannot  enter 
for  some  time,  like  intellectual  property 
rights,  which  we  can  guarantee,  and  they 
still  can't.  Where  security  of  business  for- 
mulas are  concerned,  there  are  niche 
areas  we  can  move  into.  Whether  it's 
DNA,  the  genome,  software,  all  these 
require  strict  observance  of  intellectual 
property  rights. 

Q:  Do  you  feel  Singapore  has  a  particu- 
lar edge  as  a  kind  of  springboard  into 


China?  Some  MNCs  may  want  to  come 
here  and  take  advantage  of  your  networks 
and  expertise. 

Lee:  Not  as  a  government,  but  as  entre- 
preneurs joining  up  with  MNCs  in  particu- 
lar fields,  yes.  As  a  government,  we  facili- 
tate and  open  doors  for  them,  especially 
when  our  own  entrepreneurs  and  the 
MNCs  are  in  joint  ventures. 

Q:  Singapore-U.S.  relations  always  have 
been  robust.  Talks  are  under  way  for  a  bilat- 
eral free-trade  agreement.  Is  that  pro- 
gressing well? 

Lee:  It's  proceeding  well.  In  another  six 
months,  we  should  be  able  to  button  up  all 
the  basic  points.  We  have  very  good  sup- 
port from  the  U.S.  corporate  sector,  the 
U.S.  Business  Council  and  the  U.S.-Asean 
Business  Council.  All  interested  parties  are 
in  favor.  The  problem  will  be  getting  it 
through  your  Congress. 

Q:  When  foreign  investors  look  at  Sin- 
gapore, one  of  your  key  competitive  advan- 
tages must  be  stability  and  a  well-managed 
infrastructure. 

Lee:  We  set  out  to  become  an  oasis 
where  First  World  standards  are  main- 
tained, including  the  infrastructure  and  ser- 
vices for  corporations  and  people.  Each 
expatriate  community  has  its  own  schools, 
some  have  their  own  doctors,  and  there's 
personal  security  and  a  low  crime  rate.  You 
can  go  jogging  at  2  a.m.  and  feel  safe. 


ADVERTISEMENT  2 


by  Michael  Bociurkiw 


Entrepreneurship,  Technology  and  Business  Leadership  in  the  21st  Centu 


Olivia  Lum  methodically  maps  out  a  strategy  to  grow  her  company's  pres- 
ence in  the  highly  challenging  China  market.  The  managing  director  of 
Singapore-based  Hydrochem,  a  medium-size  company  that  specializes 
in  highly  advanced  water  treatment  technology,  she's  been  able  to  make 
great  strides  in  China,  thanks  to  a  unique  blend  of  entrepreneurialism,  a 
strong  home  base  and  support  from  the  Singapore  government. 
On  the  opposite  side  of  the  island  at  the    neurialism.  Few  Asian  economies  have 


state-of-the-art  International  Business  Park, 
Sim  Wong  Hoo,  the  poster  boy  for  Singa- 
pore's entrepreneurial  success,  shows  off 
his  latest  SoundBlaster  sound  card  and 
Nomad  digital  jukebox  to  visitors.  With 
sales  in  the  millions  and  a  strong  brand 
name  in  the  U.S.  market,  his  Creative 
Technology  has  helped  propel  Singapore 
into  the  big  league  electronics  market. 

High  atop  a  Singapore  office  building, 
Luis  Sena  gently  nudges  the  controls  of 
the  Dextroscope,  a  3-D  scanner  developed 
by  his  company,  Volume  Interactions.  It 
was  used  recently  in  a  high-profile  operation 


launched  programs  on  par  with  the  US$1 
billion  Technopreneurship  21,  which  aids 
technology  entrepreneurs. 

The  U.S. -based  Business  Environment 
Risk  Intelligence  has  ranked  Singapore's 
workforce  as  the  world's  best,  but  analysts 
see  a  need  to  nurture  more  entrepreneurs  as 
the  country  shifts  its  economic  base  to  a 
knowledge-driven  economy  based  on  the  twin 
growth  engines  of  manufacturing  and  services. 

A  reinvented  Singapore  now  competes 
at  the  forefront  of  economic  development 
and  is  encouraging  higher  value-added  and 
knowledge-based  activities.  Singapore 


by  Singapore  surgeons  to  separate  twins    wants  to  be  a  compelling  hub  for  business 


joined  at  the  head.  Serra,  a  Spanish  nation- 
al, came  to  Singapore  almost  two  decades 
ago  to  join  the  Kent  Ridge  Digital  Labs,  a  local 
government-backed  technology  incubator. 
Lum,  Sim  and  Serra  are  examples  of  the 


and  investment,  whereby  companies  large 
and  small,  foreign  and  local,  can  find  dis- 
tinct advantages  and  synergies  working 
alongside  each  other  in  a  nurturing,  vibrant, 
pro-business  environment.  Supporting  this 


talent  that  has  made  Singapore  one  of  the  push  is  the  need  for  new  manpower  capa- 

world's  fast-growing  economies.  These  bilities,  which  is  why  lifelong  learning, 

entrepreneurs  thrive  here,  thanks  to  a  mix  retraining  existing  workers  and  attracting 

of  government  support,  a  fast-developing  foreign  talents  are  top  priorities  for  policy 


enterprise  ecosystem,  some  90  venture 
capital  firms  and  the  good  fortune  of  being 
in  a  city-state  that  encourages  entrepre- 


planners.  Deputy  Prime  Minister  Lee  Hsien 
Loong  acknowledges  the  country's  small 
base  —  just  4  million  people  —  but  says 


conditions  can  be  created  to  chum 
global  company  champions.  Indepeni 
observers  so  far  have  given  Singapore 
marks  over  Hong  Kong  for  moving  its  & 
ing  services  and  manufacturing  activ 
up  the  value  chain,  while  at  the  same 
enthusiastically  nurturing  newcomers 

A  Compelling  Global  Hub 
For  Business  and  Investmen 

In  an  environment  where  the  private 
public  sectors  work  closely  together,  ager 
such  as  the  Singapore  Economic  Devc 
ment  Board  (EDB)  (www.sedb.com) 
the  Singapore  Trade  Development  B< 
(www.stdb.com)  nurture  Singapore-bf 
companies  with  a  wide  range  of  initial 
and  support  programs.  A  key  phrase  tl 
often  heard  now  is  "enterprise  eco 
tern,"  a  blueprint  for  creating  better  cc 
tions  for  attracting  and  growing  busir 
and  investment.  New  initiatives  are  exr. 
ed  in  the  next  few  months  to  bring 
government  intervention,  remove  rerr 
ing  hindrances  to  entrepreneurship 
change  the  sometimes  conservative 
risk-averse  mind-sets  of  Singaporeans 

According  to  EDB,  the  hallmark  of 
enterprise  ecosystem  it  intends  to  nur 
features  key  conducive  business  conditi 
a  broad  and  deep  capital  market,  exter 
mterbusiness  connections  with  the  w: 
continuum  of  enterprises,  high  capacit 
innovation,  a  competent  talent  poo 
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E  QUESTION  ISN'T  WHAT  YOU 

[AN  DO  WITH  US$7  IN  SINGAPORE 
S  WHAT  YOU  CAN'T  DO. 
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?sh  Prabhu  is  a  picture  of  refinement  and  sophistication.  He  dresses  in  conservative 
contemporary  colours.  He  talks  in  a  calm  manner  that  speaks  volumes.  And  he 
>odies  a  humility  that  belies  his  status  as  the  Founder  and  Chief  Executive  Officer  of 
impany  buzzing  with  blue-chip  potential  and  well-poised  to  go  global  -  Apex  Systems. 
It  could  be  that  Suresh  is  not  ordinary.  After  all,  how  many  people  you  know 
ild  have  the  temerity  to  land  in  Singapore  with  all  of  US$7?  And  then 
on  to  create  high  value  software  that  is  fast-becoming  the  lifeline 
he  Insurance  industry? 
itmei  "I  came  to  Singapore  in  1977.  I  was  moved  here  by  IBM  India  on  an 
urnational  assignment.  Owing  to  prevailing  currency  restrictions 
idia  at  that  time,  I  arrived  in  Singapore  with  only  US$7  in  my  pocket!" 
'My  wife  and  I  liked  Singapore  from  the  start  and  when  IBM  pulled 
of  India  and  effectively  cut  short  my  assignment,  we  stayed  on. 
w  years  with  an  investment  company  convinced  me  of  the  potential  here.  That's 
?n  I  decided  to  become  an  entrepreneur.  And  it's  been  good  fun  since  then." 
'I  find  Singapore  great  from  both  a  professional  and  personal  point  of  view, 
fessionally,  it  has  a  committed  pro-business  government,  a  level  playing  field  and 
rs  every  opportunity  to  tap  into  any  market  for  resource  and  revenue.  Personally, 
Ters  me  and  my  family  whatever  we  need  in  terms  of  tradition  and  culture,  alongside 
city  living.  I  can't  think  of  a  more  perfect  home." 

Businessmen  like  Suresh  Prabhu  expect  an  environment  where  their  businesses 
flourish  and  yet  leave  room  for  the  good  life.  We'd  like  to  think  that  Singapore 
p  to  that  challenge.  If  you're  convinced  that  your  business  acumen  deserves  the 
/  best,  why  not  make  Singapore  the  next  stop  on  your  resume. 
Visit  your  nearest  Contact  Singapore  office  or  log  onto 
w.contactsingapore.org.sg  today.  We'll  gladly  provide  you 
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Singapore. 
Your  world  of  possibilities. 


Ii  information  of  great  value. 


Contact 
Singapore 


ithei 


I:  (1)  617-492-9843  Fax:  (1)  617-492-9845  Email:  boston@cs.org.sg  CHICAGO  Tel:  (1)  312-222-0620  Fax:  (1)  312-222-0630  Email:  chicago@cs.org.sg 
ECO  Tel:  (1)  650-591-3828  Fax:  (1)  650-591-1080  Email:  sanfrancfsco@cs.org.sg  TORONTO  Tel:  (1)  416-223-8880  Fax:  (1)  416-223-9694  Email:  toronto@cs.org.sg 
I:  (44)  020-7321-5600  Fax:  (44)  020-7321-5601  Email:  Iondon@cs.org. sg  PERTH  Tel:  (61 )  8-932 1 -5033  Fax:  (61)  8-9321-4864  Email:  perth@cs.org.sg 
I:  (61)  2-9262-9068  Fax:  (61)  2-9262-9451  Email:  sydney@cs.org.sg  HONG  KONG  Tel:  (852)  2527-8100  Fax:  (852)  2527-8400  Email:  hongkong@cs.org. sg 
el:  (86)  21-6437-0776  Fax:  (86)  21-6431-1349  Email:  shanghai@cs.org.sg  CHENNAI  Tel:  (91)  44-431-4642/3  Fax:  (91)  44-431-4641  Email:  chennai@cs.org.sg 
lei:  (65)  332-8497/8  Fax:  (65)  334-5312  Email:  singapore@cs.org.sg 


ADVERTISEMENT  4 


"There  are  plenty  of 
opportunities  here  for  the 
creation  of  jobs  and  wealth/' 

—  Teo  Ming  Kian,  Chairman,  EDB 


extensive  linkages  to  the  huge  Asia  market. 

Says  Greg  Summe,  chairman  cf 
PerkinElmer,  Inc.:  "Singapore  is  an  ideal  loca- 
tion for  our  business  to  grow.  The  support 
of  the  government  has  allowed  us  to  pursue 
long-term  developments  that  strengthen 
our  business  not  just  regionally,  but  globally." 

Singapore's  economic  managers  receive 
high  marks  for  steering  the  country  through 
the  Asian  economic  crisis,  and  it's  expect- 
ed that  its  resources  and  know-how  will 
see  it  through  the  current  downturn.  Says 
Robert  Stein,  chief  executive  of  Deutsche 
Bank  Asia-Pacific,  "When  Singapore's  lead- 
ership focuses  on  something,  they  are  very 
effective.  But  making  the  right  decisions  [on 
the  future  course  of  the  economy]  is  more 
important  than  making  them  quickly." 

Analysts  argue  Singapore  is  losing  little 
time  to  make  this  critical  transition,  as  glob- 
alization, rapidly  changing  technology,  com- 
petition from  China  and  cost  pressures 
come  to  bear  on  this  successful  but  open 
economy.  Singapore  depends  heavily  on 
manufacturing  and  the  export  of  disk  drives, 
semiconductors  and  electronics  products, 
so  the  local  economy  has  been  severely 
affected  by  the  recent  global  slowdown. 

Instead  of  a  heavy  reliance  on  manufac- 
turing, Singapore  hopes  to  strengthen  its 
services  business.  These  include  the  finan- 
cial, medical,  education,  consulting  and 
other  professional  services.  It  also  will 
focus  on  research  and  development 
(R&D),  design  and  cutting-edge  inventions. 
EDB  has  high  hopes  for  the  nation  to 
become  a  global  hub  for  biomedical  sci- 
ences and  to  participate  in  other  growth 
areas  like  IC  design,  optics,  intelligent 
transport  systems  and  nanotechnology. 

Whether  it  is  in  manufacturing  or  services, 


EDB  wants  to  encourage  higher-end  knowl- 
edge activities  in  Singapore.  Enough  inno- 
vation has  come  out  of  Singapore  to  make 
economic  planners  confident  that  transiting 
to  a  knowledge-based  economy  is  the  right 
way  to  go.  They  have  given  themselves  a 
1 0-year  window  of  opportunity  to  do  so. 

Despite  its  small  size,  patents  per  capita 
in  Singapore  now  exceed  Taiwan,  South 
Korea,  Israel  and  Ireland.  An  ironclad  intel- 
lectual property  rights  protection  regime 
has  helped  attract  R&D  projects  here.  Sea- 
gate, for  example,  develops  its  new  series 
disk  drives  here.  The  Port  of  Singapore  has 
developed  patented  logistics  technologies 
that  it  now  markets  internationally.  "There 
are  plenty  of  opportunities  here  for  the  cre- 
ation of  jobs  and  wealth,"  says  EDB  Chair- 
man Teo  Ming  Kian. 

Pushing  the  Envelope 
Toward  Excellence 

The  assets  that  propelled  Singapore  into 
an  international  business  hub  are  well 
known:  a  well-educated,  multicultural  work- 
force, world-class 
infrastructure,  com- 
petitive costs  and  a 
pro-business  gov- 
ernment commit- 
ted to  free  trade 
and  liberalization. 
Also,  within  a  seven- 
hour-f light  radius  of 
Singapore  stands  a 
tantalizing  market  of 
2.8  billion  people. 

Such  pluses  have 
allowed  this  island, 
only  683  square  kilo- 
meters, to  transform 


itself  in  four  decades  from  a  nation 
almost  no  natural  resources  into  a 
cessful  economy  with  the  world's 
highest  per-capita  income.  Singapore 
the  busiest  container  port  in  the  worlq 
top-ranked  airport,  the  world's  most 
itable  airline  and  some  6,000  internal 
corporations  based  there. 

Over  the  years,  Singapore  compa 
have  developed  sufficient  wherewith 
compete  with  some  of  the  world's 
powerful  business  entities.  Singapore 
lines  is  currently  seeking  to  up  its  sta 
Air  New  Zealand  from  25%  to  491 
already  has  a  49%  stake  in  Virgin  Atla 
Singapore  Telecommunications  Ltd.  is  o 
after  Australia's  Cable  Wireless  Optus, 
the  No.  2  Australian  phone  compai 
successful,  it  will  be  the  largest  acquij 
ever  by  a  Singapore  firm.  However 
government  would  like  to  see  more  S 
pore  companies  become  global  playe 
their  own  right,  so  there  is  a  constant 
to  promote  enterprise. 

But  as  Prime  Minister  Goh  Chok 
reminded  his  citizens  recently,  Singa 
has  never  rested  on  its  laurels  and  i 
climb  the  summit  where  Japan,  the 
and  Switzerland  are.  "We  will  have  to 
smarter  and  acquire  more  sophistic! 
capabilities  to  overcome  complex 
lenges,"  Goh  says. 

This  massive  climb  upward  is  air 


Singapore  is  an  international  business  center. 


Singapore  is  pro-business. 


Here's  why  business  is  pro-Singapore 
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Greg  Summe,  Chairman, 
PerkinElmer,  Inc. 

PerkinElmer  in  Singapore: 
Instrument  &  Optoelectronics  Manufacturing.  R&D. 


Yoichi  Morishita,  Chairman,  Member  of  the  Board, 
Matsushita  Electric  Industrial  Co.,  Ltd. 

Matsushita  Electric  in  Singapore: 
Regional  HQ  8  Manufacturing  Facilities.  R&D. 
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Pasquale  Pistorio,  President  and  CEO, 

STM  ic  roe  lec  Ironies. 

STMicroelectronics  in  Singapore 
Regional  HQ,  Wafer  Fabrication,  Assembly  &  Test,  R&D  and  Design. 
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Clateo  Caste)  lini,  Chairman  of  the  Board, 
Becton  Dickinson  &  Co. 

Becton  Dickinson  in  Singapore: 
Regional  HQ,  Regional  Manufacturing  Centre.  Regional  R&D  in  Medical  Systems. 


Lee  R.  Raymond,  Chairman  and  CEO, 
Exxon  Mobil  Corporation. 


{*>  (fe 


ExxonMobil  in  Singapore: 
Regional  HQ.  Refinery.  Petrochemical  Plant.  Applications  Research. 
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John  Hendricks,  Founder',  Chairman  and  CEO, 
Discovery  Communications  Incorporated. 

Discovery  in  Singapore: 
Asia-Pacific  HQ,  Regional  Broadcast  Centre. 


The  word  is  out,  Singapore  isn't  just  a  great  place  to  do  business,  it's  also  a  fascinating  city 
)\|J"C     to  work  and  live  in.  From  our  supe'rb  business  infrastructure  to  our  great  living  environment, 
! ylf     it's  hard  to  Find  a  hub  in  Asia  that  makes  better  business  sense.  For  more  information  on  how 
A  P  0  R  E     you  can  b6116^  from  the  investment  opportunities  in  Singapore,  visit  www.sedb-com  or  contact 
jj  -  the  Singapore  Economic  Development  Board  at  Tel:  (65)  336-2288  Fax:  (65)  339-6077. 


lerican  Offices:  Boston,  Chicago,  Los  Angeles,  New  York,  San  Francisco,  Washington  DC.  E 


Offices:  Frankfurt,  Londo 
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The  Economic  Development 
Board  has  high  hopes  for  the 
nation  to  become  a  global  hub 
for  biomedical  sciences. 


under  way  at  almost  every  level  of  society 
and  the  economy.  Education  is  one  area 
where  the  most  breathtaking  changes  are 
happening.  Changes  are  being  made  in  the 
schools  to  encourage  kids  to  think  out  of 
the  box  and  stoke  their  creative  talents. 

More  foreign  educational  institutions, 
many  based  in  the  U.S.,  have  been  invited 
to  Singapore  to  set  up  offshore  units.  For 
example,  INSEAD  and  the  Chicago  School 
of  Business  have  opened  their  Asian  cam- 
puses in  Singapore.  Starting  next  year, 
students  from  the  National  University  of 
Singapore  will  be  sent  to  Silicon  Valley  to 
study  at  Stanford  University  and  gain 
experience  with  local  technology  compa- 
nies. "Even  our  schools  are  arranging  field 
visits  to  Silicon  Valley,"  says  Tan  Chin  Nam, 
permanent  secretary  of  the  Ministry  of 
Manpower  (MOM)  (www.mom.gov.sg). 
"As  Singapore  transits  to  a  knowledge- 
based  economy  it  must  maximize  its  own 
talent  pool  and  ensure  its  indigenous  work- 
force has  the  right  skills,  know-how  and 
mindsets  to  create  new  products,  markets 
and  wealth  for  Singapore." 

An  example  of  early  successes  in  its 
journey  up  the  intellectual  value  chain  is  the 
small  but  promising  biomedical  sciences 
industry.  A  Singapore  company,  ES  Cell 
International,  is  one  of  three  major  players 
in  the  world  to  supply  stem  cells  to 
research  institutes. 

A  Global  Talent  Hub 

Singaporeans  are  not  the  only  ones  help- 
ing to  upgrade  the  economy.  Thousands  of 
skilled  foreigners,  benefiting  from  what 
many  describe  as  revolutionary  changes  to 
entry  regulations,  have  come  into  the  city- 
state  to  set  up  new  businesses  or  join 


existing  local  and  multinational  companies. 

MOM's  Tan  says  about  90,000  Employ- 
ment Pass  holders  are  currently  in  Singa- 
pore, all  from  diverse  backgrounds.  "Most 
chose  Singapore  for  the  very  same  reasons 
that  investments  were  attracted  here.  They 
see  that  Singapore  is  like  a  home  away 
from  home.  It  is  easy  to  settle  in  and  move 
around,  and  there  is  a  lot  in  terms  of  good 
food,  an  interesting  nightlife,  entertainment 
and  a  vibrant  arts  scene." 

Once  seen  by  travelers  as  simply  a  glitzy 
shopping  haven,  even  the  most  jaded  trav- 
eler will  be  impressed  by  the  plethora  of 
options:  hip  fusion  restaurants,  jazz  clubs, 
Broadway  plays,  tropical  beaches,  botanical 
gardens  and  quaint  ethnic  districts.  Singa- 
pore attracted  a  record  7.7  million  visitors 
last  year,  with  many  of  them  coming  for 
business.  (International  surveys  rank  Singa- 
pore as  Asia's  top  convention  city.)  "Our  vis- 
itors come  here  and  see  a  place  that  is  safe 
and  where  the  old  coexists  with  the  new,  a 
garden  city  where  they  could  easily  live," 
says  Yeo  Khee  Leng,  chief  executive  of  the 
Singapore  Tourism  Board  (www.stb.gov.sg). 

For  many  foreigners 
with  an  interest  in 
coming  to  Singapore, 
MOM's  Contact  Singa- 
pore (www.contactsin 
gapore.org.sg)  is  fre- 
quently a  first  point  of 
information.  With  a  world- 
wide network  of  offices 
and  a  Web  site  where 
you  can  download  entry 
forms  24/7,  the  agency 
has  become  a  popular 
one-stop  shop  for  Singa- 
pore-bound talent. 


Contact  Singapore  represents  a  s 
move  on  the  part  of  the  government  to  a1 
skilled  foreigners  as  well  as  Singapore 
living  overseas.  "We  realize  that  interna1 
ally  not  many  are  fully  aware  of  the  tij 
formations  that  have  been  taking  pla«l 
Singapore  over  the  past  few  years  in  reinii 
ing  itself  to  become  a  more  attractive!1 
competitive  city  for  global  talent,"  Tan  \\ 

Moving  Onto  the  Global  Stac 

With  China  set  to  enter  the  World  T 
Organization,  Singapore  firms  are  kee 
enhance  their  already  strong  links  with 
country.  China  already  has  70%  of  all 
eign  direct  investment  in  the  regior 
there's  urgency  felt  for  Singapore  to 
advantage  of  the  mainland's  rapid  gro> 

Not  that  Singapore  businesses  are  n 
comers  to  China:  Since  the  early  19| 
Singapore  companies,  both  large 
small,  have  been  involved  in  such  rr 
projects  as  the  Singapore-Suzhou  Indu 
al  Park.  In  fact,  China  counts  Singapon 
its  third-largest  foreign  investor. 

"We  have  an  advantage  compare 
many  other  countries,"  says  Deputy  P' 
Minister  Lee.  "Many  Singaporeans  are1 
ficient  in  the  Chinese  language  and  h 
maintained  their  Chinese  heritage.  We 
have  the  benefit  of  extensive  dealings 
the  Chinese  . . .  We  have  an  understan 
of  the  Chinese  psyche  and  attiti 
toward  doing  business  with  others." 


The  mi 


:turing  industr 


ne  of  the 


pillars  of  growth  in  the  Singapore  economy. 


IE pGakS  English,  her  native 
language  with  her 

Husband  in  the  park  each 
morning  works  as  a  Senior 
process  Engineer  in  broadband 
communications  counts 
nerself  part  of  Motorola's  team 
khe's  what  Singapore 
is  all  about. 


Yvonne  Lee,  Motorola 


Yvonne  Lee  never  expected  to  find  herself  in  a  magazine.  Dedicated  though  she  is  to  her  job,  she's 
just  another'  Singaporean  doing  what  she  loves,  and  doing  it  well.  Which  is  precisely  our  point. 
You  see,  Singapore  is  full  of  people  like  Yvonne.  People  just  as  much  at  home  with  IT  as  anyone  in 
Silicon  Valley.  People  as  fluent  in  English  as  those  you  speak  to  every  day.  People,  in  fact,  you'd 
hire  right  away  given  the  opportunity.'  It's  hardly  surprising  then,  that  Singapore,  is  already 
home  to  over  6,000  MNCs.  It's  also  the  most  connected  place  in  Asia;  99%  of  homes 
and  offices  have  access  to  broadband  and  the  island's  infrastructure  puts  a  ready-made 
regional  market  within  easy  reach. 

gapore  -  .  .. 

place  To  find  out  more  about  Singapore  and  its  people,  call  us  in  the  US  at  o 50)6 54 1185 
sut  a  d  t     or  jn  Singapore  at  65)2  1  0888,  or  visit :  www, id?  Like  Yvonne,  we'll  talk  your 

^s'a  language.  And  show  you  the  best  place  to  put  your  dot  in  Asia. 
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Singapore 

i  A  World  Trading 


Trading  Hub  Opens 


With  a  staggering  60%  of  its  exports  made  up  of  electronics  —  much  of 
it  bound  for  U.S.  markets  —  there  is  an  urgent  need  to  diversify  the 
country's  trade  architecture.  That  is  why  the  Singapore  Trade  Develop- 
ment Board  (TDB)  is  in  bilateral  talks  with  various  countries,  including 
the  U.S.,  to  conclude  free-trade  agreements.  Singapore  also  is  in  the 
forefront  of  countries  in  the  region  pushing  for  rapid  and  full  imple- 
mentation of  an  Asean  Free-Trade  Area. 

To  be  sure,  Singapore's  aggressiveness    companies  and  strengthens  the  island's 


at  sealing  new  free-trade  agreements  — 
and  opening  up  sectors  of  its  economy  to 
more  foreign  competition  —  shows  that 
it's  not  afraid  to  face  competition  head-on. 

Heng  Swee  Keat,  chief  executive  of  the 
TDB,  says  many  of  the  bilateral  free-trade 
agreements  being  negotiated  by  Singapore 
go  far  beyond  World  Trade  Organization 
(WTO)  provisions.  "On  a  bilateral  basis, 
you  can  go  much  further,"  he  says,  adding 
that  a  web  of  such  agreements  puts  wel- 
come competitive  pressure  on  Singapore 


growth  potential. 

A  few  of  the  agreements  have  generat- 
ed publicity  overseas  as  Singaporean  nego- 
tiators have  included  unique  provisions  on 
e-commerce  —  crucial  for  a  country  that's 
a  premier  e-logistics  hub. 

A  Savvy  Business  Partner  in  Asia 

Analysts  believe 
U.S.  companies  have 
an  advantage  part- 
nering with  Singa- 


pore  companies  to  target  China  and 
markets  in  Southeast  Asia,  especially! 
Beijing  about  to  seal  its  entry  into  the 

Since  Singapore  launched  its  close 
tionship  with  Beijing  more  than  20  \  t 
ago,  myriad  Singapore  companies 
developed  extensive  ties  in  China.  \N 
more,  the  Singapore  government 
excellent  political  ties  with  Beijing,  a  c 
prerequisite  to  doing  business  in 
Middle  Kingdom. 

Singapore's  diverse  cultural  makeup  a 
people  here  to  seamlessly  bridge  Eas 
West:  Local  executives  can  conduct 
ness  as  effortlessly  in  Bangalore  and  Bi  k 
as  they  do  in  their  air-conditioned  boardr< 
back  home  in  Singaport 
"We  want  to  poa 
Singapore  as  a  global 
g  for  international  busin 
It's  no  secret  that  our 
nesses  have  develofj 
good  web  of  rela'  fc 
throughout  the  reg 
Heng  says. 

Singapore's  tightly 
business  community  rr 
that  foreign  companies  can  benefit 
the  synergies  that  have  developed 
the  years.  Many  have  worked  on  ovei  .- 
projects  together  in  teams  and  are 
tioned  to  offer  a  comprehensive  ran; 
services  to  companies  wanting  to  sr. 
board  into  other  regional  markets. 

Teaming  up  with  Singaporean  col 
nies  in  the  region  translates  into  l< 


Above:         Esplanade-Theaters  on  the  Bay,  Singapore's  premier  international 

performing  arts  center,  will  open  in  2002. 
-  hove  right:  The  Singapore  skyline 


costs,  faster  start-ups  and  a  buffer  ag 
illicit  business. practices.  On  top  of  thai 
TDB,  with  an  extensive  network  of  oi 
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"We  expect  to  benefit  substantially  from  the 
country's  anticipated  economic  expansion,  arising 
from  its  entry  to  the  World  Trade  Organization." 


Kee  Teck  Koon,  Chief  Executive,  The  Ascott  Group 


ghout  the  region,  is  in  a  position  to 
good  market  intelligence  and  con- 
"We  can  help  shorten  the  learning 
of  companies  wanting  to  enter  the 
V  Heng  says. 

re  are  plenty  of  examples  of  U.S.- 
i  firms  partnering  with  Singapore 
mei)  to  penetrate  Asia.  Singapore-based 
ndas  (www.ascendas.com),  which 
working  environments  in  China,  India 
nany  other  Asian  nations,  says  U.S.- 
d  clients  represent  25%  of  its  client 
across  Asia.  Started  from  the  merger 
la's  two  major  industrial  property 
2andfllopers,  Ascendas  boasts  assets  of 
billion  (US$685  million)  and  has  more 
1 ,000  customers  ranging  from  AT&T 
itibank  to  Motorola  and  IBM. 
/s  Chong  Siak  Ching,  Ascendas'  pres- 
and  chief  executive:  "A  key  word  in 
lusmess  is  convenience.  We  support 
ustomers  in  their  business  space 
s  in  one  or  more  markets.  All  they 
to  do  is  tell  us  their  business  plan 
s,  and  we  help  them  start  up  in  a  new 
bn  quickly  and  smoothly,  saving  them 
and  money." 
lenei  other  example  is  JTC  Consultants 
v.jtc-consult.com),  which  has  devel- 
more  than  22  large-scale  industrial 
cts  in  eight  countries,  including  the 
iu  Industrial  Park.  Within  four  years, 
onsultants  supervised  the  construc- 
of  58  kilometers  of  roads  and  66 
es,  exceeding  US$50  million  in  total 
ruction  costs. 

I  Consultants'  portfolio  of  projects 
>  master  planning  consultancy,  land 
mation,  civil  engineering  and  infra- 


State-of-the-art 


structure  works  consul- 
tancy, building  services 
and  design  and  project 
management  consultan- 
cy. It  also  has  subsidiaries 
in  China,  India  and  the 
Philippines  and  has  done 
significant  consulting  work 
for  MNCs  in  1 5  countries 
throughout  Asia  and  the 
Middle  East.  Many  MNCs 
are  repeat  customers. 

The  serviced  residence 
market  is  gaining  momentum  and  attract- 
ing business  interest.  An  active  player  in 
this  industry  is  The  Ascott  Group 
(www.the-ascott.com).  With  serviced  res- 
idences in  16  cities  in  10  countries,  it  ranks 
as  Asia-Pacific's  largest  serviced  residence 
company.  Currently  with  6,000  units,  it 
plans  to  have  15,000  serviced  residence 
units  by  2005.  It  recently  soft-opened  The 
Ascott  Beijing,  its  flagship  serviced  resi- 
dence in  Beijing. 

"We  have  S$343  million  (US$196  mil- 
lion) of  serviced  residence  assets  in  China, 
which  accounts  for  about  25%  of  our  total 
serviced  residence  base.  We  expect  to 
benefit  substantially  from  the  country's 
anticipated  economic  expansion,  arising 
from  its  entry  to  the  World  Trade  Organi- 
zation, government  policies  to  boost  the 
economy  and  build  infrastructure,  and  host- 
ing of  the  2008  Olympics,"  says  Kee  Teck 
Koon,  Ascott's  chief  executive. 

Also  visible  throughout  Asia  is  PWD  Cor- 
poration (www.pwdcorp.com.sg),  the  cor- 
poratized  entity  of  the  Singapore  Public 
Works  Department  that  develops  and  man- 


Singapore  Racecourse  by  PWD  Corporation 

ages  infrastructure  and  building  facilities. 
Best  known  for  its  development  of  major 
Singapore  landmarks,  such  as  Changi  Air- 
port and  New  Parliament  House,  it  now 
ranks  as  one  of  the  leading  development 
professionals  in  the  region.  Its  projects 
have  won  many  design  competitions  and 
the  American  Institute  of  Architects 
(Philadelphia  Chapter)  award  for  the  state- 
of-the-art  Singapore  Racecourse. 

PWDCorp  is  also  heavily  involved  in 
China  with  residential  and  commercial 
projects  in  Shanghai,  Suzhou,  Chengdu  and 
Xian,  and  the  Guangzhou  Baiyun  Airport 
control  tower.  It  won  seven  of  15  interna- 
tional design  competitions  in  China  during 
the  past  20  months. 

Recently,  CH2M  HILL,  one  of  the  world's 
leading  water  resource  design  firms,  part- 
nered with  PWDCorp  to  design  and 
manage  construction  of  the  Changi  Water 
Reclamation  Plant.  When  complete,  it  will 
provide  sufficient  capacity  to  process 
wastewater  for  the  next  100  years  and 
eventually  replace  six  existing  sewage 
treatment  works.  ■ 


ROYALTY  DESERVES  ROYAL  TREATMENT. 


The  official  carrier  of  Faberge  from  The  FORBES  Magazine  Collection,  New  York  to  Singapc 

Master  jeweller,  Peter  Carl  Faberge,  handcrafted  the  first  Faberge  Egg  for  Czar  Alexander  III  of  Russia  in  U 
Ever  since,  the  House  of  Faberge  has  been  known  for  its  priceless  heirlooms  created  for  royalty.  It's  little  wori 
when  Forbes  needed  to  transport  this  invaluable  collection  for  the  first  time  to  Asia,  they  chose  us  because 
of  our  experience  in  handling  and  protecting  valuable  cargo.  The  next  time  you  Sl  ^R^pEf  CARGO 
e  a  precious  consignment,  leave  it  with  us.  It  could  not  be  in  safer  hands,  we  ve  got  what  it  takes 
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Reconstructing  Harry 

family  spat  settled,  Harry  Winston  tries  to  polish  its  image.  Is  it  too  late? 


ONALD  WINSTON  IS  EAGER  TO 
I  hear  how  salesclerks  at  Harry 
Winston  treated  a  tourist  who 
I  recently  wandered  into  the 
^^jeweler's  imposing  flagship 
re  in  Manhattan  and  asked  if  she 
d  browse.  "Were  they  disparaging  or 
re  they  friendly?"  he  frets. 
A  legitimate  concern.  For  decades  the 
eler  didn't  countenance 
one  who  couldn't  af- 
a  diamond  the  size  of 
ice  cube.  Indeed,  not 
g  ago  a  salesclerk  sent  a 
spective    buyer  to 
fany  &  Co.  when  she 
ed  about  earrings  in  the 
,000  range.  "That's  the 
d  of  thing  we're  capable 
doing,"  sighs  Winston, 
pany  chairman. 
Now  Winston,  60,  in- 
s  he's  finally  ready  to 
en  the  exclusive  image 
e  company  his  father 
ded  in  the  1920s.  The 
eover  involves  opening 
any  as  1 5  new  stores 
r  five  years — Chicago, 
s  Vegas,  Hong  Kong  and 
ndon,  among  other  pos- 
le  sites — at  a  cost  of  up 
$100  million.  Also  under 
y:  a  long-overdue  renovation  of  the 
led  Fifth  Avenue  and  Paris  stores. 
To  lure  additional  customers,  Win- 
n  will  offer  more  trinkets  and  watches 
der  $100,000.  Currently,  lower-priced 
/dry — like  $8,000  diamond-encrusted 
op  earrings — make  up  only  30%  of 
es.  The  company  aims  for  60%  by 
04.  It  may  get  there  via  new  products 
der  consideration.  Winston,  whose  of- 
t  is  littered  with  sketches  of  his  designs, 
wondering  a  line  of  handbags  and  eye- 
isses.  Perfume  is  also  a  possibility. 


("We've  made  the  juice,"  says  Winston.) 

There  is  some  risk  in  attracting  the 
kind  of  riffraff  who  buy  $8,000  earrings. 
They  may  scare  away  the  serious  cus- 
tomer looking  at  a  $100,000  brooch  (on 
which  the  gross  margin  might  be 
$45,000).  But  Winston  has  to  reach  a  bit 
to  maintain  its  revenues  ($85  million  for 
the  fiscal  year  ended  Aug.  31).  Retail  di- 
amond sales  are  expected  to  fall  12%  this 


Taking  a  second 
look  at  a  high- 
end  business: 
Ronald  Winston. 


year,  at  the  same  time  new  competition  is 
surfacing.  Among  the  companies  horn- 
ing in  on  Winston's  turf  are  high-end 
auction  houses  and  LVMH  Moet  Hen- 
nessy  Louis  Vuitton,  which  is  planning 
to  operate  a  chain  of  upscale  jewelry 
stores  for  diamond  supplier  De  Beers. 

Winston  is  ranning  its  first  image  ads 
in  years,  an  up-to-$3-million  print  effort 
now  hitting  the  likes  of  Vanity  Fair  and 
Vogue.  Ads  show  model  Carolyn  Murphy 
wearing  21  different  pieces  of  jewelry, 
large  and  small.  The  tag  line:  "Talk  to  me, 


Harry  Winston,"  immortalized  by  Mar- 
ilyn Monroe  in  the  song  "Diamonds  Are 
a  Girl's  Best  Friend." 

The  remake  has  a  feel  of  deja  vu.  Way 
back  in  1979  Ron  Winston  spoke  of 
making  the  jeweler  more  accessible,  but 
he  admits  he  never  got  around  to  it. 
"Ron's  not  an  execution  guy,  and  he's  not 
a  manager,"  says  Peter  Lamm,  chief  ex- 
ecutive of  Fenway  Partners,  a  Manhat- 
tan-based private  equity 
group.  Last  year  Fenway 
kicked  in  $55  million  and 
urged  Winston  to  hire  a 
tough  second-in-com- 
mand. Patricia  Ham- 
brecht,  a  former  president 
at  Christie's,  joined  the 
jeweler  as  president  last 
December. 

The  harder  edge  may 
help  a  company  that  has 
been  adrift  for  the  last  sev- 
eral years.  Lamm  says  a  12- 
year  legal  battle  between 
Winston  and  his  brother, 
Bruce,  sapped  the  com- 
pany of  money.  Not  to 
mention  focus:  In  court 
documents  Bruce  accused 
Ron  of  using  money  from 
Harry  Winston  to  fund 
some  of  his  considerable 
outside  pursuits,  which  in- 
clude rocket  propellants,  metallurgy, 
moviemaking  and  poetry.  The  brothers' 
dispute  was  resolved  in  July  2000,  when 
Bruce  agreed  to  sell  his  stake  in  the  com- 
pany for  $44  million,  buyout  cash  pro- 
vided by  the  Fenway  investment. 

Was  Fenway's  capital  injection 
enough  to  give  it  a  controlling  stake  in 
the  company?  Winston  and  Lamm  will 
only  say  that  its  holding  is  "significant." 

So,  too,  are  Winston's  challenges. 
Turnarounds,  like  great  diamonds,  aren't 
made  overnight.  — M.  W. 
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MAN 


AS  PRODUCT  DEMONSTRATIONS  GO,  THE  ONE  AT  A  NEW  WAL-MART  IN 
Charlotte,  N.C.  the  other  day  was  devastatingly  effective:  A  little  girl  took 
a  baseball  bat  to  a  no-name  "tote" — a  73-quart  plastic  container  for 
holding  anything  you  like — -and  tore  it  to  shreds.  Then  a  burly  grown 
man  took  the  bat  in  hand  and  began  whacking  violently  on  a  rival  box, 
the  Rubbermaid  Roughneck;  he  could  barely  dent  it. 
High  drama  rarely  descends  on  the  banal  business  of  housewares,  but  it  does  when 
the  business  is  run  by  a  driven  huckster  like  Joseph  Galli  Jr.  Since  January,  when  he  be- 
came the  first  outsider  to  be  named  chief  executive  of  Newell  Rubbermaid  Inc.  in  its  99- 
year  history,  Galli  has  painted  a  dazzling  vision  of  the  future  of  this  sleepy  maker  of  plas- 
tic tubs,  Sharpie  markers,  Goody  hair  barrettes,  Levolor  blinds  and  a  panoply  of  other 
underwhelming  wares.  He  has  preached  incessantly  to  recruits,  investors  and  retailers  of 
his  plan  to  transform  this  laggard  into  a  global  brand  juggernaut,  clocking  in  rich  prof- 
its as  consistently  as  Gillette,  Colgate-Palmolive  and  Procter  &  Gamble  do  on  their  best 
days.  The  company  sells  $7  billion  in  goods  annually.  Galli  sees  no  reason  why  it  can't 
grow  to  $50  billion:  "This  can  be  one  of  the  greatest  companies  in  the  world." 
You  don't  say. 

The  43-year-old  Galli  (pronounced  GAL-eye)  has  painted  visions  ot  greatness  before, 
but  they  have  fizzled  out.  In  19  years  at  Black  &  Decker  he  built  a  reputation  as  a  mar- 
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mVER  STORY  I  JOE  GALLI 


keting  wunderkind,  lifting  sales  of  saw  blades  and  drill  bits 
by  giving  them  catchy  names  like  Piranha  and  Scorpion.  By 
age  37  he  was  running  the  company's  crown  jewel,  the 
worldwide  power  tools  business,  but  he  had  a  falling  out  with 
his  boss  and  left  abruptly  in  1999,  accepting  an  offer  to  head 
Frito-Lay  North  America.  Hours  later  he  reneged  and  signed 
on  to  become  president  of  Amazon.com.  Its  prospects 
seemed  boundless  at  the  time:  40%  long-term  growth,  on 


down  42%.  Its  shares  have  tumbled  53%  from  their  high  q 
$49  in  1998.  Once  a  humming  growth-by-acquisition  engin^ 
the  Freeport,  111. -based  company  collapsed  under  its  owi 
weight  after  doing  its  biggest  deal,  the  hasty  $6  billion  purj 
chase  of  Rubbermaid  in  March  1999. 

Salesmanship?  Sizzle?  There  was  next  to  none  when  Gall 
arrived.  Newell  hasn't  run  a  national  ad  campaign  on  televij 
sion  in  three  years.  Last  year  it  spent  0.7%  of  sales  on  researcl 


us  is  GOING  TO  BE  A  BLOODY  FIGHT. 


ffP-  ...  and  development.  Even  th 

l-rom  now  on,  competing  against  conservative  Colgate,  whicl 

jj         calls  adding  a  new  color  of  disl 

 detergent  a  product  innovai 

tion,  spent  2%.  There  wai 
nothing  innovative  about  the  way  Newell  was  run,  either.  It  ii 
the  biggest  seller  of  pens  and  markers  in  the  world  and  tb 
top  seller  of  picture  frames,  but  it  has  made  scant  effort  t« 
squeeze  suppliers  or  move  production  to  Asia  or  Mexico  t^ 
lower  costs. 

The  $1.8  billion-a-year  Rubbermaid  unit  was  the  sickes 
division  of  the  bunch.  Its  sales  have  declined  every  year  sine 
1998,  and  it  angered  Wal-Mart  and  Home  Depot  by  slappinj 
them  with  price  increases  every  year.  No-name  rivals  such  a 
Sterilite  took  the  business,  and  now  Sterilite's  18-gallon  clea 
totes  outsell  Rubbermaid's.  Bed  Bath  &  Beyond,  one  of  thi 
fastest-growing  housewares  chains,  carries  almost  no  Rub 
bermaid  products.  Target  just  began  selling  Tupperware 
which  had  always  been  hawked  at  house  parties. 


track  to  become  a  $100  billion  company;  he  was  poised  for  a 
shot  at  succeeding  founder  Jeff  Bezos  and  ruling  what 
seemed  destined  to  become  the  biggest  retailer  in  the  world. 
"I  want  to  be  part  of  the  New  Economy,"  he  declared. 

A  year  later  he  was  gone,  leaving  Amazon  no  closer  to  a 
profit.  His  next  job,  as  chief  of  VerticalNet,  lasted  only  167 
days.  The  Internet  was  not  going  to  be  his  strong  suit. 

Now  he  has  found  himself.  At  Newell  Rubbermaid  he 
must  make  things  like  mop  buckets  and  toilet  brushes  into 
winners.  If  anybody  can  add  sizzle  to  this  unprestigious 
product  line,  it's  Galli.  He's  a  tumbleweed,  but  if  he  stays  put 
he  just  might  get  it  a  good  ways  toward  that  $50  billion  goal. 

Newell  needs  a  rescuer.  It  is  in  its  third  year  of  flat  or 
falling  profits.  This  year  sales  are  off  2.4%,  and  net  income  is 


SUDDENLY,  TRASH  CANS  ARE  SEXY 

Newell's  mundane  products  offer  retailers  far  more  attractive  margins  than  many  other  objects  of  desire. 


Rubbermaid  32  gal.  trash  can      Levolor  window  shade 

$8.00125%  $170.00145% 

retailer  margin 


Little  Tikes  Cozy  Coupe 

$39.85130% 


Sony  DVD  player 

$199.88130% 


Harry  Potter 
Prisoner  of  Azkaban 

$18.85125% 


Sharpie  marker  (1  doz.) 

$6.28150% 


Tide  (33oz.) 

$4.88120% 


Palm  Vx 

$284.00125% 


r 

i 
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Newell  Rubbermaid  started  out  99  years  ago  in  curtain  rods. 
Dozens  of  deals  since  the  1980s  resulted  in  this  array. 


Little  Tikes/Graco 


Sales 

$3,335  million 


Calphalon/Wearever_ 


Operating  profit 
$317  million 


Levolor/Hardware_ 


Parker/Eldon 
Rubbermaid  - 


Based  on  first  six  months  2001.  Profit  excludes  corporate  losses. 
Source:  Company  report 


Says  Galli:  "We  were  passive  and  defensive.  Newell  was  a 
great  company — to  compete  against.  We're  going  to  end  that 
conception  fast.  From  now  on  competing  with  us  is  going  to 
be  a  bloody  fight." 

His  turnaround  strategy  entails  hiring  a  battalion  of  col- 
lege graduates  to  hit  the  stores;  sexing  up  the  products  with 
new  TV  spots  and  jazzed-up  designs;  and  stripping  out  fatty 
working  capital.  Galli  now  demands  5%  annual  increases  in 
factory  productivity  and  unleashes  dedicated  sales  teams  that 
work  the  store  floor  and  talk  to  the  highest  levels  at  Home 
Depot,  Wal-Mart  and  Lowe's.  He  has  told  Wall  Street  that,  if 
all  goes  as  planned,  operating  margins  will  go  from  1 1%  to 
15%  in  five  years,  internal  sales  growth  will  go  from  zero  to  as 
much  as  10%  and  earnings  per  share  will  grow  15%  a  year. 

A  lot  of  folks  doubt  Galli  can  pull  it  off.  Only  4  of  15  an- 
alysts covering  Newell  have  a  buy  rating  on  the  stock,  and 
two  have  outright  sells.  "People  who  say  this  will  be  a  quick 
turnaround  are  really  overoptimistic,"  says  Eric  Bosshard  of 
Midwest  Research,  who  has  been  covering  the  company  for 
ten  years. 

Initially,  profits  will  suffer:  Earnings  per  share  will  be  off 
this  year  by  30%  to  $1.20.  But  cash  flow  from  operations 
more  than  tripled  in  the  first  half  of  this  year,  to  $360  mil- 
lion, mainly  through  the  basics  of  lower  inventories  and 
slower  payments  to  suppliers.  For  the  first  time  in  30  years, 
Rubbermaid  is  changing  the  unadorned,  utilitarian  design  of 
its  water  pitcher,  adding  a  swoosh-like  handle  and  a  rubbery 
bottom-half  to  match  a  new  line  of  kitchen  gewgaws  like  but- 
ter dishes  and  pepper  shakers. 

"I  don't  feel  like  I  have  anything  to  prove,"  says  Galli.  But 
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you  get  the  feeling  he  does.  Galli  grew  up  in  middle  cl 
Pittsburgh,  the  son  of  a  doting  mother  and  a  hard-nosed 
ther  with  an  eighth-grade  education  who  still  works  mi 
days  at  the  junkyard  he  has  owned  for  50  years.  Galli  derJ 
he  carries  a  chip  on  his  shoulder,  but  it  has  been  there  frq 
the  start.  As  a  teenager,  he  dreamed  of  wrestling  for  Pe 
State,  but  the  coach  rejected  him.  So  he  joined  the  team  at  1 
University  of  North  Carolina  at  Chapel  Hill.  He  still  relisl 
the  memory  of  beating  his  Penn  State  opponent  in  the  14 
pound  class  all  three  times  they  grappled.  Each  time,  G| 
would  glare  at  the  Penn  State  coach  as  he  walked  off  the  rrj 

Upon  graduating  in  1980,  Galli  took  a  job  as  a  sales  rep  I 
Black  &  Decker.  He  worked  his  North  Carolina  territory  ha 
driving  to  hardware  stores  in  a  van  with  an  interior  he  p 
sonally  equipped  with  a  replica  of  a  retail  wall  of  power-tj 
accessories.  Late  on  hot  afternoons  he  would  pull  up  and 
vite  tired  store  managers  to  sit  in  the  van  and  relax  with  a  cJ 
soda.  Within  a  year  his  territory's  sales  were  the  fastest-gro! 
ing  in  the  U.S. 

In  1991,  when  Galli  was  33  and  overseeing  sales  of  pow 
tools,  he  put  together  a  plan  to  launch  the  DeWalt  brand! 
Black  &  Decker's  high-margin  entry  for  skilled  tradesrrj 
and  consumer  do-it-yourselfers.  With  the  blessing  of 
bosses,  Galli  rallied  troops  of  college  recruits,  dubb 
"swarm  teams,"  who  evangelized  the  DeWalt  brand  at  sti 
openings,  union  halls  and  Nascar  races.  From  1992  to  19|j 
DeWalt   had  astounding 


growth,  going  from  $60  mil- 
lion in  sales  to  more  than  $1 
billion.  By  age  38  Galli  was 
the  second-highest-paid  ex- 
ecutive at  Black  &  Decker, 
running  the  worldwide 
power  tools  and  accessories 
business,  which  provided 
64%  of  the  company's  $4.6 
billion  in  sales. 

But  Galli  wanted  to  suc- 
ceed Nolan  Archibald  as 
chief  executive  sooner  than 
Archibald  was  ready  to  step 
aside.  Relations  soured  be- 
tween the  two,  and  Galli  was 
fired  in  April  1999.  He  re- 
ceived an  estimated  $8  mil- 
lion in  severance  and  agreed 
to  forgo  joining  a  competi- 
tor or  customer;  he  also  was 
forbidden  to  hire  away  em- 
ployees and  even  those  who 
took  other  jobs  in  the  next 
three  years. 

His  departure  set  off  a 
mad  month  of  courtship  by 
recruiters.  PepsiCo  offered 


HAUTE 
DISH  | 

Rubbermaid  designs  wen 
begging  for  an  update.  Taki 
a  peek  at  these  2002  wares 
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ONE  PEN  AT  A  TIME 


Joe  Galli  made  DeWalt  a  household  name  thanks  to  his 
"swarm  teams,"  small  armies  of  energetic  college  recruits 
who  worked  Nascar  races,  vocational  trade  shows  and 
hardware  supercenters.  He  is  drafting  a  similar  army  at 
Newell  to  swarm  all  over  Wal-Mart,  Home  Depot,  Lowe's 
and  Toys  "R"  Us.  Foot  soldier  Kristy  Schultz  is  a  bubbly 
Hoosier  from  Valparaiso,  Ind.  and  one  of  450  kids  emerg- 
ing from  the  new  Phoenix  program  this  summer.  She  was 
given  a  shiny  black  2001  Ford  Explorer  Sport  Trac  (lease 
payments  and  fuel  are  gratis)  and  a  territory  of  14  Wal- 
Marts  in  central  Illinois  and  Indiana.  Her  mission:  Make 
sure  Newell's  pens,  bowls,  buckets  and  blinds  are  neatly 
displayed,  priced  right  and  piled  high  in  prominent  spots. 
Working  12-hour  days  stacking  18-gallon  totes  30  high 
wasn't  entirely  what  she  bargained  for  as  a  public  rela- 
tions major  in  college.  "I  just  went  and  had  a  massage  last  1 
night,"  she  says.  In  August,  at  a  Wal-Mart  grand  opening  in  ■ 
Savoy,  III.,  she  worked  an  outdoor  table,  handing  free  pens  y 
and  markers  to  shoppers  who  had  taken  part  in  a  scav-  1 
enger  hunt  through  the  store  to  find  all  of  Newell's  various 
products.  Wal-Mart  employees  have  no  problem  with  her 
helping  their  customers  or  bringing  a  ladder  out  from  the 
back  room.  "They  tell  me  they've  never  seen  a  Rubbermaid 
lady  before,"  says  Schultz.  —B.U. 


the  top  slot  at  Frito-Lay,  with  $7.5  billion  in  sales  and  $1.4 
billion  in  operating  profit.  Meanwhile  Galli  was  being  wooed 
by  Kleiner  Perkins  venture  star  John  Doerr  to  join  Amazon. 
Galh  recalls  his  dad  saying  he'd  be  crazy  to  spurn  Frito-Lay: 
"You're  41.  They  have  a  bunch  of  airplanes.  You'll  be  set." 

Galli  signed  with  Pepsi  on  June  23,  1999.  He  toasted  his 
new  job  over  chilled  vodka  shots  with  Pepsi's  former  chief, 
Donald  Kendall,  and  then-Chairman  Roger  Enrico.  But 


when  he  got  back  to  his  hoo 
in  Westchester  County,  NJ 
that  night,  Amazon  recruit! 
Norbert  Gottenberg,  then  \ 
Spencer  Stuart,  was  waiting 
the  lobby.  The  two  stayed  i 
until  3  in  the  morning  hasl 
ing  out  a  deal  as  Jeff  Bez< 
flew  overnight  from  SeatC 
for  a  breakfast  meeting. 

Hours  later  Galli  calla 
Pepsi  and  quit  before  D 
started.  He  was  going  for  tt 
Web  gold— a  $200,000  salafl 
a  $7.9  million  signing  boni 
with  $2.9  million  up  fron 
and  4  million  options  exercij 
able  at  $58.  A  10%  annual  r| 
turn  on  Amazon  stock  woui 
get  him  $1.2  billion  by  age  6 
"I  felt  terrible  about  lettir 
[Pepsi]  down.  It  was  a  hai 
decision,  but  had  I  not  doi 
that,  I  would  always  hai 
wondered  what  that  life 
like,"  Galli  says  now. 

Within  48  hours  he  was 
Aspen  at  one  of  John  Doeri 
executive  summits,  minglir 
with  media  darlings  Stei 
Case  of  America  Online  ar 
Kim  Polese  of  Marimba, 
was  feeling  pretty  damn  exhi 
arated,"  Galli  says.  Reali 
soon  set  in.  A  month  later, 
July  1999,  Galli  flew  to  Reni 
Nev.  to  check  on  a  new  distil 
bution  center,  one  of  five  th 
Amazon  was  spending  $3C 
million  building.  Christm; 
was  just  five  months  away,  bi 
he  found  utter  chaos:  No  pla 
was  in  place  to  organize  jot 
no  dates  were  set  for  when  ti 
lights  would  be  up  and  worl 
ing,  and  most  of  the  equij 
ment  was  still  in  crates.  " 
was  eye-opening  to  say  the  least,"  he  says. 

Galli  made  his  share  of  enemies  at  Amazon;  he  barred  h 
software  developers  from  buying  $50,000  workstations  witl 
out  prior  approval  and  ended  a  free-aspirin  program,  a  ham 
less  cut  that  nevertheless  rubbed  everyone  the  wrong  wa 
Bezos  became  more  involved  at  staff  meetings  that  Galli  hi 
once  led  solo.  And  Amazon's  prospects  were  fading,  its  sto<j 
off  40%  12  months  after  Galli  joined.  By  March  2000  Gaj 
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Perhaps  it's  not  surprising 
that  Taiwan,  long  a 
manufacturing  powerhouse, 
is  the  world's  leading 
producer  of  PDA  interface 
panels.  But  you  may  be 
surprised  to  know  that  over 
half  the  design  work  for  these 
notebook  computers  is  the 
product  of  this  amazing 
island.  And  as  more  people 
incorporate  wireless 
communications  into  their 
lives,Taiwanese  commitment, 
dynamism,  and  quality  are 
helping  to  shape  the  new 
communications  revolution. 

As  designers,  manufacturers, 
and  partners — from  PDAs  to 
mobile  phones  to  global 
positioning  systems  and 
wireless  LANs — innovative 
Taiwanese  continue  to  play 
an  indispensable  role  in 
making  new  technology 
dependable  and  affordable. 


TAIWAN 

Great  People 
from  a  Small  Island 


iLUQLLh  SIUHY  )  JUt  uALLI 


told  John  Doerr  it  was  time  for  him  to  leave  and  run  his  own 
company;  he  even  turned  down  a  $  1  million  offer  to  stay. 

But  Galli  still  believed  zealously  in  the  Web.  The  busi- 
ness-to-business firm  VerticalNet,  sporting  a  market  value 
of  $3.6  billion,  gave  Galli  a  $4  million  signing  bonus  and  3 
million  options  priced  16%  below  the  stock  price  on  the 
day  of  the  grant. 

The  B2B  hype  faded  soon  after  he  arrived.  Galli  sold  Ver- 
ticalNet's  largest  asset,  a  broker  of  electronics  components,  to 
focus  solely  on  software.  Says  he:  "It  no  longer 
had  scale  for  me.  I  didn't  want  to  be  in  a  startup 
environment."  And  a  lot  of  VerticalNet  employ- 
ees didn't  want  Joe.  People  began  sniping  about 
his  liberal  leasing  of  a  Gulfstream  IV,  occasion- 
ally flying  alone,  and  of  how  he  was  never  with- 
out his  personal  public-relations  agent. 

VerticalNet' s  stock  dropped  from  $62  in  June  of  last  year 
to  $5  by  mid-December.  Galli  renegotiated  his  options  pack- 
age, but  the  end  came  before  it  mattered.  On  a  trip  to  Ger- 
many, Galli  got  a  call  on  his  cell  phone  from  a  recruiter  pitch- 
ing the  Newell  job.  The  company,  which  dates  back  to  a 
turn-of-the-century  maker  of  brass  curtain  rods  in  upstate 
New  York,  had  grown  quickly  in  the  1980s  and  1990s  by  ac- 
quiring manufacturers  of  office  supplies  and  housewares. 
Now  it  was  languishing. 

Galli  smiled  as  he  listened:  real  brands,  real  factories, 
48,000  employees  and  seven  corporate  jets.  Its  workaday 


wares  don't  lose  money,  either.  A  Rubbermaid  closet  or 
nizer  comes  with  a  55%  gross  margin.  Galli  quit  Vertical!  ^ 
in  early  January,  giving  up  all  options  and  $2  million  of 
bonus.  A  cartoon  in  the  Philadelphia  Business  Journal  a  sh 
time  later  portrayed  Galli  as  a  rat  escaping  a  sinking  ship  i 
Rubbermaid  tub.  (VerticalNet's  stock  is  now  down  to 
cents.)  "I  went  through  some  things  I  don't  ever  want  to  I 
again,"  Galli  says.  "I'm  a  stronger  and  less  naive  manaj 
than  I  ever  would  have  been." 

"I  went  through  some  things  I 
don't  ever  want  to  do  again.  I'M 
STRONGER  AND  LESS  NAIVE. 


How  would  your  career  look  if  con- 
densed to  a  minute?  Joe  Galli  stayed 
put  for  19  years,  then  skipped 
through  four  jobs  in  the  past  2. 
He  insists  Newell  is  his  last  one. 


2.1  seconds 

Newell 

Rubbermaid 


I.I  seconds 
VerticalNet 


3.1  seconds 
Amazon 


jo  x\y 


.006  seconds 
Pepsi 


54  seconds 
Black  &  Decker 


Even  before  Galli  quit,  he  began  boning  up  on  Newe 
business.  He  read  30  analyst  reports  going  back  two  yes 
Two  weeks  before  his  final  interview  with  the  compan 
board,  he  put  on  his  blue  jeans  and  visited  50  stores,  chatt: 
up  Wal-Mart  employees  and  memorizing  Newell's  prod: 
displays.  In  the  first  week  of  2001  he  delivered  a  one-hc 
presentation  to  the  board,  without  notes.  Scott  Cowen,  pr 
ident  of  Tulane  University  and  a  Newell  Rubbermaid  direc 
since  1999,  was  awed.  Says  he:  "This  guy  can  be  one  of  1 
legends  of  American  business." 

Suddenly  Galli  was  back  in  the  same  consumer  brand 
mosphere  he  had  breathed  at  Black  &  Decker.  Galli  blocl- 
off  his  calendar  for  the  first  three  months  to  travel  the  woi 
and  meet  every  manager  he  could.  His  predecessor,  John  N 
Donough,  a  diabetic  whose  leg  had  been  amputated  in  19' 
spent  nearly  all  of  his  time  at  executive  headquarters  in  1 
loit,  Wis.  Galli  spent  all  of  36  hours  there  in  his  first  6  mont 

Galli  was  stunned  by  the  lassitude  he  saw.  Almost  evi 
day  he  was  getting  calls  from  divisions  breaking  bad  ne 
that  their  wares  were  losing  product  reviews  at  Wal-Ma 
Home  Depot,  Kmart  and  Target.  In  his  first  week  he  hit  I 
housewares  show  in  Chicago.  In  its  heyday  in  the  early  19? 
Rubbermaid  earned  30%  of  its  sales  from  new  products  ai 
dazzled  the  show  with  its  elaborate  displays.  His  tour  of  1 
Rubbermaid  booth  took  five  minutes — only  three  new  pre 
ucts  were  on  display. 

One  month  into  the  job,  at  an  executive  conclave 
Amelia  Island,  Fla.,  Galli  held  forth  with  a  90-minute  strate 
speech.  Again,  no  notes.  "You  have  to  declare  yourself  as  f 
as  you  can  to  avoid  ambiguity,"  he  says.  He  shamed  th< 
with  photos  from  30  examples  he  found  of  "heinous"  ret 
product  displays.  Instead  of  joining  the  crowd  to  play  golf  t 
next  day,  Galli  flew  to  Toronto  for  a  dinner  speech  to  1 
Canadian  sales  team.  "This  is  supposed  to  be  a  global  coi 
pany,  and  no  one  could  remember  the  last  time  anyone  frc 
high  command  has  been  to  Canada." 

Managers  eager  to  push  faster  growth  suddenly  saw  th 
pet  projects  funded  for  the  first  time.  The  $1.9  billion  pen 
vision  had  only  tiptoed  into  the  $800  million  children's  m; 


It 
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iven  the  market's  current  turmoil,  what  advice  can  you  offer  your  clients? 

ur  first  mandate  is  to  help  clients  protect  their  assets.  But  these  same  volatile  and  uncertain  market  conditiotis 
ay  also  present  smart,  long-term  opportunities. 


ut  preservation  of  assets  is  the  priority? 

eservation,  but  not  passivity.  We  begin  our  work  with  every  client  with  a  deep  respect  for  what  they  have 
-hieved.  It's  about  honoring  those  achievements.  And,  at  the  same  time,  nurturing  assets  so  they  may  grow  over 
lifetime  and  beyond. 

oupled  with  guidance? 

ow,  more  than  ever,  clients  want  an  advisor  who  can  help  make  sense  of  all  the  information  available.  Someone 
ho  can  help  them  select  a  suitable  alternative  from  the  myriad  of  choices  out  there.  That's  the  opportunity. 

hey 're  seeking  shelter  from  the  storm? 

o  doubt.  Our  expertise  and  knowledge  provide  a  high  level  of  comfort. 

nd  when  the  market's  on  the  upswing,  what  then? 

r  relationships  with  our  clients  aren't  predicated  on  the  mood  of  the  market.  There  is  no  expiration  date  on  what 
have  to  offer:  help  in  maintaining  a  clear  and  guided  path  through  an  increasingly  murky  and  complex  world. 

To  have  your  own  dialogue  with  us,  call  1.800.996.2500,  ext.  140 


citigroupj 

private  bank 


Ninety  offices  in  fifty -eight  cities  around  the  world. 

itigroup  Private  Bank"  provides  services  and  products  through  various  Citigroup  affiliates.  In  the  U.S..  investment-related  services  are  offered 
gh  various  Citigroup  affiliates,  including  Citicorp  Investment  Services,  member  NASD/SIPC.  Not  all  services  and  products  are  available  at  all 
locations.  For  more  information,  contact  The  Citigroup  Private  Bank.  ©2001  Citicorp.  All  rights  reserved. 

[investment  Products:  Not  FDIC  Insured  »  No  Bank  Guarantee  »  May  Lose  Value] 


ket,  dominated  by  Crayola  with  a  75%  share.  Galli  green-lighted 
a  $2  million  ad  campaign.  "Joe  told  us,  'You  guys  have  to  think 
bigger,  faster,  more,  more,  more,' "  says  Paul  Donahue,  president 
of  Newell's  Sanford  North  American  pen  business. 

Veteran  employees  were  in  a  panic,  calling  around  to  see 
what  the  new  boss  wanted.  Galli  needed  to  bring  in  people 
he  could  trust,  so  in  April  he  called  Black  &  Decker's  general 
counsel  and  got  permission  to  recruit  managers  who  had  left 
since  1999.  Within  48  hours  he  had  signed  nine  of  them. 

It  irked  Galli  that  a  Rubbermaid  purchasing  manager 
had  a  cozy  friendship  with  a  supplier  of  manufacturing  tools 
for  its  factory  in  Wooster,  Ohio.  He  wanted  to  know  why 
Rubbermaid  wasn't  clobbering  the  supplier  for  lower  prices 
and  inviting  bids  from  cheaper  rivals  in  China.  He  fired  the 
manager  in  April. 

Some  of  those  fired  began  hitting  Internet  chat  rooms  to 
blast  Galli — calling  him  "Little  Joe"  and  assailing  his 
use  of  corporate  jets  and  the  $20  million  he  spent  to 
sponsor  a  Nascar  driver.  An  anonymous  package  was 
sent  recendy  to  FORBES  with  a  warning  that  Galli  is 
"the  next  Al  Dunlap,"  and  a  two-page  confidential 
letter  purportedly  from  a  20-year  company  veteran 
pleading  with  Newell's  former  chairman,  Daniel  Fer- 
guson, to  stop  Galli  or  he  would  "ruin  the  company." 

Galli  canceled  the  annual  golf  retreat  at  Lake 
Geneva,  Wis.  It  had  cost  $1  million  and  occupied 
200  top  executives  for  a  week.  "Some  don't  like  my 
style,  but  guess  what?  We're  not  running  a  country 
club  here.  We're  going  to  win.  We're  going  to  be  a 
company  that  makes  our  numbers,"  he  says.  He  also 
ended  the  biweekly  chapel  service  at  the  Graco 
baby-products  division,  though  it  was  started  by 
Graco's  devout  Christian  founders  in  1955. 

At  Rubbermaid  a  clean  sweep  is  being  made  by 
new  chief  David  Klatt,  37,  a  longtime  Galli  pal.  Klatt 
did  his  own  New  Economy  U-turn  from  Black  & 
Decker  to  a  one-year  stint  at  wireless  infrastructure 


"Some  don't  like  my  style,  but  guess 
what?  WE'RE  NOT  RUNNING 
A  COUNTRY  CLUB  here, 


lost  shelf  space  next  year. 

To  make  sure  that  happens,  Galli  has  pledged  to  sp< 
$40  million  a  year  on  what  he  calls  the  Phoenix  progran 
reprise  .of  the  "swarm  teams"  that  pitched  DeWalt  poi 
tools  (and  an  idea  he  floated  unsuccessfully  at  Amazon)! 
the  summer  Newell  hired  450  wide-eyed  recent  college  gr| 
to  sell  the  bejesus  out  of  Newell's  everyday  goods.  E 
youngster  got  a  $37,000  salary,  use  of  a  new  car  emblazoi 
with  a  logo  and  eight  days'  worth  of  free  clothes. 

In  the  past  two  months  the  Phoenix  kids  have  staci 
displays  at  the  end  of  5,000  aisles  at  mass  merchants  and 
scended  on  30  Wal-Mart  openings.  At  a  Lowe's  in  West 1 
ginia,  one  Phoenician  put  20  five-gallon  coolers  near  the  c 
tractor  area  and  sold  them  all  by  the  time  he  left  in 
afternoon.  "Our  stuff  is  more  impulsive  than  power  tools 
the  more  we  get  out  by  the  registers,  the  more  it  will  fly," 


firm  AirClic.  At  Rubbermaid  he  has  tripled  spending  on 
new-product  development  and  is  putting  the  brand  on 
prime-time  TV  this  fall  for  the  first  time  in  three  years.  The  ad 
blitz  will  cost  $15  million — more  than  was  spent  in  the  last 
ten  years  combined. 

Klatt  is  pushing  science  and  fashion  in  equal  parts.  Due 
next  year:  the  first  line  of  stain-resistant  food  containers, 
which  eliminate  that  evil  reddish  tinge  caused  by  the  acids  in 
tomato  sauce.  He  gushes  that  after  product  reviews  with  Wal- 
Mart,  Kmart  and  Target,  the  word  is  Rubbermaid  will  regain 


Richard  Kern,  a  Black  &  Decker  alum  v 
manages  the  Lowe's  account. 

One  conspicuous  absence  from  Ga 
playbook  is  a  big  Internet  strategy.  Says 
"We  can  have  the  most  killer  Web  site  in 
world,  but  if  we  don't  have  reps  building 
caps  in  Home  Depot  and  Wal-Mart, 
sales  aren't  going  to  go  up." 

Joe  Galli  feels  like  he  has  come  home  again,  walk 
stores  and  factories  far  from  the  digital  fantasyland  occuf 
by  Jeff  Bezos  and  John  Doerr.  He  gets  down  on  one  kne< 
rifle  through  an  18-gallon  Rubbermaid  Brute  container  fi 
with  spatulas,  combs,  hair  scrunchies  and  markers.  Pn 
mundane  and  mature  product  lines,  but  he  had  dozen 
ideas  for  putting  them  in  more  aisles  at  Wal-Marts  eve) 
where.  "Mature?  Bullshit!  This  not  a  mature  market,"  hei| 
sists.  "There  are  only  mature  managers." 
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4th  Annual 
Jupiter 


>f  Sic 


Financial 
Services,,, 

October  2-3  I  Sheraton  New  York 


DWN  the  Online  Customer 

Jupiter  Analysts  and  Industry  Experts  Take  a  Stand  on  the 
nost  critical  issues  facing  financial  services  today  including: 

>  Asset  Gathering 

>  Integrated  Finance 

>  Electronic  Bill  Presentment  and  Payment 

>  Emerging  Payments 

>  Account  Self-Service 


a  a  -  Li  . 


"As  time  goes  by  and  more  features  are  bundled, 
it  becomes  the  responsibility  of  the  financial 
institution  not  to  provide  more  choices,  but 
fewer  wrong  choices." 

>  Robert  Sterling,  Senior  Analyst, 

Jupiter  Media  Metrix,  2000  Jupiter  Financial  Services  Forum 


Jupiter  Media  Metrix  is  uniquely  qualified  to  bring  you  the  2001 
Tinancial  Services  Forum.  Now  in  its  4th  year,  the  event  features  an 
jnrivalled  program  featuring  Jupiter  Analyst  insight,  keynote  conversations 
ivith  the  industry's  most  respected  luminaries,  roundtable  discussions  with 
executives  at  the  heart  of  the  most  pressing  issues,  and  data  to  drive 
Jecision-making.  Listen,  learn,  ask,  network,  and  sit  down  with  a  Jupiter 
Analyst  for  a  conversation  about  how  the  day's  topics  affect  your  business 
ipecif icaliy-only  Jupiter  Media  Metrix  provides  this  unique  vantage  point. 


Space  is  limited,  register 
www.jmm.com/fsforum 

1.800.488.4345  x6424 


produced  by: 


Jupiter  Media  Metrix 


Our  concept  cars  utilize  a  lightweight 
metallurgical  technology  others  don't. 

It's  called  a  license  plate. 


Our  concept  cars  are  accustomed  to  going  where  others  fear  to  tread.  The  real  world.  Because  we  design  them  to  be  much  more 
than  window  dressing  at  the  annual  auto  show.  Think  about  it.  What  other  manufacturer  had  vehicles  like  these  go  from  prototype 
to  production — Dodge  Viper,  Chrysler  Prowler,  Chrysler  PT  Cruiser,  and  Jeep  Liberty?  And  now,  a  new  sports  coupe  inspired  by  the 
Chrysler  Crossfire  Concept  Car.  It's  one  thing  to  think  ahead.  We  prefer  to  drive  you  there.  Find  out  more  at  www.daimlerchrysler.com. 


C^^^R  Jeep 

DODGE 

Brands  of  DaimlerChrysler 
1000  Chrysler  Drive,  Auburn  Hills,  Ml  48326 


K  SILVIA  SANSONI 

URING  THE  GULF  WAR  AN 
Iraqi  armored  vehicle  travel- 
ing with  a  convoy  across  the 
Kuwaiti  desert  exploded  in  a 
fireball.  Clambering  out  of 
eir  vehicles,  Iraqi  soldiers  thought 

[;y  had  been  struck  by  a  missile  and 
rrendered,  lying  facedown  in  the 
id.  It  wasn't  a  rocket.  They  were  on 
le  wrong  end  of  a  Barrett  M82A1  .50- 
■liber  semiautomatic  rifle  fired  by  a 
mgle  U.S.  Marine  nearly  a  mile  away. 
Barrett  rifles  have  become  the  dar- 
gs  of  the  Marine  Corps'  Scout 
(ipers  and  the  Army's  Special  Forces 
cause  they  can 
ock  out  targets  up 
2  miles  away  and 
ve  enough  fire- 
wer  to  take  down  a 
licopter,  wipe  out 
ar  installations  or  blast  through  a 
nforced  bunker.  Military  contracts 
e  helped  push  sales  of  Barrett 
earms  Manufacturing  from  $1  mil- 
in  1988  to  $8  million  last  year.  All 
s  while  the  U.S.  gun  industry  has 
^Un  shrinking — firearms  production 
^His  fallen  30%  to  3.5  million  units 

Ice  1994. 
But  what  keeps  Barrett  profitable  is  a 
■ferent  kind  of  customer:  gun  collec- 
^Hji  sand  long-range  target  shooters  who 
;cy  "bold  weapons  that  can  do  bold 
ugs,"  says  Ronnie  G.  Barrett,  the  affa- 
47-year-old  founder.  His  .50-caliber 
les  are  the  largest  firearms  that  can  be 
ally  owned  by  civilians.  Although 
mercial  sales  make  up  only  30%  of 
total  business,  they  keep  production 
s  humming  between  government 
tracts,  which  can  take  up  to  a  decade 
ash  out.  Walking  through  his  tiny 
ory  in  Murfreesboro,  Tenn.,  Barrett 
es  at  the  35  workers  meticulously 
ving  and  welding  glistening  steel 
ts.  "If  the  military  had  to  support 
,"  he  says,  "I  wouldn't  be  here.  None 

is  stuff  would  be  here." 
His  survival  is  far  from  bulletproof, 
ecent  years  low-priced  competitors 
e  been  gunning  for  Barrett's  com- 


mercial business.  When  Barrett 
dreamed  up  his  big  gun  in  1982,  no 
one  else  made  more  than  a  handful  of 
guns  that  fired  .50-caliber  bullets  (half 
an  inch  wide  by  2.5  inches  long). 
Today  he  has  a  50%  share;  more  than 
two  dozen  manufacturers  make  .50- 
caliber  rifles  that  anyone  over  the  age 
of  18  with  a  clean  record  can  buy. 
Competitors  are  undercutting  Bar- 
rett's top-of-the-line  $7,300  semiauto- 
matic with  more  affordable,  manually 
loaded  models — from  ArmaLite's  sin- 
gle-shot AR-50  rifle  ($2,600)  to  Wat- 
son's Weapons'  the  Boss  ($1,600). 
Barrett  is  fighting  back  with  the 


those  in  Panama  and  Grenada.  But 
when  the  Marines  needed  an  emer- 
gency supply  of  300  guns  for  operation 
Desert  Storm,  the  supersize  semiauto- 
matic M82A1  was  the  only  commer- 
cially available  .50-caliber  rifle. 

Barrett  barely  broke  even  on  the 
sale  but  used  the  U.S.  military's  en- 
dorsement to  win  contracts  from  for- 
eign governments.  Today  exports  to  35 
countries  account  for  50%  of  sales.  A 
savvy  promoter,  Barrett  wooed  civil- 
ians by  promoting  the  30-pound,  5- 
foot-long  rifle  as  "battle-proven"  and 
the  "most  widely  used  .50  caliber  by 
military  organizations  around  the 
world."  Gun  buffs  like 


M99,  an  entry-level  rifle  with 
fewer  moving  parts  that  retails 
for  $3,100.  But  his  boldest 
move  will  come  later  this  year 
when  he  steps  out  of  the  .50- 
caliber  niche  with  a  new  .30- 
caliber  tactical  rifle  designed  for  police 
SWAT  teams.  Barrett  hopes  that  market 
will  boost  annual  sales  to  $20  million 
over  the  next  three  years.  The  police, 
though,  are  a  tough  target  for  a  mar- 
keter. The  country  has  18,769  state  and 
local  law  enforcement  agencies  that  each 
do  their  own  buying. 

When  Barrett  built  his  first  semi- 
automatic in  1982  it  was  so  powerful 
that  few  people  took  it  seriously  at 
trade  shows.  "People  would  ask,  'Does 
that  shoot  a  deer  and  skin  it  automati- 
cally?'" he  recalls.  Business  was  no 
laughing  matter:  Barrett  had  piled  up 
$1.5  million  in  debt  to  banks  and 
friends  before  landing  his  first  govern- 
ment contract — an  order  for  100  guns 
from  the  Swedish  Army  in  1989. 

Then  came  the  Gulf  war  and  Bar- 
rett's big  break.  Until  then  the  military 
didn't  have  much  call  for  a  .50-caliber 
weapon;  it  wouldn't  take  out  a  Soviet 
tank,  and  it  wasn't  well  known  enough 
at  the  time  for  light  and  quick  raids  like 


Big  bad  bullet: 
The  .50  caliber 
was  developed 
soon  after  World 
War  I  to  pierce 
heavy  armor. 


weapons  adopted  by  the 
military  because  they  have  an 
easy  time  scoring  spare 
parts — and  appreciate  the 
whiff  of  patriotism.  "Ameri- 
cans fall  in  love  with  the  car- 
tridge that  saved  their  coun- 
try," says  Barrett. 

Then,  of  course,  there  is  the  notori- 
ous boy-toy  appeal  of  big  guns.  No  one 
knows  this  better  than  Barrett,  who 
hunted  small  rodents  and  shot  tin  cans 
on  the  farm  where  he  grew  up.  A  one- 
time commercial  photographer,  he 
never  lost  his  fascination  for  the  me- 
chanics of  firearms,  "how  the  different 
parts  link  and  leverage  off  each  other, 
how  the  springs  store  energy  and  release 
it,"  he  rhapsodizes.  He  built  his  first  gun 
after  a  local  gunmaker  dared  him  to  de- 
sign a  .50  caliber  for  recreational  use. 

Now  the  dare  comes  from  competi- 
tors. Barrett  is  hoping  to  widen  his  lead 
with  a  helping  hand  from  the  State  De- 
partment, which  recently  gave  him  the 
okay  to  sell  rifles  to  civilians  in  Europe,  a 
market  that  was  off-limits  under  the 
Clinton  Administration.  He  is  also 
working  on  interchangeable  compo- 
nents that  can  turn  the  .50-caliber  semi- 
automatic into  a  grenade  launcher.  That 
one's  for  the  military  alone.  For  now.  F 
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A  WING  AND  A  PRAYER 

Would  you  be  willing  to  commute  in  a  flying  ferryboat? 


BY  MONTE  BURKE 

WILLIAM  RUSSELL  THOUGHT  HIS 
dream  of  a  hybrid  boat-plane 
was  finally  taking  off  as  he  saw 
his  Flarecraft  rise  above  Long  Island 
Sound  one  recent  morning.  Within  sec- 
onds the  five-seat  winged  craft  was  zip- 
ping 5  feet  over  the  water  at  60mph.  It 
was  a  proud  moment  for  Russell,  who 
watched  along  with  an  executive  from 
Lockheed  Martin,  which  had  agreed  to 
buy  two  of  the  unlikely  vessels. 

Less  than  a  minute  into  the  demo,  the 
Flarecraft  pitched  up  into  the  air,  crash- 
ing on  its  side  in  a  shower  of  water  and 
plane  parts.  The  pilot  wasn't  hurt,  but  it 
was  another  setback  for  Russell,  53,  who 
has  spent  14  years  and  $10  million  trying 
to  revolutionize  water  travel. 

With  a  225hp  Continental  aircraft 
engine,  21 -foot  wingspan  and  an  air- 
plane-shaped body,  the  Flarecraft  can 
travel  350  miles  in  three  and  a  half  hours 


on  47  gallons  of  fuel.  Before  taking  off  it 
floats  like  a  seaplane  on  pontoons  at- 
tached to  its  wingtips.  At  20mph  it  be- 
gins to  lift  the  pontoons,  and  at  60mph 
it's  airborne,  skirting  the  water  by  1  to 
10  feet.  It  works  by  using  "wing-in- 
ground  effect."  The  shape  of  the  Flare- 
craft's  wings  slow  down  air  under  the 
wing,  lifting  the  craft  while  decreasing 
drag — similar  to  the  way  a  bird  uses  the 
air  when  it  swoops  near  water. 

A  former  investment  banker,  Russell 
dreamed  of  a  newfangled  commuter 
craft  while  schlepping  to  Wall  Street  on 
the  subway  in  1987.  A  sailboat  racer  and 
radio-controlled-plane  junkie,  he  fanta- 
sized about  a  small,  Jetsonesque  vessel 
that  could  travel  by  air  but  take  off  and 
land  in  water  like  a  seaplane.  Then  a 
friend  mentioned  the  late  Alexander  Lip- 
pisch,  a  German  who  discovered  wing- 
in-ground  effect.  Russell  licensed  the 
patents  from  Lippisch's  widow  for  an 


Still  grounded:  William  Russell's 
hybrid  plane  isn't  ready  for  takeoff. 

undisclosed  royalty. 

He  had  German  firm  Mess© 
schmitt  Bolkow  Blohm  develo 
ultralight  planes,  but  scrappa 
them  when  he  discovered  trj 
bodies  were  too  heavy.  Russej 
then  worked  with  boatmaka 
Merrifield-Roberts.  In  1994  th 
four-seat  Trainer,  with  a  Lj| 
coming  160hp  engine,  was  fed 
tured  as  a  $250,000  pleasure  era! 
in  the  Neiman  Marcus  Christm^ 
catalog.  Despite  400  inquiry 
from  well-to-do  thrill  seeker 
Russell  backed  out  of  selling  tb 
Trainer,  fearing  liability.  Merrj 
field  bowed  out,  too.  "We  didm 
feel  it  was  a  viable  vessel,"  sa< 
John  Merrifield,  cofounder  of  trj 
boatmaker.  "It  wasn't  proper] 
engineered." 

Russell  refocused  on  slight! 
larger  craft  that  companies  cou] 
use  as  ferries — assuming  the  rislj 
themselves.  He  coaxed  $5  milliol 
from  investors  and  manufacturer! 
including  Ticom,  a  former  NortH 
rop  Grumman  unit,  to  develop  trj 
current  model,  which  adds  a  sei 
and  boosts  the  payload  to  1,200  pound! 

But  as  Lockheed  learned,  the  late 
version  is  still  far  from  perfect.  Surfaq 
tension  in  the  water  can  sling  the  era 
out  of  control  or  cause  it  to  bounce  vi< 
lently.  There's  also  a  tendency  for  ft 
craft  to  pitch  nose  up.  Such  problem; 
have  led  to  five  wrecks.  In  April  a  cuii 
tomer  wiped  out  spectacularly  in  Rhodi 
Island's  Narragansett  Bay  after  alteriril 
the  design  of  the  plane.  The  pilot  was  iij 
jured  and  the  plane  destroyed.  The  sam 
month  the  Coast  Guard  banned  civilian 
from  the  craft  and  restricted  the  timj 
and  areas  in  which  it  can  fly. 

Russell  is  trying  to  drum  up  anoftw 
$10  million  to  develop  a  12-seater.  TB 
idea  is  to  compete  with  island  ferryboat 
in  places  like  Greece  and  the  Bahama! 
By  his  math,  some  300  Flarecrafts  coul 
generate  $1  billion  in  sales  charging  $1; 
mile  per  seat.  It  might  be  easier  to  put 
pig  into  self-propelled  orbit.  I 
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THE  BOOK  OF  (@  BUSINESS 


Lets  hear  it  for  the  1928  nickel  and  its 
49,000%  R.O.I. 


*  LEGAL  NOTE :  IBM.  the  e-business  logo  and  other  marks  designated  ®  or  ™  are  trademarks  of  International 


(@  business  infrastructure 


R.O.I. 

RETURN  ON  INVESTMENT  OR  REALLY 
OUTSTANDING  INFRASTRUCTURE? 


BUSINESS.  It's  all  about  return  on 
investment.  Think  about  it.  There's  a 
finite  amount  of  money  available.  If  it 
runs  out,  game  over.  And  if  you  make  a 
sizable  IT  investment  in  your  company, 
you'll  want  to  see  a  return. 

But  where's  the  "sweet  spot"?  What's 
the  optimal  investment?  Under  invest  and 
you  run  the  risk  that  your  intrastructure 
(the  hardware,  software  and  services 
underlying  your  business)  won't  be  able 
to  manage  demand.  Over  invest  and  you 
waste  capital.  Wads  ol  it.  You  need  help 
striking  that  magic  balance  and  finding 
the  optimal  investment  to  help  your 
business  prosper. 

Of  course,  you  can  attain  convincing 
returns  by  simply  cutting  costs.  But,  then 
again,  you  could  deploy  our  Return  on 
Web  Investment  (ROWI)  methods  to 


provide  a  framework  for  evaluating  your 
investments.  Designed  by  IBM  Global 
Services,  they  make  measuring  intangibles 
possible  and  help  thousands  of  companies 
tackle  difficult  infrastructure  investment 
questions  every  day. 

Will  moving  a  segment  ol  your  business 
online  impact  sales?  Will  streamlining 
your  investments  allow  your  company  to 
implement  processes  faster?  ROWI  can 
provide  the  answers. 

So  whatever  your  individual  needs, 
IBM,  together  with  our  Business  Partners, 
will  help  you  balance  your  spending  and 
find  black  ink  sooner  than  you  think.  For 
more  information,  call  800  426  7080  (ask 
for  invest)  or  visit  ibm.com/e-business/roi 
for  our  latest  white  paper,  to  help  you 
determine  the  ideal  way  to  finance  your 
e-business  infrastructure. 


Business  Machines  Corporation  in  the  United  States  and/or  other  countries.  ©  2001  IBM  Corporation.  All  lights  reserved 


TECHNOLOGY 


The  Weakest  Link 


Business'  biggest  problem 
is  predicting  what  customers 
want  and  when.  A  burgeoning 
software  industry 
answers  these  key  questions. 

BY  CHANA  R. SCHOENBERGER 

TAYLORMADE-ADIDAS  GOLF  HAS 
three  titanium  drivers  in  its  300 
Series,  the  most  popular  line 
among  professional  golfers.  But 
the  company  doesn't  know 
which  $499  club  will  score  best  with  plain 
old  duffers.  To  find  out,  TaylorMade  is 
turning  to  a  fortune-teller:  demand  man- 
agement software. 

Businesses  have  spent  billions  in  the 
past  few  years  automating  their  supply 
chains.  Now  many  are  focusing  on  the 
other  end  of  the  spectrum:  demand.  It 
poses  a  much  tougher  challenge  and, 
potentially,  a  far  richer  payoff.  Knowing 
what  will  sell  and  when  lets  companies 
carry  less  inventory,  keep  the  right 
items  on  shelves  and  sell  more  of  them 
at  full  price.  Not  knowing  is  expensive. 
Marked  down  items  account  for  up  to 
35%  of  retail  sales,  says  Harvard  profes- 
sor Ananth  Raman. 

Now  companies  such  as  Colgate- 
Palmolive,  Unilever  and  Hyundai  are 
turning  to  sophisticated  new  software 
to  do  the  predicting  for  them.  At 
Hyundai  Motor  America's  parts  divi- 
sion, forecasting  software  has  helped  to 
reduce  delivery  time  to  the  distribution 
centers  by  20%.  The  software,  from  De- 
mand Management,  increased  inven- 
tory turnover  from  3  to  to  3.4  turns  an- 
nually in  two  years.  It  let  7  planners  do 
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SOFTWARE 


work  of  12,  says  George  Kurth,  eli- 
sor of  supply  chain  and  logistics. 
Dai-Tile  International  used  soft- 
Lre  from  Demantra  to  learn  that  95% 
its  angle-corner  bathroom  tiles  are 
Id  to  West  Coast  customers.  That  led 
Dallas  tilemaker  to  shift  80%  of  the 
ecialty  tiles  to  its  California  distribu- 
If  ^n  centers,  up  from  50%.  And  at  the 
If  -therlands  unit  of  Unilever  Bestfoods 
■1  rope,  forecasting  errors  dropped 
T»m  40%  to  25%  in  a  pilot  program, 


Looking  into  the  crystaT 
Unilever's  Ronald  Vonk. 


leading  to  a  projected  inventory  savings 
of  $7  million,  says  Ronald  Vonk,  Euro- 
pean process  reengineering  head. 

Demand  software  has  been  around 
since  the  old  mainframe  days,  but  it  is 
booming  especially  now  as  more  corpo- 
rate data  are  accessible  online  and  the 
tools  grow  more  savvy.  The  software 
now  uses  weather  readings,  economic 
trends  and  geographic  variances,  as  well 
as  artificial-intelligence  techniques,  to 
learn  from  mistakes.  Software  makers 
range  from  small  shops  to  ti- 
tans. Companies  like  De- 
mantra of  Cambridge,  Mass., 
St.  Louis-based  Demand 
Management  and  Nonstop 
Solutions  of  San  Francisco 
focus  on  forecasting,  while 
bigger  names  like  Dallas- 
based  i2,  Manugistics  of 
Rockville,  Md.,  Germany's 
SAP,  and  Oracle  sell  demand- 
planning  as  one  module  of  a 
larger  integrated  package. 

Some  40%  of  big  firms  have  de- 
mand software.  In  three  years  most 
large  firms  will  use  it,  says  Manugistics 
Chief  Executive  Gregory  Owens, 
whose  clients  include  Brown  & 
Williamson,  Georgia-Pacific  and  Fuji 
Photo  Film  USA. 

Unilever  uses  Demantra's  software  in 
the  Benelux  region,  with  a  Scandinavian 
rollout  under  way.  Unilever,  the  purveyor 
of  Dove,  Lipton,  Plellmann's  and  hun- 
dreds of  other  brands,  chose  Demantra 
over  SAP  for  its  accuracy,  says  the  project 
manager,  Ronald  Tomassen.  Before  the 
pilot  went  live  in  January,  Unilever's 
planners  labored  with  spreadsheets,  pen- 
cils and  guesswork;  they  still  cringe  at 
one  gaffe  involving  a  glut  of  $400,000 
worth  of  smoked  sausages.  Now  the  soft- 
ware handles  routine  forecasts  and  en- 
ables the  staff  to  fine-tune  more  com- 
plex tasks  such  as  promotions. 

Unlike  other  software,  Demantra 
runs  on  Bayesian  algorithms,  a  self-cor- 
recting type  of  mathematical  formula 
that  uses  probability  to  determine  the 
causal  relationships  between  variables. 
In  a  non- Bayesian  program,  the  com- 
puter picks  which  of  two  dozen  statisti- 


cal models  best  matches  past  sales  pat- 
terns. Bayesian  algorithms  allow  the 
computer  to  run  several  models  simul- 
taneously, using  bits  of  each  formula  to 
form  a  new  model.  The  software  learns 
from  its  mistakes,  choosing  the  best 
mix  of  models  for  each  forecast. 

Demand  software  also  is  gaining 
among  retailers.  O'Reilly  Auto  Parts, 
which  sells  100,000  parts  in  its  850  retail 
stores  and  8  distribution  centers,  uses 
Nonstop's  software  to  forecast  seasonal 


►  By  the  Numbers 


Not  One  Wiper  More 

O'Reilly  Auto  Parts  uses  forecasting  software 
to  predict  how  many  windshield-wiper  blades 
its  distribution  centers  need  to  keep  in  stock. 

Wiper  blades  sold  monthly  in  summer. 

Wiper  blades  sold  monthly  in  winter. 

Number  of  wiper  blades  needed  for 
minimum  inventory  levels,  according  to  O'Reilly's 
demand-planning  software. 


spikes  and  dips.  For  windshield-wiper 
blades,  the  software  takes  O'Reilly's  re- 
quirement that  the  part  be  in  stock  99.6% 
of  the  time  and  factors  in  the  annual  win- 
ter surge  in  demand  in  snowy  areas.  The 
forecasts  have  increased  inventory 
turnover  from  4.5  to  6.5  times  per  year, 
says  Michael  Williams,  a  vice  president. 

As  companies  learn  what  products 
will  sell,  they  are  able  to  collaborate 
more  closely  with  their  customers.  Ven- 
dor-managed inventory,  in  which  the 
manufacturer  collects  sales  data  directly 
from  its  retailers'  cash  registers  and  re- 
stocks their  shelves,  is  catching  on. 

Colgate-Palmolive  uses  SAP  soft- 
ware to  furnish  forecasts  to  the  distrib- 
ution centers  of  a  few  big  store  chains, 
telling  the  retailers  how  much  tooth- 
paste they  need  and  when.  Unilever  is 
also  moving  to  collaborative  forecasting 
in  the  U.S.  and  U.K.,  with  pilots  in  place 
involving  Kmart  and  British  grocer 
Sainsbury's.  Says  Unilever's  Tomassen: 
"The  end  is  sharing  planning  informa- 
tion with  customers."  Someday  we'll 
no  longer  have  to  search  for  Play- 
Stations and  Beanie  Babies,  products  so 
hot  they're  always  out  of  stock.  F 
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TECHNOLOGY  TELECOM 


The  Cable 
Guys 

A  promising  technology 
debuts  in  tough  times. 

BY  LYNN  J.  COOK 

GEOFFREY  TUDOR  AND  DAVID  PAN- 
grac  showed  up  at  the  Internet 
fete  late  and  out  of  style.  After  ten 
frantic  months  ramping  up  new  broad- 
band technology  for  cable  systems,  they 
unveiled  it  in  May  2000 — weeks  after 
the  Web  revolution  sputtered  and  sent 
the  economy  into  a  tailspin. 

Too  bad.  The  new  technology,  Ultra- 
band,  from  Austin-based  Advent  Net- 
works, is  a  promising  fix  for  cable  firms 
quagmired  in  the  broadband  revolution. 
Cable  modems  are  too  poky  to  handle  a 
panoply  of  interactive  services.  Tudor 
and  Pangrac  say  Ultraband  can  deliver 
at  40  megabits  per  second,  40  times  the 
speed  of  a  cable  modem.  They  guaran- 
tee it  won't  slow  down  in  peak  access 
times,  a  key  weakness  of  cable  modems. 

But  Advent  is  running  out  of  time.  It 
has  blown  through  $11  million  of  the 
$28  million  it  raised,  and  it  spends  $1 
million  more  each  month.  It  needs  to 
raise  $50  million  by  the  end  of  June  2002, 
but  investors  have  rarely  been  warier. 
"Never  discount  luck,"  says  Tudor,  35,  a 
venture  capitalist  and  Advent's  chief  ex- 
ecutive— his  first  such  stint.  "We're  not 
going  to  sell  this  because  it's  a  neater  wid- 
get. We're  going  to  sell  it  because  we  can 
show  cable  companies  it  fundamentally 
improves  their  business." 

Tudor  started  looking  for  a  broad- 
band play  in  1998,  focusing  on  fiber- 
optic lines  to  the  home.  Pangrac,  who 
retired  from  Time  Warner  in  1994, 
told  him  to  forget  fiber,  which  costs 
up  to  $7,000  per  home  to  install. 
Squeeze  more  bandwidth  out  of  exist- 
ing cable,  he  said.  Pangrac  developed 
the  "hybrid  fiber-coaxial"  design  now 
in  65%  of  homes  with  cable. 

They  created  Advent  in  August 

116     FORBES"  October  1,  2001 


1999,  with  Pangrac  as  chief  technology 
officer.  Together,  they  own  20%  of  the 
company.  They  raised  $28  million  from 
Motorola  and  some  unlikely  in- 
vestors— utility  companies  Reliant  En- 
ergy, Southern  Union  and  UtiliCorp 
United,  which  hope  to  compete  with 
cable.  Never  mind  that  to  thrive  Advent 
will  need  the  support  of  the  cable  titans 
those  utilities  hope  to  challenge. 

Advent  hired  60  engineers  and  got 
to  work  on  an  entirely  different  ap- 
proach to  cable  broadband.  The  old  de- 
sign works  this  way:  Every  cable  system 
zips  fare  along  750MHz  of  spectrum, 
devoting  an  80MHz  stretch  to  new  dig- 
ital services  and  splitting  it  up  for  sepa- 
rate uses.  Pay-per-view  movies  get 
36MHz;  cable  modems  get  just  6.  Cable 
modems,  expected  to  grow  27%  to  7 
million  homes  by  year-end,  use  a 
"shared  bandwidth"  approach  that 
dumps  every  customer  into  the  same 
6MHz  of  turf.  The  more  users  online  at 
once,  the  slower  the  delivery.  Pangrac's 
team  devised  a  way  to  use  the  entire 
80MHz  span  for  digital  services.  This 
"switched  bandwidth"  system  devotes  a 
separate,  0.75MHz  strip  to  each  user. 

Ultraband's  chip-based  software  in 


a  router  grabs  bits  and  wraps  them  in 
special,  patented  Ethernet  "envelope 
assigning  it  its  own  digital  minilane.  1 1 
a  home,  a  cable  box  the  size  of  a  papeil 
back  picks  up  only  the  bits  wrapped  1 1 
Ultraband's  envelope,  increasing  tranjl 
mission  speed.  A  movie  can  be  dowii 
loaded  in  13  minutes  instead  of  tnl 
nine  hours  for  a  cable  modem. 

"We  make  what's  hyped  practical|| 
Pangrac  says.  Still,  cable  shops  are  mai| 
ried  to  the  modem  for  the  moment.  Aa 
vent's  first  customer  is  Everest  Conne»| 
tions,  a  unit  of  Kansas  City,  Mo.-basel 
UtiliCorp.  It  reaches  12,000  homes  aril 
aims  to  cover  800,000  by  2005.  By  yeajl 
end  it  hopes  to  test  Ultraband  in  2,0(1 
businesses,  adding  homes  next  year.  Adl 
vent  hopes  the  test  will  generate  $20  mil 
lion  over  the  next  four  years. 

That  won't  be  enough  to  keep  thj 
firm  afloat.  It  is  courting  investors 
Germany  and  Chile  and  hopes  to  tell 
Ultraband  next  year  with  Tokyo  Elei 
trie  Power  Co.,  Japan's  largest  cable  oj| 
erator.  But  that  won't  be  enough,  eithel 
Next  month  Advent  begins  wooing  U.I 
cable  giants.  Tudor  and  Pangrac  haj 
best  pray  the  cable  guys  respond  fasti 
than  their  modems  do. 
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Digital  Tools  By  Stephen  Manes 

Windows  XP:  Breaking  Things 

MICROSOFT'S  NEW  WINDOWS  XP  OPERATING 
system  comes  with  David  Byrne's  song  "Like 
Humans  Do"  from  his  new  CD,  Look  Into  the 
Eyeball.  But  if  you  install  XP  as  a  software  "up- 
grade," you're  more  likely  to  be  singing  the 
next  track's  refrain,  "I  am  fixing  broken  things." 

As  Microsoft  rolls  out  its  jillion-dollar  ad  blitz  in  the 
coming  weeks,  you'll  undoubtedly  be  hearing  about  all  sorts 
of  wonderful  features  in  its  new  operating  system — some  of 
which  are  genuinely  welcome  even  if  they  are  long  overdue. 
But  there  are  other  things  you  won't  hear  about,  particularly 
when  it  comes  to  upgrading  current  machines. 

In  tests  on  several  computers,  I  ended  up  with  a  ma- 
chine that  would  not  turn  off,  a  modem  that  stopped  work- 
ing, a  wireless  network  card  that  wouldn't  connect  and  an 
erstwhile  all-in-one  printer/scanner/fax  that  was  transmog- 
rified into  a  some-in-one  printer/scanner.  When  I  pointed 
out  these  and  other  anomalies  to  Shawn  Sanford,  group 
product  manager  for  Windows,  he  said,  "It  was  time  to 
focus  on  the  quality  of  the  product.  People  don't  want  to 
have  crashes." 

No  argument  there;  users  have  been  moaning  about 
forced  reboots  since  Windows  first  appeared.  But  Sanford 
added,  "We  had  to  cut  off  some  of  the  compatibility.  There's 
gonna  be  issues  with  old  devices  and  legacy  software." 

Basically,  hardware  may  not  work  right  under  Windows 
XP  until  somebody  gets  around  to  writing  new  software  for 
it,  and  old  programs  may  have  problems,  too.  Before  instal- 
lation, a  built-in  "Upgrade  Advisor"  may  offer  warnings 
such  as,  "This  version  of  IrDA  Protocol  will  not  work  with 
Windows  XP."  Translation  into  human:  Install  XP  and  your 
infrared  port  will  stop  working. 

But  instead  of  offering  a  useful  Web  link,  the  Advisor 


says:  "To  update  [to]  a  moi 
recent  version  of  thi 
software,  go  to  the  Microso 
Web  site  (http://www.mi 
crosoft.com)."  Do  that  an 
type  "IrDA  Protocol"  into  th 
search  engine,  and  you'll  get 
mind-bending  list  of  doci 
ment  summaries.  You  won 
get  the  software. 

The  Advisor  warned  th 
a  Sony  machine's  modei 
wouldn't  survive  XP  unless 
had  a  special  file  for  it.  N 
link  at  all  this  time — just 
note  to  "Contact  your  hare 
ware  vendors."  XP  disable 
the  modem  precisely 
promised;  that  made  it  rath 
difficult  to  gather  updat< 
from  the  Web. 

Things  like  special-fun 
tion  buttons  may  go  dea 
too,  until  your  comput 
maker  gets  around  to  fixir 
them.  Sony,  for  one,  will  off 
a  disk  of  XP  upgrades  for  current  machines  and  online  fix 
for  units  shipped  in  2001  and  2000.  Those  with  older  uru 
may  be  out  of  luck. 

A  Toshiba  notebook  worked  well  enough  under  Wii 
dows  Me.  Under  XP,  it  could  no  longer  be  put  into  slec 
or  hibernation  mode.  Or  turned  off.  Pressing  either  tl 
big,  red  virtual  "off"  button  on  the  screen  or  the  real  bu 


What  an  upgrade! 
Even  the  latest 
hardware  may  not 
work  right  under 
Windows  XP,  and 
programs  may  have 
problems,  too. 


i!8     FORBES"  October  1,  2001 


ch  -  The  World's  Leading  Event  for  Interactive  Advertising  and  Market! 


C  H  N  O  LOGY   DIGITAL  TOOLS 


ton  on  the  system  merely  rebooted  the  unit. 

Software  can  be  problematic,  too.  Current  antivirus  pro- 
grams and  many  other  utilities  are  guaranteed  to  be  useless 
until  you  upgrade  them.  Even  Microsoft's  new  Train  Simu- 
lator game  ran  into  glitches. 

On  the  desktop  machine  I  normally  use  to  test  products, 
the  Upgrade  Advisor  came  up  with  a  mere  27  items  in  the 
categories  Software  That  Must  Be  Permanently  Removed, 
Hardware  That  Might  Need  Additional  Files,  Scanners  or 
Digital  Cameras  That  Might  Not  Work,  Software  That  Does 
Not  Support  Windows  XP,  Software  That  Must  Be  Rein- 
stalled, Software  That  Might  Not  Support  Windows  XP,  and 
Incompatible  Hardware  Accessories,  which  included  the 
software  for  a  Microsoft  mouse.  At  that  point  I  filed  Win- 
dows XP  in  the  category  Software  I  Will  Never,  Ever  Install 
On  This  Machine.  Spend  $99  to  "upgrade"  a  computer  to 
Windows  XP  only  if  you  really,  really  want  to  be  humming 
"Broken  Things"  a  lot. 

As  always,  it's  generally  less  painful  to  buy  a  whole  new 
machine  with  the  new  operating  system 
preinstalled.  Such  products  are  not  avail- 
able as  I  write,  but  presumably  everything 
in  them  will  work  fine,  and  probably  even 
more  reliably  than  in  past  models.  But  un- 
less you  upgrade  your  peripherals  to  new 
XP-ready  designs,  you  may  run  into  com- 
patibility gotchas. 

I  tried  two  different  3Com  802.11b 
wireless  network  cards  on  several  machines. 
XP  repeatedly  recognized  the  cards  and  in- 
sisted they  were  "working  properly."  They 
weren't.  One  message  suggested:  "If  you  are 
having  difficulty  connecting  to  a  network, 
click  Advanced."  Too  bad  the  "Advanced" 
button  was  grayed  out  and  unclickable. 

Hook  up  an  HP  OfficeJet  G85  Printer/Scanner/Fax,  and 
XP  will  find  it.  But  it  will  also  eliminate  the  ability  to  send 
faxes  directly  from  the  computer.  According  to  HP,  full-func- 
tioned drivers  for  most  of  its  peripherals  will  be  available 
eventually.  Expect  similar  woes  with  older  scanners,  orga- 
nizers and  cameras. 

So  exactly  why  would  you  want  a  new  XP  machine?  The 
main  reason  is  stability.  Unlike  its  consumer-level  predeces- 
sors, XP  is  built  on  the  newer,  more  robust  Windows  2000 
platform.  It  should  crash  less  often,  though  "less  often"  does 
not  come  close  to  meaning  "never."  The  ability  to  download 
software  fixes  from  the  Web  automatically  is  welcome,  but 
unproven.  Microsoft's  previous  attempt  at  this  was  lacklus- 
ter— and  the  company  seems  to  use  the  feature  as  an  excuse 
for  fixing  known  problems  later  rather  than  sooner. 

A  dumbed-down  new  user  interface  is  the  most  visible 
new  feature.  It  may  help  utter  novices  get  comfortable  with 


Windows  XP  continues 
a  record  for  design 
elegance  unmatched 
since  the  Yugo.  It 
should  crash  less  often 
than  its  forebears,  but 
"less  often"  does  not 
remotely  mean  "never." 
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Stephen  Manes  (stevefs'cranky.com).  cohost  of  Public 
Television's  Digital  Duo,  has  been  covering  technology  for 
nearly  two  decades.  Find  past  columns  at  www.forbes.com/manes. 


their  new  machines,  but  irritated  Windows  veterans  a: 
likely  to  turn  it  off  and  go  back  to  the  "classic"  look. 

With  XP,  setting  up  a  network  can  be  significantly  easi< 
than  in  the  past.  But  the  firewall  Microsoft  has  Finally  ir 
eluded  to  protect  against  outside  depredations  is  so  i  ud 
mentary  that  it  offers  no  protection  from  common  haclj 
that  work  from  the  inside — like  the  many  e-mail  viruses  thi 
exploit  the  company's  many  security  gaffes.  And  there  aj 
major  flaws  in  the  much-touted  scheme  to  let  multiple  usej 
share  a  single  machine — like  the  way  your  kid  can  easi] 
read  or  delete  your  files,  password  or  no,  and  the  way  orj 
user  can  zap  another's  unsaved  work. 

At  long  last  Windows  can  burn  recordable  CDs  withoi 
clunky  third-party  software.  Microsoft  also  makes  it  easier  i 
work  with  digital  photos  and  some  audio  files.  But  Window 
Movie  Maker  is  a  clumsy  toy  compared  with  the  iMovie  sol 
ware  Apple  ships  on  every  Macintosh.  And  what  we  might  d 
XP's  Monopoly  Extension  Systems  (or  "MESS")  shameless 
keep  trying  to  suck  you  into  an  all-Microsoft  future,  relen 
lessly  shoving  Windows  Messenger,  MSN  E| 
plorer,  Microsoft  Passport,  Microsoft  phoi 
printing  services  and  Microsoft  proprietai 
media  formats  in  your  face. 

Internet  Explorer  6  has  a  grab  bag 
new  features,  including  animated  "assi 
tants"  just  as  annoying  as  the  ones  tl 
company  recently  was  boasting  it  hi 
killed.  But  you  can  download  that  sarj 
browser  free  for  earlier  versions  of  Wij 
dows.  No  XP  necessary. 

And  the  world's  richest  Chief  Softwa 
Architect  continues  a  record  for  design  ei 
gance  unmatched  since  the  Yugo.  Dialog 
and  error  messages  don't  always  me 
what  they  say.  Settings  are  scattered  hither  and  yon;  you  adji 
some  aspects  of  the  screen  display  under  the  heading  "A 
pearance  and  Themes";  for  others  (and  some  of  the  sai 
ones)  you  need  to  go  to  "Performance  and  Maintenano 
The  new  interface  ends  up  being  a  flashy  facade  slapped  or 
a  structure  amateurishly  renovated  several  times  too  often. 

As  usual,  Microsoft  will  try  hard  to  convince  you  that 
older  stuff  is  basically  crap — which  many  users  will  have  1 
tie  trouble  believing.  But  if  your  current  computer  is  woi 
ing  well,  XP  offers  no  compelling  reason  to  replace  it.  A 
XP  offers  plenty  of  compelling  reasons  to  avoid  "upgradir 
existing  machines. 

The  time  to  join  the  Windows  XP  bandwagon  is  wh 
your  old  machine  has  simply  outlived  its  usefulness — ai 
after  Microsoft  delivers  the  bug  fixes  that  inevitably  arr 
several  months  after  the  original  ship  date.  By  Noveml 
computers  with  XP  preinstalled  will  be  virtually  the  o: 
Windows  units  you  can  buy,  and  within  a  year  or  so 
computer  world  will  no  doubt  be  thoroughly  XP-ified.  Tl 
you  can  upgrade  your  computer  and  peripherals  with  a 
less  worry  about  "Broken  Things." 
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102  Lexus  SC430  Convertible 

lck  with  Black  leather.  Navigation  system,  rear  spoiler,  Run  Flat  Tires,  CD, 
iteasicfd  Security  Locks.  SPRINGFIELD,  MO 


2001  BMW  M-3 

Bright  red  with  gray  interior.  Comes  with  luxury  package.  CD  changer,  Zen  head- 
lamps. POMPANO  BEACH,  FL 


01  Lamborghini  Diablo  6.0 

low  with  black  interior,  top  ot  the  line  $30,000  upgraded  stereo  system  that 
ludes  a  rear  wing  video  camera  with  GPS  Navigation  system.     CHICAGO,  !L 


2001  Porsche  911  Twin  Turbo 

Tiptronic  transmission,  3  piece  HRE  wheels,  6,500  miles,  K40  Radar  with  front 
and  rear  defusers.  TAMPA,  FL 


01  AM  General  Hummer  Wagon 

wter  Metallic  with  Deluxe  Gray  Cloth.  Automatic  6.5  Turbo  engine,  alloy 
eels  12,0001b  winch.  NEW  CASTLE,  DE 


2000  Rolls-Royce  Corniche 

Silver  Pearl  with  Cotswold  and  Grey  Top. 
the  factory. 


Ordered  with  a  list  of  options  from 

BETHESDA.  MD 


'99  Mercedes-Benz  Brabus  SL  7.3S 

|}y  theAnstrous  582  hp  motor  propels  the  car  in  4.9  seconds  to  60  mph  and  on  to  a 
')  speed  of  200  mph.  BRABUS  Mastik  leather.     NEWPORT  BEACH,  CA 


2000  Ferrari  360  Modena  F1 

Yellow  with  Black  leather  interior.  Only  1,400  miles 
inside  and  out. 


Immaculate  condition 
SPRINGFIELD,  MO 


Search,  find  and  buy  luxury  vehicles  at  ForbeS 
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Going  for  gold  in  Chi 
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"TEDA  has  never  lost  sight 
of  the  guiding  principle  that 
the  investor  is  'king  and 
emperor'.  That's  why  we 
have  become  the  most 
profitable  economic-tech- 
nological development  area 
in  China.  " 

—  Mr.  Li  Yong 
Chairman  of  TEDA 


China's  imminent  entry  into  the 
World  Trade  Organization  and 
Beijing's  selection  as  the  host  for  the 
2008 'Olympic  Games  are  expected 
to  herald  a  new  wave  of  foreign 
investment  into  this  exciting  and 
rapidly  developing  market  of  nearly 
1 .3  billion  people. 

Overseas  investors  face  a 
bewildering  choice  of  locations  for 
their  China  projects,  but  those  who 
have  done  their  homework  know  that 
they  will  be  hard  pushed  to  find  a 
better  place  to  settle  down  than  the 
Tianjin  Economic- Technological 
Development  Area  (TEDA). 

Multinationals  including  Motorola, 
Honeywell,  Coca-Cola  and  Nestle  have 
set  up  operations  in  TEDA,  making 
it  one  of  China's  most  successful  and 
profitable  economic  development 
areas,  particularly  in  the  field  of 
electronics,  IT  and  telecommunications. 


The  figures  speak  for  themselves. 


Since  TEDA  was  founded  17  years 
on  the  outskirts  of  Tianjin,  on 
China's  largest  and  most  prospe 
commercial  centers,  more  than 
foreign-funded  companies  t 
established  a  base  here.  The  area  |i 
attracted  13  billion  US  dollar 
foreign  direct  investment.  Tianjin 
TEDA  are  fast  becoming  the  coui 
leading  center  for  electronics 
information  technology. 


TEDA-based  companies  in  1 
sectors  boast  the  highest  profitabil 
the  country,  and  the  profits  they  i 
now  account  for  18.5  %  of 
industry  total  in  China. 
Government  statistics  show  thai 
year  Tianjin-based  companies  irj 
electronics  and  information  techn 
sectors  posted  an  overall  retur 
sales  of  7.1%,  the  highest  rate  ii 
country,  beating  the  nea 
competitor  Guangdong  by 
percentage  points.  Companies  t 
within  TEDA  did  even  better,  pC\ 
sales  of  6  billion  US  dollars  and  c 


oni 
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0  million  US  dollars  -  a  profit 
in  of  12.6  %,  compared  with 
onal  average  of  just  6  %. 


'  W  what  amounts  to  a  major  vote  of 
ience  in  TEDA  and  its  growing 
rtance  as  a  hi-tech  center, 
ola  last  year  announced  plans  to 
se  its  investment  in  the  area  by 
illion  US  dollars  to  establish  a 
onductor  production  center. 


anies 
The  an 


the  col  Jding  on  its  success,  TEDA  is  now 
to  become  the  main  investment 
lation  for  multinationals  in  the 
Dnics  and  information  technology 
ry  and  is  forecasting  an  average 
i|  (h  rate  for  the  industry  of  25-30 
sire,  ear  over  the  next  five  years. 

)A's  chairman  Li  Yong  is  justifiably 
J  of  the  zone's  achievements, 
he  attributes  to  never  losing 

m  tecH 
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jpf  his  guiding  principle  that  "the 
vpr  is  king  and  emperor.".  He  puts 
l|s  success  down  to  several  key 


(jrst,  its  unique  strategic  location 
'Ixcellent  road,  rail,  air  and  sea 
■which  provide  fast  and  efficient 
lort  and  communication  routes  to 
1st  of  the  world  and  within  China, 
lis  just  140  kilometers  south  of 
jepital  Beijing  and  40  kilometers 
Itrianjin  International  Airport,  the 
lit  airfreight  center  in  China, 
li's  New  Port,  the  largest  general 
|pr  international  trade  in  northern 
|l  and  the  country's  second  largest 
Iner  terminal,  is  on  the  doorstep 
shipping  routes  to  more  than  300 

|n  more  than  70  countries.  TEDA 


Photo  By  Jiao  Yong  Pu 


is  also  plugged  into  the  country's  rail 
network,  with  direct  routes  to  most 
major  cities  in  the  country  and  to 
Europe.  More  than  10  highways  and 
expressways  provide  road  links  to 
China's  main  cities  and  industrial 
centers. 

Companies  are  also  attracted  by  the 
area's  large  pool  of  skilled  and 
educated  labour.  Tianjin  is  home  to 
some  30  universities  and  colleges,  the 
third  highest  number  in  the  country. 
Tianjin  University,  which  specializes  in 
engineering  and  sciences  is  among 
China's  top  five  universities.  TEDA  has 
set  up  its  own  successful  professional 
school  within  the  zone  which  also 
houses  a  Sino-German  training  center. 

But  perhaps  what  sets  TEDA  apart 
from  most  other  economic 
development  zones  is  its  highly 
professional  and  efficient  management 
and  administration  system,  which  is 
designed  to  keep  bureaucracy  to  a 
minimum  and  create  the  best  possible 
investment  climate.  Excellent  relations 
with  key  central  government 
departments  mean  it  can  help  smooth 
the  application  procedure  for  large- 


scale  projects. 


TEDA's  chairman  Li  Yong  is  firmly 
committed  to  providing  the  best 
possible  investment  climate  to  help 
foreign  companies.  But  don't  just  take 
his  word  for  it.  Here's  what  Rick 
Younts,  executive  vice  president  of 
Motorola  Inc  had  to  say, 
"TEDA  and  Tianjin  had  the  same  vision 
and  objectives  that  we  did.  They 
offered  us  the  kind  of  environment 
that  we  knew  we  had  to  have  to  be 
successful...,  If  we  had  it  to  do  over 
again,  we  would  pick  TEDA  and  Tianjin 
as  the  location  -  no  question. 

If  you're  looking  for  a  profitable  home 
for  your  foreign  investment  in  China, 
come  to  TEDA.  Join  a  winning  team. 
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TEDA 


www.teda.gov.cn 
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Lost  and  Found? 


Did  accounting  hanky-panky  tank  your  stock?  Here's  how  to  get  some  money  back. 


BY  CARRIE  COOLIDGE 

THE  CORPORATIONS  THAT 
were  paying  so  much  ransom 
money  to  the  plaintiff  bar 
probably  thought  they  would 
get  lasting  relief  from  the 
1995  reform  act  covering  class  action 
securities  litigation.  It  was  not  to  be. 
After  an  initial  dip  the  volume  of  litiga- 
tion resumed  its  upward  march.  New 
cases  dropped  from  321  in  1994  to  196 
in  1 996.  But  last  year  saw  307  new  law- 
suits, and  this  year  should  break  1994's 
record,  says  James  M.  Newman,  pub- 


lisher of  the  industry  newsletter  Securi- 
ties Class  Action  Alert. 

The  money  is  bigger.  While  112 
cases  were  settled  in  1999  for  a  total  of 
$1.8  billion,  last  year  there  were  156 
cases  settled  for  a  record-breaking  $4.3 
billion.  (Remember,  it  takes  several 
years  from  filing  to  finale.) 

If  you  are  a  high-tech  entrepreneur, 
an  investment  banker  or  an  accountant, 
look  on  these  statistics  with  despair.  As 
an  investor,  however,  you  should  put 
aside  your  misgivings  and  figure  out  how 
to  get  your  piece  of  the  settlement  loot. 


There  are  18  pending  suits  expecte 
to  be  settled  in  the  next  12  to 
months,  each  for  more  than  $500  mi 
lion,  involving  some  of  the  bigge 
companies  around — AT&T,  Coca-Coll 
Lucent,  Ford  Motor,  among  others. 

One  of  the  larger  settlements  of  la 
has  involved  questionable  accounting 
MicroStrategy  (FORBES,  Mar.  6,  2000 
a  data-mining  firm.  The  fun  starte 
Mar.  20,  2000,  when  the  company  r< 
stated  previously  reported  earning 
turning  1998's  and  1999's  profits  inl 
losses.  This  bad  news  caused  the  stoc 
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sass  ACTS 

leadlines  for  these  settlements  are  upcoming.  Claimants  who  bought  stock  within  the  "class  period" 
nd  suffered  losses  are  entitled  to  a  piece  of  this  pie.  They  likely  will  recover  only  25%  of  their  losses. 

SECURITY 

£001  CLAIM 
DEADLINE 

CLASS  SETTLEMENT 
PERIOD            AMOUNT1  ($MIL) 

CONTACi  FOR 
CLAIM  FORM 

Vmptidyne 

Sept.  21 

9/9/99  to  9/17/99 

$1.3 

www.gilardi.com 

Credit  Acceptance 

Nov.  23 

8/14/95  to  10/22/97 

2.5 

800-327-36646 

•connect 

Oct.  12 

11/18/99  to  3/13/00 

0.42 

www.dberdon.com 

Srand  Casinos 

Oct.l 

12/19/95  to  7/22/96 

9.0 

612-377-44047 

Dlsten 

Nov.  15 

2/5/96  to  7/22/97 

24.1 

www.dberdon.com 

)lympic  Financial 

Dec.  15 

7/20/95  to  3/3/97 

6.1 

www.gilardi.com 

luaker  Oats 

Nov.  15 

8/4/94  to  11/1/94 

10.43 

www.gilardi.com 

luintiles  Transnational 

Sept.  28 

4/21/99  to  9/15/99 

3.8 

www.gilardi.com 

Security  Dynamics 

Oct.  25 

9/30/97  to  7/15/98 

1.0 

www.gilardi.com 

!  Smart  Choice  Automotive  Oct.  10 

4/14/98  to  4/15/99 

2.5 

www.gilardi.com 

Southwest  Gas 

Nov.  5 

12/14/98  to  1/21/00 

27.04 

www.gilardi.com 

iSunbeam 

Nov.  15 

4/23/97  to  6/30/98 

110.0s 

212-505-44008 

Don't  delay.  To  file  a 
claim  you  need  proof 
you  bought  the  stock 
during  the  class  pe- 
riod— a  monthly  bro- 
kerage statement  or 
trade  confirmation  will 
suffice.  Often  you  deal 
directly  with  a  claims 
administrator,  who 
takes  care  of  all  the  pa- 
perwork; we've  listed 
the  contacts  in  our 
table.  Since  litigation 
takes  so  long,  hold  onto 
your  records  for  up  to 
seven  years  after  you 
have  sold  or  otherwise 
disposed  of  a  stock,  ad- 
vises Michael  A.  Rosen- 


Jefore  legal  expenses  are  paid  2Plus  warrants  for  5  million  shares  exercisable  over  a  ten-year  period  with  a  strike  price  of  $1. 3$9.9  million  in  cash     baUITl  of  Bordon. 
lus  $500,000  for  costs  of  class  notices  and  settlement  administration.  "Minimum  amount  $9.5  million  and  a  maximum  of  $27  million.  5Partial 
ettlement.  fGarden  City  Group.  7Lurie  Besikof  Lapidus  &  Co.,  LLP.   ACS  Financial.  Source:  Securities  Class  Action  Alert. 


didrop  from  $227  to  $87.  Quick  to  save 
(i,e  day  was  the  law  firm  of  Milberg 
3  ;iss  Bershad  Hynes  &  Lerach,  whose 
Jivsuit  against  MicroStrategy  alleged  it 
q  :  properly  recognized  revenues, 
i  Admitting  no  wrongdoing,  Micro- 
^rategy  and  its  auditor,  Pricewater- 
0  useCoopers,  settled  the  matter  before 
iging  to  trial  for  a  pot  valued  at  $155 
ix'Jlion.  You  could  debate  whether  this 
|t  of  settlement  really  makes  investors 
er  off.  Of  the  total  payout,  probably 
%  to  30%  will  be  siphoned  off  to  pay 
i  plaintiff  lawyers.  Only  $10  million 
the  settlement  sum  came  from 
dcroStrategy  insiders  coughing  up 
ltsam;  rne  of  their  shareholdings  with  $55 
;  llion  from  the  auditors.  The  bulk  of 
in  $500i  |p  settlement,  $90  million,  was  paid  by 
ucroStrategy — that  is,  from  the  hides 
current  shareholders. 
What  went  on  here?  The  lawyers 
:>bed  Peter  to  pay  Paul.  Let's  not  for- 

owmr  tnat  investors  as  a  grouP  also  Dear 
.  Tiny  of  the  costs  of  defending  securi- 
s  suits — in  the  form  of  legal  bills,  in- 
rance  premiums  and  the  higher  costs 
hiring  outside  accountants. 
In  the  MicroStrategy  case  the  Pauls 
question  were  those  shareholders 


lid 


who  bought  a  total  of  12  million  dam- 
aged shares  between  June  11,  1998 
(when  MicroStrategy  released  its  first 
quarter  1998  financial  statement)  and 
Mar.  20,  2000  (restatement  announce- 
ment). That  was  the  so-called  class  pe- 
riod. The  deadlines  for  filing — there 
were  two  separate  settlement  funds — 
were  May  2  and  Sept.  3. 

Lawyers  working  out  settlements 
count  on  roughly  half  the  eligible  par- 
ticipants failing  to  submit  a  claim  in 
time,  thus  making  payouts  for  those 
who  do  file  a  little  more  generous. 
Don't  miss  the  next  deadline  (see  table). 
Here's  how  to  get  future  boodle: 

Find  out  about  class  actions.  If  litiga- 
tion is  already  in  progress,  check  out 
Stanford  University's  Securities  Class 
Action  Clearinghouse  (http://securi- 
ties.stanford.edu).  Milberg  Weiss,  the 
country's  largest  plaintiff  firm  special- 
izing in  shareholder  class  actions,  lists 
all  of  its  pending  litigation  online 
(http://securities.milberg.com).  Also 
dozens  of  claims  notices  are  available  to 
download  from  New  York-based  claims 
administrators  David  Berdon  &  Co. 
(www.dberdon.com)  and  Gilardi  8c  Co. 
(www.gilardi.com). 


You  usually  get  60 
to  90  days  to  file  for 
your  chunk  of  the  settlement.  If  you 
miss  a  deadline,  you  can  plead  to  the 
judge  that  you  never  got  the  form  you 
requested  or  were  out  of  the  country 
or  some  such.  The  judge  must  rule  on 
every  claim,  big  or  small,  which  is 
why  it  can  take  up  to  18  months  after 
the  settlement  is  reached  to  get 
your  money. 

Pay  attention  to  taxes.  Should  you 
still  own  the  stock,  you  owe  no  taxes.  In- 
stead, you  adjust  your  stock's  cost  basis. 
Example:  If  you  bought  1 ,000  shares  at 
$20,  your  cost  basis  is  $20,000.  But  if 
you  get  $1,000  back  from  a  settlement, 
your  cost  basis  is  reduced  to  $19,000. 
(Meaning:  A  sale  at  $26,000  results  in  a 
$7,000  rather  than  a  $6,000  capital 
gain.)  On  the  extreme  off-chance  your 
recovery  is  more  than  you  originally 
paid — say,  $21,000 — you  owe  capital 
gains  tax  on  $1,000  (the  award  minus 
the  original  cost  basis),  and  your  cost 
basis  going  forward  is  now  zero. 

What  happens  if  you  no  longer  own 
the  stock?  Then  your  setdement  award 
is  a  taxable  capital  gain — long-  or 
short-term  according  to  how  long  you 
held  the  stock,  notes  Laurence  Goldfein 
of  accountants  Eisner  8c  Co.  F 
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House  of  Cards 

Mortgage  REITs  have  been  going  great  lately,  thanks  to  low  rates 
and  low  property  loan  defaults.  But  when  things  change,  look  out 


BY  STEPh 

T 


BY  STEPHANE  FITCH 

[HE  ENDURING  ALLURE  OF 
the  collapse-prone  mortgage 
REIT  seems  odd.  The  vast  ma- 
jority of  real  estate  invest- 
ment trusts — known  as  eq- 
uity REITs — pay  mostly  cash  for 
high-grade  commercial  properties. 
But  the  mortgage  variety  insists  on 
using  oceans  of  leverage  to  buy 
bonds  backed  by  loans  to  home- 
owners or  commercial  landlords 
and,  to  a  lesser  degree,  freestand- 
ing property  loans  to  both. 

Mortgage  REITs  have  suffered 
three  crashes  in  three  decades, 
each  followed  by  recoveries  too 
weak  to  call  rallies.  The  first 
two  routs — a  65%  fall  from 
1973  to  1974  and  a  43% 
drop  from  1987  to  1990— 
hit  when  high-interest  mortgage  loans 
to  developers  went  bad.  The  third  came 
in  1998  when  the  long-term  capital 
management  debacle  and  Russia's  de- 
fault sent  low-grade  bond  prices  plum- 
meting, crushing  high-debt  REITs  like 
Criimi  Mae  and  Laser  Mortgage  Man- 
agement with  margin  calls.  Mortgage 
REITs  lost  59%. 

Long-term  hold- 
ers who  stayed  aboard 
through  rough  times 
haven't  been  com- 
pensated for  their  pa- 
tience. Including  divi- 
dends, mortgage 
REITs  have  eked  out 
an  average  annual 
total  return  of  4.8% 
since  1971 — not 
much  better  than  the 
4.5%  inflation  aver- 
age. Since  September 
1996  equity  REITs 
have  clocked  a  10.4% 
yearly  return,  the 
mortgage  ones  0.7%. 
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Worse,  their  fees  are  usually  way  higher 
than  the  mutual  fund  average  of  1.2% 
(see  table). 

So  why  do  people  invest  in  mortgage 
REITs  at  all?  Because  when  they're  hot, 
they're  hot.  And  now  is  a  really  hot  time. 
In  the  last  12  months  Apex  is  up  50%, 
Capstead,  35%,  and  Thornburg,  75%. 

The  reason  is  interest  rates.  Mort- 
gage REITs  borrow  short-term  or  ad- 


Debt  Jockeys 


Many  mortgage  REITs  take  on  vast  amounts  of  leverage  to  buy  more  mort- 
gage-backed bonds  or  individual  loans— a  risky  strategy  considering  the 
trusts'  uninspiring  record.  Plus,  their  fees  are  on  the  high  side  compared  to 
the  1.2%  mutual  fund  average.  At  least  their  dividend  yields  are  lush. 


Company 

Price 

Yield 

Debt/equity 

Fees 
and/or  GS&A 
as  %  of  equity 

America  First  Mortgage  Investments 

$8 

9.2% 

5.3 

2.7% 

Annaly  Mortgage  Management 

13 

12.4 

11.5 

1.0 

Anthracite  Capital1 

11 

11.7 

5.6 

4.3 

Apex  Mortgage  Capital1 

11 

14.4 

11.2 

2.5 

Capstead  Mortgage1 

23 

26.2 

29.2 

6.0 

Hanover  Capital  Mortgage  Holdings 

7 

10.9 

4.7 

7.0 

redwood  Trust1 

23 

9.7 

9.5 

7.1 

h  ?T  Investment  Trust 

17 

12.3 

1.3 

3.0 

iburg  Mortgage1 

15 

10.6 

15.0 

4.8 

1  Preferred  shares  considered  debt  in  leverage  and  expense  calculations. 
Source      npany  reports. 

justable-rate  money  (the  fede 
funds  rate  has  plunged  frd 
6.5%  in  January  to  3.5%  todj 
and  use  it  to  buy  longer-te) 
mortgages  or  mortgage-back 
securities,  playing  the  spread  I 
tween  the  two  sets  of  interest  rat|PE' 
Yields  on  supersafe  Fannie  Maes 
AAA-rated  bonds  backed  by  mortgaj 
on  commercial  buildings  are  6.2%,  at 
junk  backed  by  commercial  mortgaj 
can  pay  more  than  twice  that.  San 
goes  for  higher-risk  whole  loans 
homeowners  with  subprime  crec 
These  higher  yields  are  where  ma 
mortgage  REITs  make  their  bread. 

Bond  mutual  funds  that  invest 
mortgage-backed  bonds  prefer  inve 
ment  grades.  And  they  don't  take 
the  risky  leverage  that  mortga 
REITs  do.  Annaly  Mortgage  Manag 
ment,  a  mortgage  REIT,  doesn't  b 
junk,  but  for  every  dollar  of  shai 
holder  equity,  it  has  $1 1.50  in  deb 
REIT  investor  Samuel  Lieb 
founder  of  mutual  fund  gro 
Alpine  Management  &  Research,  h 
lieves  mortgage  REITs  are  safer  th 
before.  The  housing  economy  is  doi 
fine  for  now  even  if  the  stock  marl 
isn't.  Still,  Lieber  figures  as  long 
mortgage  REITs  are  buying  on  marg 
some  risk  getting  whacked  eventual! 

What  could  go  wrong?  Suppose  t 
economy  rebounds,  prompting  the  Fe 
eral  Reserve  to  jack  up  short-term  rat 
A  surging  econor 
would  remove  fears 
defaults,  driving  moi 
gage  bond  yields  dov 
and  prices  up.  Price  gai 
would  help  the  REITs,  b 
the  narrowing  sprea 
would  kill  their  incon 
Another  scenario:  T 


ll 
md 
we 
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economy  worsens,  pro 
erty  owners  miss  de 
payments,  mortga 
REITs  are  hit  by  defau 
in  their  whole-loan  poi 
folios,  falling  pric 
for  junky  commerci 
mortgage  bonds  ar 
margin  calls. 
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to  Hiding  Place? 

lpleasant  thought:  If  bonds  revert  to  trend, 
ndholders  will  get  hammered. 


PETER  BRIMELOW 

^OME  WALL  STREET  SAGES  SAY  THAT  AS  THE  STOCK 
market  stumbles — the  S&P  lost  4.2%  the  week  after  Labor 
Day — you  should  seek  a  safe  harbor  in  bonds.  The  chart 
Ingests  you  may  not  find  what  you  are  looking  for. 

We  plot  the  government  bond  market's  cumulative, 
-  il — that  is,  inflation-adjusted — total  return  (price  changes 
\is  interest  yield). 
Since  1913,  when  the  advent  of  the  Federal  Reserve 
ms  to  have  altered  the  market's  long-term  growth  trend 
e  inset  chart),  bonds  have  moved  through  just  four  strik- 
dy  distinct  phases.  A  whole  generation  of  investors  has 
Dwn  up  during  the  last  bull 
jase,  which  began  in  1981. 
Now  look  at  the  long 
-v  |m  trend  line,  which 
;  }-eps  up  at  1.05%  a  year, 
the  moment,  the 
ei  Lie:  nd  market  is  51% 
] :  v  (ove  this  line.  That's 
lere   it   was  at 
last  peak,  in 
yisdofcO  (50.2%  above 
ia -nd).  Then  it 
nt  down  for — 
aiifl  sp  breath! — 41 
ventual  irs. 


$1,000 


Arguably,  this  is  not  quite  as  scary  as  a  stock  market  trad- 
ing way  above  trend  or  historic  price/earnings  ratios.  You 
can,  after  all,  lock  in  a  bond  return:  The  real  return  on  the  in- 
flation-indexed Treasury  due  in  2028  is  3.6%  a  year.  But  you 
should  hesitate  before  plunging  into  nonindexed 
long-term  bonds.  The  signs  point  to  a  profound 
change  in  the  economy — a  massive  cyclical 
shift,  sooner  or  later,  toward  inflation  and  the 
destruction  of  principal. 

Wharton  professor  leremy  Siegel,  whose 
calculations  we  use,  is  cautious  about  their 
predictive  power.  But  he  says:  "[Fed  Chair- 
man] Greenspan  will  do  whatever  he  has 
to  to  keep  us  out  of  a  lapanese-type  situ- 
ation. We  could  be  right  at  that  inflec- 
tion point."  F 
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V  TJVypI-wic  j  ^'"^  Past  Charticles  at 
tl^MBicom  i  www.forbes.com/brimelow. 


Trend  line  is  a  regression  line,  a  weighted  average  constructed  for  annual  data  points  representing  the  cumulative  total  real 
return  on  long-term  government  bonds.  Return  reflects  both  interest  payments  and  capital  appreciation.  One  dollar  invested 
in  1801  appreciated  to  $187  in  1913  and  $964  in  August  2001  Sources:  Stocks  for  the  Long  Run  (McGraw-Hill)  by  Jeremy 
Siegel.  the  Wharton  School,  University  of  Pennsylvania;  author's  calculations. 
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A  Putin  Play 

The  Russian  stock  market  is  up  sharply  this  year,  and  it's  still  cheap. 
Can  you  swallow  your  fears  of  getting  ripped  off? 


BY  PAUL  KLEBNIKOV 

IN  THE  MID-1990S  RUSSIA  SEEMED  LIKE 
a  classic  value  play.  Communism  was 
dead,  and  Russia's  best  companies 
were  on  the  block.  Attracted  by  the 
prospect  of  buying  oil  or  metals  giants 
at  pennies  on  the  dollar,  foreign  in- 
vestors rushed  in.  Between  March  1996 
and  July  1997  the  Russian  Trading  Sys- 
tem stock  index  rose  elevenfold. 

But  Act  I  of  Russia's  emergence  as  a 
market  economy  ended  sadly.  The 
country  had  been  so  badly  looted  by  its 
crony  capitalists  that  in  1998  Russia  de- 
faulted on  most  of  its  bonds  and  deval- 
ued the  ruble.  The  RTS  index  collapsed. 

Act  II:  President  Vladimir  Putin  says 
he  wants  to  cut  back  on  crony  capital- 
ism. Corruption,  while  still  rife,  is  re- 
ceding. And  parliament  has  passed  a  se- 
ries of  reforms,  including  a  flat  income 
tax  of  13%  for  individuals  and  24%  for 
corporations. 

Bouncing  back  from  a  decade  of  de- 
cline, the  Russian  economy  grew  8% 
last  year  and  will  probably  expand  5% 

This  Time  Is  It  for  Real? 


this  year.  Helped  by  the  lingering  effects 
of  the  ruble  devaluation  and  by  high  oil 
prices,  Russia  racked  up  a  $61  billion 
trade  surplus  last  year.  The  State  Bank 
has  $38  billion  in  foreign  currency  re- 
serves, and  the  ruble  is  stable.  The  RTS 
index  is  up  46%  in  dollar  terms  this 
year,  which  among  big  countries  is 
bested  only  by  China's  87%  gain. 

Though  Russia  remains  a  danger- 
ous place  for  investors,  some  of  its  cor- 
porations have  finally  decided  that  it  is 
in  their  best  interests  to  respect  the 
rights  of  minority  shareholders.  A 
dozen  large  ones  have  issued  American 
Depositary  Receipts,  are  paying  out 
dividends  and  are  issuing  financial  re- 
sults in  line  with  U.S.  or  international 
accounting  standards. 

Russia  remains  a  story  of  tremen- 
dously undervalued  assets.  A  megawatt 
of  generating  capacity  at  Russia's  Unified 
Energy  Systems  is  worth  $52,000  in  the 
stock  market  (market  capitalization,  plus 
debt,  minus  cash  on  hand,  divided  by  net 
megawatts  owned).  Comparable  figure 


The  fact  that  Russian  assets  are  undervalued  is  not  news.  Most  of  these  ADRs  have  long 
sold  at  outrageously  low  P/Es.  What  is  new  is  the  willingness  to  employ  U.S.  GAAP  or  IAS 
accounting  and  to  pay  out  dividends.  Maybe  this  time  shareholders  will  get  some  respect. 

20 00 


Company/business 

Recent 
price 

Revenues 
($mii) 

Earnings 
per  share 

P/E 

Yield1 

Gazprom2/oil  &  gas 

$8.75 

$19,173 

$1.26 

7 

1.2 

Lukoil/oil  &  gas 

44.50 

13,240 

15.88 

3 

2.4 

Unified  Energy  Systems/electric  utility 

11.20 

10,519 

0.04 

NM 

0.6 

Yukos/oil  &  gas 

55.10 

8,210 

28.50 

2 

3.5 

Tatneft/oil  &  gas 

10.06 

5,232 

12.00 

1 

2.0 

Sibneft2/oi!  &  gas 

6.12 

2,398 

2.00 

3 

21.1 

Mosenergo/electric  utility 

3.49 

1,087 

-0.01 

NM 

0.8 

Mobile  Telesystems/telecom 

25.50 

536 

1.00 

26 

NM 

Vimpel  Communications/telecom 

18.22 

274 

-1.66 

NM 

NM 

United  Heavy  Machinery2/engineering 

3.68 

231 

0.28 

13 

NM 

rices  as  of  Sept  5.  Tne  above  stocks  trade  as  American  Depositary  Receipts,  except  where  noted.  'Latest  12-month  dividend  divided  by 
urr<;nt  price.  'Over-the-counter  GDR  price  in  Germany  converted  into  dollars.  NM:  Not  meaningful.  Source:  Troika  Dialog  (Moscow). 


for  Duke  Energy:  $3  m) 
lion.  Tatneft's  share  prii 
represents  a  barrel  of  I 
reserves  at  a  97%  discoui 
to  the  market's  assessmej 
of  ExxonMobil's  reserve 
Yukos,  Russia's  set 
ond-largest  oil  producer,  has  made  tl 
most  startling  transformation.  In  191 
it  was  marred  by  a  shareholder-righ 
scandal  when  its  boss,  Mikhs 
Khodorkovsky,  transferred  a  good  pa 
of  the  company's  assets  to  offsho 
companies.  Several  Western  ban 
took  substantial  losses.  Since  tht 
Yukos  has  issued  an  ADR,  adopt* 
Generally  Accepted  Accounting  Pri 
ciples,  announced  a  shareholder- rigr 
charter  and  placed  several  Westerne 
on  its  board. 

The  stock  is  up  tenfold  in  two  yea: 
Even  so,  it  trades  at  only  three  times  e 
timated  2001  profits  of  $20  per  ADR. 

Another  big  oil  company,  Sibnel 
has  long  suffered  from  its  associatic 
with  Russian  oligarch  Boris  BerezovsU 
who  has  proven  a  master  at  sucking  t) 
cash  out  of  the  companies  he  control 
Now  Sibneft  says  Berezovsky — who  h 
been  forced  into  exile  by  Putin — hi 
nothing  more  to  do  with  the  firm.  Aft 
years  of  paying  out  virtually  nothin 
Sibneft  recently  announced  $612  mi 
lion  in  dividends,  $1.29  a  shai 

  It  says  something  about  he 

skeptical  investors  are  of  a  p 
peat  performance  that  the  stoi 
trades  at  only  five  times  thl 
dividend  (ex-date:  Aug.  3). 

Some  Russian  ADRs  have  y 
to  get  this  far.  Metals  giant  N) 
rilsk  Nickel  (not  included  in  c 
table)  has  no  audited  Wester: 
style  accounts  and  is  only  nc 
trying  to  placate  minority  shar 
holders  angry  with  past  relate 
party  transactions. 

But  maybe,  just  maybe,  the 
is  a  real  change  of  personality 
Russian  corporations.  In  Act 
insiders  took  out  cash  via  asse 
stripping  and  self-dealing. 
Act  II  they  do  it  the  Westei 
way,  with  dividends  for  all. 
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Lending  Credibility 

HUGH  MCCOLL  PATCHED  TOGETHER  A  COAST-TO-COAST  BANKING  BEHEMOTH 
from  his  Charlotte,  N.C  base.  But  McColl's  pell-mell  expansion,  culminating  in 
his  NationsBank's  1998  acquisition 

liHlll  I  II 'MM 

Bank  of  America's  stock  has  outpaced 


the  industry  and  the  broad  market  this 
year.  But  it's  not  tapped  out  yet. 

140  Ratio  scale 


of  the  name  and  assets  of  San  Fran- 
cisco's Bank  of  America  (NYSE:  bac), 

created  an  ungainly  company  that 
suffered  from  depositor  defections 
and  ill-advised  loans  to  the  likes  of 
Sunbeam.  New  Chief  Executive  Ken- 
neth Lewis  is  more  of  a  manager  and 
integrator  than  McColl,  who  retired 
last  spring. 

That's  why  James  Bradshaw,  vice 
president  of  research  at  securities 
firm  D.A.  Davidson,  recommends  the 
stock,  now  at  $59  a  share.  While  it's 
up  30%  so  far  this  year  (see  chart),  he 
sees  lots  more  room  for  growth. 

Banks  in  general  have  been 
helped  by  the  Federal  Reserve's  rate 
cuts,  which  tend  to  reduce  their  cost 
of  funds  faster  than  they  reduce  the 
yield  on  loans.  The  widening  interest 
spread  has,  so  far,  been  more  than 
enough  to  offset  the  prospect  of  loan 

losses  from  the  economic  downturn.  Lewis  is  focused  on  boosting  customer  re- 
lations, streamlining  operations  and  shedding  moneylosing  activities;  he  re- 
cently divested  automobile  leasing  and  subprime  mortgage  units. 

The  U.S.'  third-largest  bank  in  terms  of  assets,  Bank  of  America  trades  at  14 
times  trailing  earnings,  cheaper  than  the  16.5  industry  average  and  below  the 
P/Es  of  its  two  larger  rivals,  Citigroup  (17)  and  J.P.  Morgan  Chase  (21). 

— Monica  Showalter 
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Bank  of  America's  ^^^N 
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Source:  FT  Interactive  Data  via 
FactSet  Research  Systems. 
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Ride,  Sallie,  Ride 

IF  YOU  LIKE  THE  LENDING  BUSINESS, 
student  loans  offer  lots  of  promise.  The 
champ  of  this  niche  is  Sallie  Mae,  once 
known  as  the  Student  Loan  Marketing 
Association  and  now  formally  called  USA 
Education  (nyse:SLM>.  It  is  gradually 
shucking  its  carapace  of  government  af- 
filiation. Sallie's  titanic  $70  billion  loan 
portfolio  dwarfs  runner-up  Citigroup's 
$17  billion  in  student  borrowings. 

Matthew  J.  Snowling,  an  analyst 
with  Friedman  Billings  Ramsey,  sees 
profit  growth  in  Sallie  Mae's  more 
profit-focused  strategy  and  a  tsunami 


of  kids  about  to  flood  U.S.  colleges  (en- 
rollment should  climb  16%  between 
now  and  2010). 

Sallie  Mae  controls  22%  of  its  mar- 
ket, with  its  biggest  competitor  being 
direct  loans  from  Uncle  Sam.  But 
Snowling  doubts  President  Bush  will 
expand  the  Clinton-sponsored  pro- 
gram, which  now  has  a  third  of  all  stu- 
dent loans.  Sallie's  earnings  grew  14% 
in  200 l's  first  half,  to  $312  million  on 
$823  million  in  net  revenue.  At  $81,  it 
goes  for  27  times  earnings. 

— Daniel  Kruger 


Unfastened 

LOOK  FOR  THE  END  OF  A  REMARK ABL1 
run  at  Fastenal  (Nasdaq:  fast),  the  indus) 
trial-supplies  distributor  whose  sales  anJ 
earnings  have  risen  an  average  30^ 
yearly  over  the  past  decade.  Chief  Execu 
tive  Robert  Kierlin  made  it  the  Wal-Man 
of  its  field,  supplying  factories  and  con| 
struction  contractors  with  humdrurj 
goods  like  fasteners,  hard  hats  and  mora 
But  the  heady  growth  is  over.  Earn 
ings  are  projected  to  rise  just  1%  in  200l 
amid  a  slowing  economy.  Fastenal's  9 
new  stores  this  year  are  mostly  in  smal 
towns  where  volumes  are  thinner.  Wors« 
now  there's  tougher  competition,  such  a 
from  all-purpose  supply  giant  W.W 
Grainger.  Hedge-fund  manager  Clint  Q 
Coghill  of  Coghill  Capital  Managemefl 
says  it's  time  to  go  short.  At  $62,  Faste 
nal  shares  trade  at  a  trailing  P/E  of  30 
Cover  at  $35.  — Brandon  Coppi 

Drug  Rehab  I 

A  YEAR  AGO  Rite  Aid  (NYSE:  BAD)  WAS  SIQ 

and  dying.  An  accounting  scandal  led  th 
drugstore  chain  to  restate  results  for  199 
and  1999,  slicing  off  $1  billion  in  sujj 
posed  profits.  The  chief  executive  ra 
signed  and  the  stock  slid  from  a  high  <j 
$50  in  1999  to  $1.75  at  year-end  2000. 1  u 
the  fiscal  year  ending  Mar.  3  the  firm  loi 
$1.4  billion  on  sales  of  $14.5  billion 

But  under  new  leadership  froi 
Robert  Miller,  a  well-respected  forms 
top  exec  at  Kroger  and  Fred  Meyer  sil 
permarkets,  a  revamping  is  under  wai 
He  refinanced  $3  billion  in  debt  and  sol 
a  division  in  order  to  retire  $3  billio 
more  coming  due  in  2002.  Instead  « 
opening  new  stores  like  competitors  Wa 
green  and  CVS,  Miller  is  bolstering  Ril 
Aid's  existing  3,600  outiets. 

Anthony  Maramarco,  managing  d 
rector  of  mutual  fund  company  David 
Babson,  thinks  it  will  take  12  to  1 
months  for  the  overhaul  to  bear  fruit 
Rite  Aid,  which  is  still  in  the  red.  Buy  no 
at  a  cheap  $8.     — Christopher  Helmc 


Forbes 


To  check  on  Streetwalker's  performance,  visit  our  Web  site  at 
www.forbes.com/streetwalker. 
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Seeking  added  value  for  your 
nvestment  portfolio? 


all  in  the  experts  from  Commerzbank. 


i/lore  than  ever  before,  effective  asset  manage- 
nent  depends  on  experienced  managers  with  the 
kills  and  resources  to  build  portfolios  in  line 
vith  each  client's  specific  objectives. 

hat  is  why  alert  institutional  investors  and  indi- 
iduals  with  sizable  portfolios  are  turning  more 
,nd  more  to  Commerzbank,  one  of  Europe's  most 
•rominent  financial  groups.  By  combining  on-the- 
pot  research  in  key  global  financial  centers  with 
.  multi-product,  multi-asset,  multi-investment 


approach,  our  portfolio  managers  have  the  capabilities 
to  bring  assets  into  an  optimally  weighted  balance  of 
risk  and  opportunity.  Added  value  is  a  logical  conse- 
quence of  this  time-tested  approach. 

When  you  work  with  Commerzbank,  you  benefit 
from  a  full  range  of  asset  management  products  and 
services,  26  operations  in  13  countries,  and  a  team 
of  value-driven  specialists  dedicated  to  building 
rewarding  long-term  client  relationships.  This  solid 
combination  is  a  core  strength  of  the  Group. 


EXCELLENCE  IN  RESEARCH 


An  integral  part  of  Commerzbank's  international  experience  built  up  over  130  years  is  the  excellence 
of  the  Group's  research.  Both  the  quality  and  scope  of  our  research  are  recognized  by  policy  makers,  the  business  and  financial  community 
and  the  press  around  the  world.  For  more  information  about  Commerzbank's  broad  research  capabilities,  just  contact  us  in  Frankfurt 
(volkswirtschaft@commerzbank.com),  London  (comsec@commerzbankib.com),  Prague  (research@ccme.cz).  New  York  (cbmailbox@cbkna.com), 
Singapore  (Fax  +65  225  39  43),  or  Tokyo  (cbkjapan@gof.com).  Or  visit  our  website:  www.commerzbank.com 


>mmerzbanl<  AG  is  regulated  by  SFA  for  the  conduct  of  investment  business  in  the  UK 
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MARK ETSand  FD R E CASTS 

THE  OVERALL  MARKET  


2-week  performance 
as  of  9/7/01 

p....  ail  II  C  Iniiavi 

war  ra  aii-u.o.  innex 

A  70/ 

-4.1  /o 

S&P  Barra  Growth  Index2 

-4.7 

S&P  Barra  Value  Index3 

-4.9 

Dow  Jones  industrials 

-3.8 

S&P  500 

-4.8 

EAFE4 

-6.4 

Forbes  Internet  Index 

-18.8 

Forbes  40  Index  (total  return) 

-6.8 

— Barra  AII-U.S.  Index  of  10,000  stocks 
—"200-day  moving  average 
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Sources:  Barra  Inc.;  Bloomberg  Financial  Markets. 
'93             '34             '95             '96             97  '98 
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8/23/01  9/6/01 
99              '00  '01 

1500 

'The  Barra  AII-U.S.  price  index  consists  of  all  publicly  traded  U.S.  common  stocks  for  which  price  quotations  are  available  and  ordinary  shares  of  foreign  stocks  traded  on  U.S.  markets.  ADRi 
REITs  and  closed-end  funds  are  excluded,  ^otal  return  of  more  than  150  large-capitalization  stocks  that  have  predicted  above-average  earnings  growth.  'Total  return  of  more  than  300  large 
capitalization  stocks  characterized  by  low  price-to-book  ratios,  high  yields  and  low  price-to-earnings  ratios.  4A  dollar-denominated,  capitalization-weighted  index  of  foreign  stock! 
Source:  Morgan  Stanley  Capital  International. 
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THE  U.S.  ECONOMY 


Automobile  sales1  (mil) 


Capacity  utilization  (%) 


New  housing  starts2  (thou) 


Retail  sales3  ($bil) 


Trade  balance4  ($bil) 


Unemployment  rate5  (%) 


Gross  domestic  product  (%  chg) 


Inflation 


CPI  services  (unadjusted )  (%  chg) 


CPI  total  (unadjusted )(%  chg) 


PRICES 


CRB-Bridge  spot  index 


Gold  per  troy  ounce  ($) 


Oil/bbl  W  Texas  Intermediate  ($) 


Currency 


German  marks  per  dollar 


Yen  per  dollar 


Dollars  per  euro 


Interest  Rates 


30-year  Treasury  yield  (%) 


3-month  Treasury  yield  (%) 


_A£ILiAL_ 


2000 


LATEST 


17.8 


17.2*  july 


80.6 


77.0  pjuly 


1,569       1,591*  pjuly 


2,471  r      2,535*  pjuly 


-376 


-383*  pjune 


4.0 


4.9  aug 


4.1 


0.26  r  2Q 


3.9 


4.2*  july 


3.4 


2.7*  july 


223.99  231.23 


272.00  273.00 


26.83 


27.58 


2.08 


2.18 
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121 


0.94 


0.90 


5.46 


5.41 


5.90 


3.37 


2001  ESTIMATE 


MEAN 


4-WKCHG 


16.6 


0.4% 


78.1 


-0.6 


1,601 


0.8 


2,410 


-1.1 


-397 


-0.9 


4.8 


1.1 


1.6 


-11.0 


4.0 


1.5 


3.1 


-1.3 


226.13 


0.4 


271.27 


0.8 


25.73 


1.0 


2.17 


-0.5 


126 


0.1 


0.89 


1.1 


5.60 


0.2 


3.62 


-4.2 


*I2  months,  r:  revised,  p:  preliminary.  'Autos,  light  and  heavy  trucks,  includes  imports.  Source:  Ward's  Automotive  Yearbook. 
Total  single  and  multiple  family,  seasonally  unadjusted.  'Excluding  auto  sales,  seasonally  adjusted.  'Total  goods  and  services, 
seasonally  adjusted.  sPercent  of  civilian  labor  force.  Quarterly  change,  annualized.  Source:  Bridge  Information  Systems. 


RATE  INCREASE 


RATE  DECREASE 


Current  rate:  3.5% 

Next  FOMC  meeting:  Oct.  2 
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Unlikely  Likely 

ESTIMATED  2001  HOUSING  STARTS 


Current:  314.9 
2-wk  change: 
0% 


Millions  of  units 


1.59 


1.57 


1.55 


May 


June 


July 


Aug  Sept 


Unlikely  Likely 

Economists  are 
still  optimistic 
about  housing 
starts.  Their  2001 
estimates  are  up 
3%  since  May. 


ECONOMY  WATCH 


According  to  Instinet,  consume 
loan  delinquency  rates  mushroon 
when  the  year-over-year  monthly 
percentage  change  in  the  numbe 
of  jobs  is  negative,  as  it  was  ir 
August.  The  average  consume 
delinquency  rate  is  3.6%  when  tht 
indicator  is  positive  and  jumps  t< 
5.9%  when  negative 
Closeup:  Job  growth  vs.  deliquency  rate 


Monthly  %  change 


'85  '90  '95  '01 

Data  as  of  Sept.  7.  Source:  Instinet  Research. 
www.lnstinetResearchWorks.com 


FORECASTING  GLOBAL  MARKET! 


YEAR 


EPS  CHANGE  EXPECTED 
ESTIMATED       VERSUS  YEAR-TO-YEf 
P/E       3  MONTHS  AGO  EPSGR0WT 


S&P  500 


2001 


23 


-8% 


-10% 


2002 


19 


-6 


21 


MSCI  World-ex  U.S. 


2001 


20 


-8 


2002 


17 


17 


IBES  ESTIMATES:  RATIO  OF  INCREASES/DECREASES 

2001  2002 


S&P  500 


0.43 


0.33 


MSCI  World-ex  U.S. 


0.54 


0.49 


Source:  Thomson  Financial/IBES. 
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See  www.forbes.com  for  quotes  on  over  9,000 
securities  and  stock  and  mutual  fund  reports. 
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Lizzy  Hallinan  Age:  19.  2-time  course  graduate. 
Completed  14-day  expedition.  North  Carolina.  July  2000.  Sea-kayaked 
through  the  Outer  Banks  at  3  a.m.  Ran  every  morning  before  breakfast. 
Learned  to  accessorize  with  mosquito  netting.  Encountered  wild  horses 
and  dolphins.  Slept  alone  in  a  sand  trench  for  3  nights.  Decided  not  to 
take  a  year  off  before  college. 


The  Contrarian  By  David  Drem 


Fantasy  Earnings 


NASDAQ'S  LOSSES  IN  THE  PAST  YEAR  HAVE  WIPED 
out  all  the  profits  from  the  technology  boom  since 
fall  1995.  Almost  $5  trillion  of  investors'  paper 
wealth  has  disappeared,  a  good  part  in  tech  stocks, 
compared  with  $1  trillion  in  the  1987  crash.  In  the 
two  weeks  ending  Sept.  7,  Nasdaq  lost  12%.  A  big  reason  for 
the  bubble's  collapse  is  that  much  of  this  inflated  valuation 
was  based  on  accounting  smoke  and  mirrors.  But  the  Asso- 
ciation for  Investment  Management  &  Research,  which  sets 
ethical  standards  for  analysts, 
doesn't  seem  to  care.  The  over- 
sight laxness  when  everything 
was  going  great  is  bad  enough. 
For  AIMR  to  continue  to  shrug 
off  fairy-tale  accounting  is 
downright  inexcusable. 

Fuzzy  figures,  variously 
called  operating  earnings  or 
pro  forma  earnings,  are  com- 
pletely inconsistent  from 
company  to  company.  Generally  accepted  accounting  prin- 
ciples are  left  in  the  garbage  when  companies  hype  earnings 
by  excluding  all  manner  of  costs  as  one-time  events — rang- 
ing from  payroll  expenses  to  layoff  costs  to  inventory  write- 
downs. According  to  the  Wall  Street  Journal,  some  300  com- 
panies in  the  S&P  500  already  have  played  this  game  in  2001. 

Tech  businesses,  of  course,  are  the  worst  offenders.  Look, 
for  instance,  how  they  handle  the  credit  they  extend  to  cus- 
tomers once  the  loans  go  bad.  Qualcomm,  the  wireless 
equipment  maker,  drew  10%  of  its  revenue  and  a  good 
chunk  of  its  profit  between  1995  and  2000  from  satellite  op- 
erator GlobalStar  Communications.  Qualcomm,  which 
owned  6%  of  GlobalStar,  received  cash  for  only  60%  of  sales 
to  GlobalStar  and  extended  credit  with  almost  no  collateral 
for  the  balance.  GlobalStar's  contribution  to  earnings  cer- 
tainly played  a  role  in  Qualcomm's  24-fold  stock  apprecia- 
tion in  1999. 

In  January  2001  GlobalStar  defaulted.  Yes,  Qualcomm 
took  a  writeoff  of  $595  million  mainly  to  cover  the  sour 
loans,  but  the  company  asks  us  to  ignore  this  inconvenient 
event.  So  instead  of  the  loss  it  should  have  booked  for  the 
December  quarter,  Qualcomm  trumpeted  a  gain  that  al- 
lowed it  to  beat  by  a  penny  the  analysts'  pro  forma  consen- 
sus earnings  estimate. 

Then  there's  the  venture  capital  dance,  where  profits 
from  investments  in  soaring  startups  got  booked  as  pro 


fast-track  tech  outfits.  When  the  the  startups  foundered,  <j 
you  think  the  losses  were  recognized  by  their  corporate  p 
trons?  Silly  question. 

The  grand  prize  for  pro  forma  fluffery  earnings  is  a 
between  Amazon  and  Yahoo,  both  masters  at  gaming  tl 
system  by  clever  use  of  goodwill  amortization,  restructurii 
charges,  stock-based  compensation  and  on  and  on. 

Amazon  went  as  far  as  recording  service  revenues  f* 
2000  of  $79  million  from  struggling  dot-com  companies  th 

had  little  cash  and  paid  inste; 


The  grand  prize  for 
pro  forma  financial 

fluffery:  a  tie 
between  Amazon 
and  Yahoo. 


in  their  overpriced  stoq 
When  the  bubble  burst,  Amj 
zon  was  left  with  a  huge  lo 
that  it  naturally  excluded  fro 
"operating  earnings." 

Special  recognition  f) 
chutzpah  goes  to  Cisco,  tlL 
computer  network  gear  mam 
ufacturer.  when  its  busineP 


took  a  dive.  Seems  that  Cis^ 
bought  too  many  parts.  As  a  result  the  company  took  a  $2 
billion  charge  last  spring  for  inventories  that  it  said  we 
obsolete — and  asked  investors  to  ignore  the  writeoff,  a 
though  inventory  losses  are  a  normal  expense  of  doii 
business.  But  in  the  quarter  ended  in  July  Cisco  report 
that  it  had  sold  off  $187  million  of  this  supposedly  wort 
less  inventory  and  booked  the  proceeds  as  a  reduction 
costs,  increasing  margins.  Analysts  dutifully  went  along. 

You've  been  hearing  a  lot  lately  about  analysts'  failings- 
and  reading  about  them  in  this  column  for  a  long  tirni 
What  a  disgrace  that  these  superstars  know  all  about  the  a 
counting  puffery  and  yet  pass  them  along  to  a  gullible  i] 
vesting  public  as  received  truth.  And  how  can  they  in  goc 
conscience  continue  to  rubberstamp  this  nonsense  ev 
after  the  Nasdaq  debacle? 

It  takes  major  talent  to  make  $15  million  to  $25  millic 
a  year,  as  the  top  analysts  do,  and  blatantly  disregard  the  we 
fare  of  investing  clients.  The  Henry  Blodgets  and  Mai 
Meekers  are  to  stock  picking  what  witch  doctors  are  to  br 
surgery.  Hazardous  to  your  portfolio's  health. 

What  can  you  do  about  this  accounting  scourge?  Unj 
such  shenanigans  are  sharply  restricted,  beware  of  any  con 
pany  that  reports  nice  pro  forma  or  operating  earnings.  ( 
that  calls  the  cost  of  doing  business  a  nonrecurring  charg 
Good  old-fashioned  net  income,  as  determined  by  GAAP, 
all  you  should  care  about. 


forma  earnings  at  Qual-  m  PVm-K/ic  I  David  Dreman  is  chairman  of  Dreman  Value  Management  of  Jersey  City,  N.J.  His  latest  book  is  Contraria 
comm  and  scads  of  Other    Its  L*\I  J  |  investment  strategies:  The  Next  Generation.  Find  past  columns  at  www.forbes.com/dreman. 
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Stock  Trends  By  Robert  S.  Salomon 


Unreal  Estate 
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HEN  THE  BUBBLE  BURST  IN  JAPAN  A  LITTLE 
over  a  decade  ago,  it  took  down  both  stocks 
and  real  estate.  The  U.S.  situation  is  very  dif- 
ferent— stocks  have  fallen  hard  (witness  early 
September's  bloodbath)  while  residential  real 
estate  prices  continue  to  levitate.  Does  this  make  sense?  Not 
for  much  longer. 

The  best  that  can  be  said  for  the  property  market  is  that 
it  has  received  a  stay  of  execution.  Eventually  the  flagging 
economy  will  catch  up  with  it. 
One  early  indicator:  the  trou- 
bled domiciliary  dreams  of  Jay 
Walker,  founder  of  Price- 
line.com. According  to  news 
accounts  last  winter,  Walker 
stopped  work  on  a  palatial 
mansion  in  Ridgefield,  Conn, 
after  Priceline's  stock  skidded. 
And  the  drop  was  dizzying, 
from  a  high  of  162  in  1999  to 
a  low  of  2.  Although  Walker  has  cut  his  ties  to  Priceline  and 
has  sold  all  his  beaten-up  stock  in  the  online  selling  service, 
a  spokesman  insists  that  the  decline  of  his  holdings  had 
nothing  to  do  with  his  halting  construction  and  that  work 
has  resumed. 

Nevertheless,  most  people  continue  to  believe  that  real 
estate  is  one  asset  class  whose  values  will  spiral  ever  upward. 
You  can't  blame  them.  Federal  figures  show  that  housing 
prices  have  risen  18%  in  inflation-adjusted  terms  over  the 
past  four  years.  This  is  the  sharpest  rise  in  any  four-year  in- 
terval since  the  mid-1970s,  when  inflation  was  rampant.  In 
some  of  today's  overheated  markets,  such  as  Denver's  and 
San  Francisco's,  prices  have  climbed  two  or  three  times  the 
national  average. 

And  real  estate  is  hardly  slowing  down:  The  National  As- 
sociation of  Realtors'  recent  survey  of  125  metropolitan 
areas  found  that  home  prices  rose  6.4%  in  the  second  quar- 
ter— a  sharp  gain  from  the  first  quarter's  4.6%  increase.  In 
addition,  the  Commerce  Department  reported  that  sales  of 
new  homes  climbed  4.9%  in  July.  Meanwhile,  growth  in 
gross  domestic  product  for  the  second  quarter  was  revised 
downward  to  a  mere  0.2%. 

This  paradox — that  of  a  general  economy's  growing 
weaker  as  the  housing  market  becomes  stronger — can't 
be  sustained.  Before  long  a  lot  of  folks  will  find  that  their 
can't-lose  investment  in  property  is  a  mirage.  The  Sept.  3 
cover  story  in  FORBES  made  this 
controversial  argument,  which  I 


Arbitrage  the 
spread  between 
low  stock  prices 
and  high  (for  now) 
property  values. 


think  will  be  vindicated  before  long. 

Well,  there's  some  good  news  to  be  had  out  of  this.  F 
the  time  being  we  have  a  wonderful  arbitrage  opportunity- 
sell  residential  real  estate  and  buy  well-situated,  downtro 
den  stocks.  I'm  not  necessarily  advocating  that  you  upro 
your  family  and  sell  your  home.  But  if  you  are  moving  to  a 
other  city,  see  if  you  can  take  some  money  off  the  table  wi 
a  smaller  replacement  house.  If  the  kids  are  off  to  colle 
and  you  have  an  empty  nest,  trade  down  now,  not  later.  Ai 

if  you  are  younger  and  thin 
ing  of  trading  up,  wait.  P 
some  cash  into  the  stock  ma 
ket  instead. 

For  conservative  investc 
I  recommend  an  exchang 
traded  fund:  Standard 
Poor's  Depositary  Receip 
(110,  SPY),  based  on  the  S* 
500  index  and  also  known 
SPDRs.  More  aggressive  i; 
vestors  might  try  the  Nasdaq  100  Index  Tracking  Stock  (2 
QQQ),  whose  portfolio  is  a  cap-weighted  basket  of  the  b 
Nasdaq  companies  with  the  largest  market  caps.  This  ind 
is  down  70%  from  its  March  2000  high,  with  roughly  thre 
quarters  of  the  fund  in  the  tech  sector.  In  his  column  < 
page  134,  David  Dreman  argues,  in  effect,  that  not  enouj 
bad  things  have  happened  to  tech  stock  prices.  I  disagn 
The  sector  is  ready  for  a  rebound. 

Despite  all  the  gloom  and  doom  about  tech,  now 
the  time  to  buy  good  names  while  they  are  cheap.  In  my  A] 
16  column  I  cited  three  tech  stocks  that  are  still  good.  Th 
have  since  become  even  cheaper:  AOL  Time  Warner,  Cornri 
and  Synopsys.  Rounding  out  a  first-class  tech  portfoll 
should  be  another  batch  of  great  issues  that  have  be< 
knocked  about  lately.  Buy  IBM  (97,  IBM),  Microsoft  (56,  MSF~ 
Texas  Instruments  (29,  TXN)  and  Qualcomm  (49,  QCOM). 

What  about  the  real  estate  side  of  the  equation?  It  is  n| 
possible,  unfortunately,  to  short  suburban  real  estate.  I 
the  next  best  thing  and  short  the  developers  who  build  f 
that  market.  The  most  prominent  builders  have  seen  the 
prices  double  in  the  past  15  months  amid  strong  housii 
demand.  Just  imagine  what  will  happen  to  these  stoc 
when  that  demand  is  a  wistful  memory:  Centex  (39,  CTJ 
D.R.  Horton  (23,  DHl),  Lennar  (41,  LEN),  Pulte  (34,  PHfv 
Ryland  Group  (49,  RYL),  Standard  Pacific  (21,  SPF)  and  I 
Brothers  (34.TOL). 
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BY  ROBERT  LANGRETH 

LATE  IN  THE  SUMMER  TEN  KIDS  WITH  ADVANCED 
neuroblastoma,  one  of  the  deadliest  childhood  can- 
cers, began  undergoing  a  radical  new  gene  therapy 
with  a  breathtaking  goal — to  fight  the  disease  not  by 
deploying  often  inadequate  chemotherapy  and  radi- 
ation but  by  jiggering  the  immune  system  to  attack  tumors  it 
otherwise  ignores. 

It  is  their  last  glimmer  of  hope.  With  existing  therapy,  the 
survival  rate  of  these  relapsing  patients  is  less  than  10%.  While 
it  is  too  soon  to  tell  whether  it  works,  the  oncologist  leading  the 
effort,  Michael  Jensen  at  City  of  Hope  National  Medical  Cen- 


ter near  Los  Angeles,  is  so  hope  I 
that  he  aims  to  test  similar  tre 
ments  within  a  year  in  childr 
with  leukemia  and  glioma,  an  i 
gressive  brain  tumor.  His  goal 
nothing  less  than  a  cure  for  I 
most  lethal  kid  cancers.  "We  wa 
to  eliminate  the  need  for  toi 
chemotherapy,  radiation  or  det 
itating  surgery,"  he  says. 

The  approach  is  so  exotic  ft 
it  should  have  taken  eight  yearsi 
move  from  the  test  tube  to  tj 
bedside.  Jensen  was  able  to  bea 
patient  trials  just  two  years  afj 
starting  lab  work  on  this  desigr 
T  cell  therapy.  How?  City  of  Hoj 
one  of  the  nation's  40  gover  avt 
ment-designated  comprehensj 
cancer  centers,  has  gone  into  tj 
biotech  manufacturing  busines 
Typically  a  research  institu 
must  rely  on  a  drug  or  biote 
firm  to  produce  experiment 
therapies  for  testing.  Jensen's  1 
searchers  did  it  themselves.  Cj 
of  Hope  has  built  a  $9  millij 
biotech  factory  to  produce  § 
netically  engineered  treatmerj 
developed  by  its  own  research^ 
for  early  human  trials.  Su 
"pilot  plants"  are  common 
biotech  shops  but  are  rare 
found  in  the  public  sector. 
The  nonprofit  lab  and  cane 
treatment  center,  with  an  annual  budget  of  $330  million,  has 
long  history  of  innovation,  working  on  technology  that  led 
genetically  engineered  insulin,  a  growth  hormone  and  canca 
fighting  monoclonal  antibodies.  It  earned  more  than  $25  rrr 
lion  in  royalties  last  fiscal  year.  But  by  the  late  1990s  half  a  doz« 
promising  projects  at  City  of  Hope  had  stalled  because  it  con 
not  find  partners  to  make  materials  for  human  testing.  In  oi 
case  a  trial  of  a  promising  HIV  therapy  was  delayed  two  yea 
while  City  of  Hope  negotiated  with  Chiron  and  another  fim 
An  experimental  gene  therapy  for  AIDS  languished  for  foi 
years.  "We'd  invariably  have  to  go  begging  to  biotech  whe 


Oncologist  Michael  Jensen. 
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10  hop  >ir  researchers  wanted  to  do  human  trials,"  says  Dr.  Theodore 
rontiris,  a  City  of  Hope  executive  vice  president.  "If  they 
eren't  interested,  too  bad." 
City  of  Hope's  gene  factory  encompasses  20,000  square 


cm 
na,aij 

sii  et  of  space,  half  of  it  devoted  to  "clean  room"  labs  dedi- 
foi  ted  to  producing  complex,  genetically  engineered  treat- 
Wen  <ents  for  its  trials.  Up  to  20  technicians  working  inside  12 
fori  foduction  rooms  can  produce  gene  treatments  for  10  or 
lords  lore  unrelated  trials  a  year.  A  3-person  quality  control  team 
rifles  that  all  therapies  have  been  produced  to  specifica- 
xotic t  bns,  without  contamination.  "Everyone  is  being  watched  by 
it  year  eryone  else,"  says  Larry  Couture,  who  conceived  the  lab 
d  runs  it. 

The  end  result,  City  of  Hope  figures,  is  that  potentially 
1 1  Evolutionary  medicines  will  be  developed  years  sooner, 
fien  it  does  license  a  therapy  to  a  biotech  firm,  City  of 
H  ope  will  be  in  a  better  bargaining  position  because  it  will 
gove  ive  early  trial  results  showing  the  therapy  works.  It  might 


be  to 
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arvesting  Hope 

y  I.  Take  blood  sample  from  cancer  patient 
d  separate  out  killer  T  cells  from  platelets 
d  other  components  with  a  centrifuge. 


 CANCER 

Without  the  pilot  plant  City  of  Hope  probably  wouldn't  be 
involved  in  it  at  all.  Researchers  also  are  pursuing  a  powerful 
new  diagnostic  test  for  colon  cancer  that  uses  radioactive  anti- 
body fragments  to  search  out  and  latch  on  to  colon  cancer  cells 
wherever  they  are. 

So  far  big  diagnostics  companies  have  had  only  lukewarm 
interest  in  the  test.  That  might  have  killed  the  effort  in  the  past, 
but  thanks  to  the  pilot  plant,  City  of  Hope  is  gearing  up  to 
conduct  its  own  60-person  trial  in  collaboration  with  UCLA 
and  Memorial  Sloan-Kertering  Cancer  Center.  City  of  Hope 
will  make  the  raw  material  for  all  three  hospitals.  Radiation 
oncologist  Andrew  Raubitschek  figures  positive  results  will 
spark  corporate  interest. 

Dr.  Jensen's  research  may  be  the  biggest  beneficiary  of  the 
new  plant.  He  is  one  of  a  handful  of  researchers  attempting  to 
reprogram  a  patient's  own  T  cells  to  attack  cancer.  T  cells  are 
a  crucial  component  of  the  immune  system  that  combat  in- 
fections by  recognizing  foreign  objects  such  as  virus- infected 
cells  or  bacteria,  latching  on  to  them  like  Velcro  and  lancing 
them  to  death.  But  T  cells  are  ill-equipped  to  destroy  the  body's 
own  cancer  tumors;  they  don't  notice  the  enemy  from  within. 

Jensen  hopes  to  genetically  modify  them  to  ferret  out  tu- 
mors just  as  they  would  virus-infected  cells.  The  laborious 
process  entails  isolating  a  patient's  T  cells  and  inserting  a  new 
gene.  The  gene  produces  a  molecular  sensor  on  the  T  cell  that 
is  designed  to  latch  on  to  a  telltale  protein  on  the  surface  of 


Day  14.  Researchers  separate  the  remaining  T  cells  into  10,000 
small  batches  among  96-well  plates.  Over  the  next  six  weeks 
cells  slowly  multiply.  Researchers  gradually  select  the  handful  of 
batches  with  the  best  tumor-fighting  properties  and  continue 
expanding  those  in  flasks. 


Day  3.  A  new  gene  is  inserted  into  the  T  cells,  enabling  them  to  zero 
in  on  specific  cancer  cells.  After  ten  days  of  cell  growth,  a 
"selection  drug"  kills  cells  in  which  the  new  gene  didn't  take  hold. 


Day  56.  Researchers  now  have  five  bags, 
each  with  a  billion  cancer-busting  T  cells, 
ready  to  be  infused  into  a  patient. 


■  able  to  demand  6%  royalties  or  more  for  something  ready 
r  large-scale  trials,  versus  half  that  for  a  totally  unproven 
hat |e  :atment.  "I  don't  know  of  anyone  else  who  has  done  this.  It 
uir  les  their  researchers  from  enormous  constraints,"  says  gene 
erapy  pioneer  W.  French  Anderson  of  the  University  of 
Jmthern  California.  He  hopes  to  persuade  City  of  Hope  to 
oduce  materials  for  some  of  his  own  trials,  including  a 
>vel  treatment  for  liver  tumors. 

The  pilot  plant,  which  has  been  open  for  a  year,  has  already 
celerated  work  on  a  number  of  therapies  and  diagnostic  tests, 
e  trial  aims  to  cure  diabetes  by  transplanting  insulin-pro- 
icing  islet  cells  from  deceased  donors  into  diabetic  patients. 


that  specific  type  of  cancer.  The  modified  T  cells  are  grown 
outside  the  body  for  several  weeks  until  billions  of  them  are 
ready  and  are  then  injected  back  into  the  patient. 

But  Jensen  admits  it  may  take  many  years  to  deliver  on  the 
method's  considerable  promise.  It  will  be  tricky  engineering 
T  cells  to  survive  inside  the  body  long  enough  to  destroy  the 
cancer.  He  also  must  shorten  patients'  preparation  time  from 
months  to  just  a  few  days  to  attack  the  disease  sooner.  Some- 
day he  envisions  cancer  centers  storing  giant  banks  of  premade 
T  cells  to  match  the  patients'  bone  marrow  and  tumor  types. 
It's  science  fiction  now,  but  Jensen  and  City  of  Hope  are  taking 
real  steps  toward  making  it  a  reality.  F 
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MAN,  A  PLAN,  A 
canal — -Languedoc. 
Okay,  so  it  doesn't 
read  the  same  way 
backwards,  as  for- 
wards as  the  palin- 
drome about  the  Panama  Canal  does. 
But  man-,  plan-  and  canalwise,  Langue- 
doc's  Canal  du  Midi  kicks  Panama  right 
in  the  locks.  Moreover,  the  Frenchman 
with  the  remarkable  plan  to  link  the  At- 
lantic to  the  Mediterranean  through 
France — the  doughty  Pierre  Paul  Ric- 
quet — began  building  his  canal  in  1667. 

The  many  small  wonders  of  Canal 
du  Midi  are  best  discerned  from  a 
rented  motorboat.  You  putter  down  the 
canal's  chestnut-lined  avenues  of  water, 
through  the  graceful  oval  lock  chambers 
Ricquet  designed  for  extra 
strength  using  curved  side- 
walls,  then  sail  over  the  revo- 
lutionary water  bridges  he 
conceived  to  keep  the  canal 
free  from  the  silt  carried  by 
the  many  streams  that  cross  it. 

I  am  admiring  Ricquet's 
handiwork  from  the  inside  of 
one  of  eight  locks  in  his  wa- 
tery "stairway"  at  Fonse- 
rannes,  just  outside  his 
birthplace,  Beziers.  It's  an  en- 
gineering marvel:  My  boat  has 
been  lifted  23  feet  straight  up 
a  hill  through  a  system  of 
linked  locks.  The  completion 
of  this  audacious  stairway  was 
Ricquet's  vindication  against 
an  army  of  critics,  but  by  then 
their  sniping  had  broken  his 
spirit.  "It  is  said,"  he  opined 
bitterly,  "that  I  have  made  a 
canal  in  order  to  drown  my- 
self and  my  family." 

Not  to  mention  the  trav- 
eler. I  have  just  left  Beziers  in  a 
26-foot  launch,  and  managed, 
through  sheer  ineptitude,  to 
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get  my  craft  turned  completely  around 
in  the  lock,  so  I'm  facing  backward  as 
water  from  above  pours  in  behind  me. 

"Are  you  thinking  of  going  back 
down?"  asks  the  locksman,  dryly.  After  I 
finally  get  my  boat  dragged  right  way 
'round,  I  essay  a  little  canal  cama- 
raderie. "I  guess  you've  seen  this  a  few 
times  before,  huh?"  I  allow.  The  locks- 
man considers  this  seriously  for  a  mo- 
ment or  two:  "Non." 

A  week  and  150  miles  on  the  canal  is 
no  test  of  seamanship.  At  eight  knots — 
the  top  speed  of  the  boats  for  hire — you 
get  a  good  feel  for  the  ruminative  pace 
of  commerce  back  when  the  information 
superhighway  was  made  of  water. 

Pull  your  boat  up  to  the  town  of 
Paraza,  just  after  crossing  the  canal  bridge 


Ricquet  built  at  Repudre — the  first  oi 
in  France.  Life  here  quickly  throttles  ba 
to  a  simpler  time  and  scale — with  a  hi 
of  the  fierce  drama  of  early  capitalist  |f\| 
Ricquet  was  a  precocious  entreprene 
in  a  country  that  has  always  preferred 
let  the  state  bear  the  burden  of  progre: 
He  had  gotten  rich  collecting  the  salt  t 
in  Languedoc  for  Louis  XTV.  But  instej 
of  retiring  to  his  estate,  the  French  bare 
staked  his  fortune  and  his  health  on  a  f 
fill  dream  that  France  had  been  unab 
to  fulfill  for  over  100  years:  an  inland  w 
terway  across  sunny  Languedoc,  t\ 
country's  largest  province. 

Ever  since  Leonardo  da  Vinci  ii 
vented  the  swinging-miter  canal  lo 
around  1480,  most  canals  were  built  pa 
allel  to  existing  rivers,  ensuring  a  reliab 
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ter  supply  and  simplifying  naviga- 
i.  This  would  not  work  in  Langue- 
;,  where  any  bicoastal  canal  would 
?e  to  run  perpendicular  to  the  re- 
n's  mainly  north-to-south  river  val- 
No  one  could  figure  out  how  to 
1  iply  the  canal  with  water  year- 
— until  Ricquet  hit  upon  the  idea 
channeling  the  rushing  streams  of 
'P'tilia;  Montagne  Noire  through  auxiliary 
epras  >\er  canals  into  a  holding  reservoir  at 
eferrec  I  canal's  high-water  point  at  Nau- 
W  ize.  Louis  XIV  approved  the  project 
lie  salt!  L  RiCqUet  agreed  to  fund  construe - 
Jtmstt  ^  himself;  the  central  and  provincial 
iibai  vernments  agreed  to  purchase  the 
hona  through  which  the  canal  ran.  In 
sm  urn  Ricquet  and  his  heirs  would 
uand i  0y  profits  from  the  canal's  tolls. 
In  the  end  the  canal  swallowed 
rything  Ricquet  had.  It  ultimately 
1 15.2  million  gold  livres — $760  mil- 
l  in  labor  terms  in  today's  dollars, 
equivalent  of  a  tenth  of  the  budget 
ranee's  central  government  in  1687. 
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Ricquet,  who  was  wiped  out  and  died 
over  2  million  livres  in  debt,  was  a  vig- 
orous 62  when  work  started  in  1667 
near  Toulouse,  by  the  Garonne  river. 
But  he  got  old  fast.  Easygoing  by  namre 
and  a  generous  boss — he  paid  his 
12,000  workmen  on  holidays  and  sick 
days,  even  during  rain  delays — Ricquet 
became  paranoid  and  arrogant  as  he 
was  engulfed  by  court  politics. 

Facing  the  threat  of  withheld  funds 
as  the  project  neared  Fonserannes,  Ric- 
quet once  again  routed  his  enemies  by 
pulling  off  a  dazzling  engineering  coup. 
He  drove  the  world's  first  canal  tunnel 
541  feet  straight  through  a  crumbly 
sandstone  ridge,  completing  the  work 
in  six  days.  The  Malpas  tunnel  was  Ric- 
quet's  last  hurrah.  Thirteen  years  after 
he  started  work,  now  very  ill,  he  feebly 
asked  how  far  before  "his"  canal  hit  the 
Etang  de  Thau  in  the  Mediterranean. 
They  told  him.  "Just  one  league,"  he 
sighed.  And  died,  so  they  say.  It  just 
might  have  been  worth  dying  for.  F 


Fear  of  Flying 


B  o  o  K  s  |  A  gripping  new  tale  of 
a  commuter  plane  crash  may 
give  frequent  fliers  pause. 

BY  SUSAN  ADAMS 

THE  TITLE  OF 
Gary  M. 
Pomerantz's 
riveting  new  book, 
Nine  Minutes,  Twenty 
Seconds  (Crown,  $24),    ;  "  £ 
reflects  the  interval  be- 
tween structural  trou-  ^fB 
ble  and  the  crash  of  ASA  ^^^r 
commuter  flight  529 
into  a  south  Georgia  hayfield  in  August 
1995.  Of  the  29  people  aboard,  19  mirac- 
ulously survived.  "An  ode  to  the  beauty 
and  dignity  of  the  human  spirit,"  says  a 
cover  blurb.  And  for  some,  proof  that 
fear  of  flying  has  some  basis  in  fact. 

In  the  first  chapter  a  technician  duti- 
fully inspects  a  propeller  blade,  writes 
Pomerantz,  "as  if  it  would  be  attached  to 
a  plane  carrying  his  family."  But  a  year 
later  a  tiny  fatigue  crack  causes  the  pro- 
peller to  snap  minutes  into  the  flight,  rip- 
ping the  engine  from  its  mounting  and 
lodging  it  against  the  wing.  The  Brasilia 
turboprop  plunges  to  the  left,  then  drops, 
losing  2,750  feet  in  25  seconds. 

You  feel  the  passengers'  anguish. 
Minutes  before  impact,  grade  school 
teacher  Dawn  Dumm,  40,  scribbles  a 
note  to  her  two  kids:  "You  are  the  Lights 
of  My  Life.  Always,  Mommy"  Despite  a 
heroic  effort  by  the  pilot,  the  plane  hits 
the  ground  at  138  miles  an  hour,  split- 
ting the  fuselage  in  two.  "Passenger  and 
crew  had  60  seconds  to  get  out,"  writes 
Pomerantz.  "Then  would  come  fire." 

The  story  has  its  share  of  valor.  Shaken 
and  bleeding,  flight  attendant  Robin  Fech, 
37,  strips  off  her  vest  and  beats  the  flames 
from  a  burning  passenger.  After  fleeing 
the  wreck,  37-year-old  computer  trainer 
David  McCorkell  returns,  struggling  to 
free  first  officer  Matthew  Warmerdam, 
pinned  inside  the  cockpit. 

All  told,  a  great  read.  But  you  might 
want  to  tackle  it  while  on  terra  firma.  F 
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On  the  Business  of  Life 


If  you  want  an  example  of  the  exact  antithesis  of  the  phrase  "stroke  of  genius,"  look  no  further 
than  the  latest  advertising  medium,  truckin'  billboards.  Prestige  Panels,  for  several  thousands 
of  dollars  a  week,  will  roll  your  billboard  on  trucks  through  all  the  busiest  streets  of  city, 
seashore  or  anywhere  that  traffic  is  nearly  gridlocked.  Can  you  think  of  a  better  way  to  drive  cus- 
tomers away  than  by  dragging  your  product's  name  in  front  of  fuming,  fume-inhaling  motorists? 

— MALCOLM  S.  FORBES  (1987) 


Advertising  may  be  described  as  the 
science  of  arresting  human  intelligence 
long  enough  to  get  money  out  of  it. 

—STEPHEN  LEACOCK 


Advertising  is  the  rattling  of  a  stick 
inside  a  swill  bucket. 

—GEORGE  ORWELL 


Society  drives  people  crazy  with  lust 
and  calls  it  advertising. 

—JOHN  LAHR 


In  good  times  people  want  to  advertise; 
in  bad  times  they  have  to. 

—BRUCE  BARTON 


Time  spent  in  the  advertising  business 
seems  to  create  a  permanent  deformity 
like  the  Chinese  habit  of  foot-binding. 

—DEAN  ACHESON 


Advertising  is  the  greatest  art  form 
of  the  20th  century. 

—MARSHALL  MCLUHAN 


An  advertising  agency  is  85%  confusion 
and  15%  commission. 

—FRED  ALLEN 


That's  the  kind  of  ad  I  like: 
facts,  facts,  facts. 

—SAMUEL  GOLDWYN 


We  grew  up  founding  our  dreams 
on  the  infinite  promise  of  American 
advertising.  I  still  believe  that  one  can 
learn  to  play  the  piano  by  mail  and  that 
mud  will  give  you  a  perfect  complexion. 

— ZELDA  FITZGERALD 


Advertising  is  a  racket,  like  the  movies 
and  the  brokerage  business.  You  cannot 
be  honest  without  admitting  that  its 
constructive  contribution  to  humanity 
is  exactly  minus  zero. 

— F.  SCOTT  FITZGERALD 


The  advertiser  is  the  overrewarded 
court  jester  and  court  pander  at  the 
democratic  court. 

—JOSEPH  WOOD  CRUTCH 


Advertisements  in  a  newspaper 
are  more  full  of  knowledge  in  respect 
to  what  is  going  on  in  a  community 
than  the  editorial  columns  are. 

—HENRY  WARD  BEECH 


One  ad  is  worth  more  to  a  paper 
than  40  editorials. 

—WILL  ROGE 


Advertising  in  the  final  analysis  shoul 
be  news.  If  it  is  not  news  it  is  worthies. 

— ADOLPH  S.  OC 


Advertisements  contain  the  only  truth 
to  be  relied  on  in  a  newspaper. 

—THOMAS  JEFFERSt 

I  A  Text... 

God  is  love;  and  he  that  dwelleth 
in  love  dwelleth  in  God,  and  Got 
in  him. 

—I  JOHN  4 

Sent  in  by  Saheb  Sahu,  West  Des  Moines,  Ic 
What's  your  favorite  text?  The  Forbes  Boa 
Quotations:  Thoughts  on  the  Business  of  Li 
given  to  senders  of  Bible  texts  that  are  used 


More  than  14,000  "Thoughts,"  arranged  alphabetical! 
subject,  are  available  in  a  900-page,  one-voll 
deluxe  edition.  The  Forbes  Book  of  Quotations:  Though 
the  Business  of  Life.  The  price  is  $40,  plus  $3.50  ship 
and  $1  per  item  for  handling  (add  applicable  sales 
To  order,  please  call  toll-free,  1  -800-876-6556. 
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HAT  WOULD  BE  US. 


Ir  200  countries,  our  38,000  problem-solving  professionals  speak 
nguage:  success.  Compaq  Global  Services  architects,  implements 
^  |Tianages  custom  solutions  for  clients  like  Barnes  &  Noble.com, 
&  Decker  and  BT.  Many  of  our  customers  chose  us  because  of  our 
e  ability  to  integrate  the  latest  technology  into  existing  systems, 
i,  in  turn,  lets  them  maximize  the  technology  they've  already 
ed  in.  We  do  it  for  them,  and  we  can  do  it  for  you. 
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NTT  • 

Do  Co  Mo 


Beyond  The  Mobile  Frontier 


i-mode  is  taking  the  world  by  s 


19  777 


A  wireless  revolution  is  brewing. 

The  Net  and  the  cellular  phone  have  already  transformed  global 
communications.  Now  i-mode  is  on  the  verge  of  starting  the  next 
revolution  —  instant  Net  access  on  your  cellular  phone. 

This  is  exactly  what  NTT  DoCoMo,  Japan's  leading  mobile 

communications  operator,  provides 
26  million  i-mode  users  in  Japan. 
By  popular  demand,  NTT  DoCoMo 
is  now  striving  to  bring  everyone, 
everywhere  the  same  opportunity. 

i-moders  can  take  advantage  of 
specialized  services  that  range  from 
email,  online  shopping  and  ticket 
reservations  to  news  updates, 
database  access,  entertainment 
and  banking  transactions.  These 
services  are  attracting  people  of  all 
ages,  and  being  utilized  by  govern- 
ment, business  and  social  organizations. 

Users  also  appreciate  i-mode's  reasonable  fees,  which  encourage 
longer,  more  relaxed  browsing  and  more  frequent  visits:  over  90%  of 
i-mode  subscribers  access  an  average  of  1 1  sites  per  day. 

Extremely  user-friendly,  i-mode  is  a  proven  formula  for  practical 
wireless  services  that  could  bring  a  new  level  of  freedom  to  people 
around  the  globe. 


For  a  borderless  world. 


Feb  Apr  Jun  Aug  Ocl  Dec  Feb  Apr  Jur  Aug  Oct  Dec  Feb  Apt  Jun 


i-mode's  meteoric  rise  continues  unabated  In 
the  end  of  July,  the  service  had  attracted  over 
26  million  subscribers 


Practical,  proven  technology. 

The  key  to  i-mode's  success  lies  in  the  practicality  of  its  w 
technology.  Empowered  by  an  advanced  packet  transmissic 
that  handles  data  communications  with  reliability  and  speec 
allows  charging  by  volume  of  data  received,  rather  than  tn 
online,  i-mode  content  is  also  based  on  a  subset  of  HTML 
conversion  from  Internet  content  a  remarkably  simple  proc 
advantage  in  tandem  with  i-mode's  huge  user  base  encourai 
and  more  companies  to  create  dynamic  new  content,  whic 
attracts  more  and  more  new  users  —  tens  of  thousands  evei 

Building  i-mode  business  solutions. 

Conventionally,  Japanese  construction  operations  have  i 
estimation  in  ordering  building  materials.  However,  usi 
imprecise  system  contributed  to  over-ordering  of  materia!: 
storage  under  poor  conditions,  and  potential  spoilage. 

Now,  all  this  is  changing  thanks  to  the  ease  and  cost-effi 
i-mode  communications  from 
NTT  DoCoMo.  When  materials 
are  needed,  workers  simply  use 
their  handsets  to  connect  with 
a  network,  which  contacts 
suppliers  to  order  necessary 
materials  and  precise  amounts 
in  keeping  with  work  progress. 
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Every  car  has  its  moment. 

This  one  has  thousands  per  second, 


to: 


Why  do  the  Japanese  have  1/8  the  incidence  of  prostate  cancer? 


And  fewer  symptoms  of  menopause? 


Is  it  a  diet  rich  in  soy? 


ADM  is  finding  out  and  creating 


Nature  has  answers. 


Is  anyone  l  istening? 


Yes. 


ADM 

THE  NATURE  OF  WHAT'S  TO  COME  " 


admworld.com 
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You're  never  too  old 
to  help  the  hungry. 


VOLUNTEER  TO  MAKE  A  DIFFERENCE 


Slowing  down?  George  Moss  is  just  getting  started. 

Instead  of  sitting  back  and  relaxing,  this  73-year-old  retired  shipping 
clerk  delivers  nutritious  meals  to  over  100  homebound  seniors  each 
week  for  Volunteers  of  America.  Why?  Because  he  can  —  and  because 
he  knows  he's  making  a  difference. 


People  like  George  not  only  provide  food  for  the  elderly,  but  the 
comfort  of  a  friendly  visit.  Sadly,  thousands  of  deserving  seniors  in 
communities  across  America  are  going  hungry  and  the  numbers  are 
growing.  George  is  proof  that  at  any  age,  you  can  make  a  crucial 
difference  to  the  lives  of  isolated  seniors.  Let  those  in  need  know  that 
they  are  not  alone  and  have  not  been  forgotten. 

To  learn  more  about  the  many  ways  you  can 

fight  hunger  among  the  elderly  in  your  community, 

or  if  someone  you  know  needs  help,  contact: 


National  Meals  On  Wheels  Foundation 
Toll  free:  (866)  820-8222 

www.nationalmealsonwheels.org 


Supported  by  the  Philip  Morris  companies 

OODS  INC.      MILLER  BREWING  COMPANY      PHILIP  MORRIS  U.S.A. 
www.philipmorris.com 


OCTOBER  8,  2001 


127  The  400  Richest 
People  in  America 

The  admission  price  has  been 
lowered,  and  the  "new  econ- 
omy" is  past  tense.  But  new 
wealth  is  still  being  created. 

128  The  Top  10 
142  Technology 
158  Media 

178  Finance 
206  Real  Estate 
216  Communications 
218  Near  Misses 
220  Energy 
234  Food 
246  Retail 
254  Manufacturing 
278  Service 
294  Index 

Departments 

16  Editorial  Index    34  Other 

20  Side  Lines 

22  Dropouts 

29  Fact  and 


Comment 


Comments 
37  Commentary 
39  Digital  Rules 
314  Thoughts 


COVER  PHOTOGRAPH  FOR  FORBES  BY  FRANK  W.  OCKENFELS 


8     FORBES  -  October  8,  2001 


THE  FORBES  400  J  OCTOBER  8,  2001 


42  The  Cable  Capitalist 

Robert  Johnson  became  a  billionaire 
by  programming  for  black  consumers. 
For  some,  he  hasn't  done  it  the 
right  way.  By  Brett  Pulley 
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Brittingham  spent  his  life  building  a 
fortune.  It  took  just  a  few  years  to  wipe 
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ALL  SUVS  PROMISE  FREEDOM. 
FEW  HAVE  ACTUALLY  FOUGHT  FOR  IT. 


Since  1948,  Land  Rover  4x4s  have  been  pressed  into  battle  throughout  the  world 
lo  date,,  our  most  luxurious  model  has  received  no  special  dispensation.  As  recently 
as  the  (>ulf  War,  civilian  Range  Rovers  were  commandeered  by 
coalition  forces  and,  to  no.  one's  surprise,  performed  dauntlcsslv 
Not  one  to  hide  behind  its  lavish  amenities,  the  Range  Rover 
possesses  the  same  go-anywhere,  all-terrain  capability  as  the  rest  ot 
the  Land  Rover  fleet.  A  single  tour  in  our  2002  4.6  HSE  and  you  II 
soon  appreciate  how  unique  it  is.  Polished  walnut  and  select 
leather  combined  with  Electronic  Air  Suspension  and  a  460-watt,  I  2-speaker  audio 
system  make  the  best  of  even  the  worst  situations.  As  do  permanent  four  wheel-drive 
and  four-wheel  Electronic  Traction  Control.  Why,  there's  nothing  we  won't  do  to  ensure 
thai  every  Range  Rover  is  as  capable  as  it  is  comfortable.  Anything  to  keep  the  peace 


■ 


RANGE  ROVER 


VISIT  LANDROVER  COM  OR  CALL  1-800-FINE-UVD  Tread  lightly!  Drive  respciibibiy  o(l  r^.id., 
,  i'Out  Land  Rover  North  America  Inc.  Always  use  your  .seat  belts  SRS  air  bags  rtbne  do  not  provide  SUitt4"<$t!y$ietli<>\ 


FORD  MOTOR  COMPANY  was  looking  to  give  its  250,000  employees  easier  access  to  core 

processes  from  wherever  they  happen  to  be.  Using  enterprise  software  from  Microsoft,  including 
Windows"  2000  Server,  SQL  Server,™  Exchange  Server,  and  Office,  Ford  deployed  a  solution  that  helps 
users  connect  quickly  to  information  and  services  on  1000  intranet  sites  from  anywhere  in  the  world, 
so  they  can  support  customers  and  securely  collaborate  with  their  colleagues  regardless  of  location. 


computer  is 
raveling  to  Dubai. 

inlike  its  owner, 
ie  computer  will  never 
e  homesick. 


Microsoft 


terprise  software  from  Microsoft  lets  you  bring 
Connecting  a  mobile  workforce 
h  corporate  headquarters  is  easier  said  than  done, 
course,  that's  where  Microsoft®  software  can  help, 
're  not  talking  about  people  merely  getting  e-mail.  This 
oftware  built  for  the  Internet,  allowing  you  to  manage 
e  processes— such  as  analyzing  sales  forecasts, 
raging  customer  information,  or  managing  inventory— 
le  on  the  go.  The  "office"  will  never  be  the  same.  Visit 
rosoft.com/business 
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Jump   Search  I  Advanced  Search 

HOME  PAGE  OF  THE  WORLD'S  BUSINESS  LEADERS 


Quotes  &  Research 

1.  Enter  Company  or  Fund 
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2,  Choose  from:  
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Detailed  quotes  and  financial 
information  for  thousands  of 
stocks  and  mutual  funds. 


The  Rich  List  Online 

Search  the  2001  rich  list  or  link 
to  our  interactive  list  of  the 
world's  billionaires. 

People  Tracker 

What's  Larry  Ellison  up  to? 
Has  Paul  Allen  sold  any  more 
Microsoft?  Use  our  exclusive 
People  Tracker  to  follow  the 
U.S.'  richest  as  well  as  execu- 
tives in  your  own  industry, 
online  or  by  e-mail. 

Lifestyle 

Collecting 

Lost  Treasures.  Terrorism  de- 
stroys art  as  well  as  human  life. 

Real  Estate 

Billionaire  Next  Door.  Our  picks 
of  the  best  real  estate  where 
the  superrich  live. 
Vehicles 


Instant  Classic.  Is  the  new 

Aston  Martin  Vanquish  the  best 
sports  car  ever?  No— it's  better. 


Money  Trail 

Financing  Terrorism 

Dan  Ackman 

How  much  does  it  cost  to  maintain  a  worldwide  terror 
organization?  Less  than  you  might  think.  Osama  bin 
Laden,  with  a  fortune  widely  estimated  at  $300  million, 
would  be  a  wealthy  man  in  any  country.  But  because  he 
is  based  in  impoverished  Afghanistan  his  money  goes 
even  further.  The  cost  of  the  combined  attacks  on 
New  York  and  Washington,  D.C.  was  likely  less  than 
$5  million,  perhaps  much  less. 

Osama  bin  Laden  doesn't  always  use  his  own 
money  to  finance  his  operations.  His  network  is  the 
recipient  of  millions  of  dollars,  some  channeled  illegally, 
from  Islamic 
nations  and  individ- 
uals around  the 
world,  not  to  men- 
tion from  the  heroin 
trade.  But  Bin 
Laden  is  only  the 
most  prominent  of 
dozens  of  terror- 
ists. The  challenge 
to  the  U.S.  and  its 
allies  is  to  cut  off 
this  flow  of  funding 
and  keep  it  cut  off. 

Osama  bin  Laden 

Creating 
More  Wealth 

It  Helps  to  be  Smart 

Matthew  Herper 

Is  it  easier  to  make  money  if  you  start  with  $50  billion  or 
$50  million?  Most  people  would  think  the  larger  fortune 
provides  an  automatic  advantage,  but  we've  looked 
through  the  last  six  years  of  records  and  found  that  that's 
not  the  case.  Bill  Gates  and  Warren  Buffett  got  richer,  but 
so  did  others  who  started  with  fewer  zeroes  in  their  bank 
accounts.  It  still  comes  down  to  hard  work  and  good  timing. 

T^nf flA€  ^or  lin,<s  t0  a" ar,icles  ci,ed  on  ,n's  Pa?e' visit  us 

mil  — ■  in.         at  www.forbes.com/contents. 
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The  Top  15 

With  a  few  exceptions  the 
richest  in  2000  are  still  on  top 
in  2001,  despite  the  sharp 
drop  in  the  stock  market. 

Lost  Wealth 

Among  the  rich  list  dropouts 
are  CMGI's  David  Wetherell 
and  Priceline's  Jay  Walker. 

Competitors 

The  very  rich  not  only  have  a 
lot  of  money— they  also  have 
heated  rivalries.  Read  about 
Murdoch  vs.  Redstone,  Gates 
vs.  Case,  Martha  vs.  Oprah. 

Where  They  Live 

Not  all  billionaires  live  in  Palm 
Beach,  New  York  or  Seattle. 
Use  our  wealth-distribution 
map  and  see  which  areas  of 
the  U.S.  have  the  greatest 
concentration  of  wealth.  You 
might  be  surprised. 
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Gemstar-TV  Guide,  170 
General  Dynamics,  254 
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Capitalism  and  Its  Enemies  Societies 

that  demonize  materialism  could  find  a  lot  to  hate  in 
this  issue  of  FORBES,  and  in  particular  in  the  man  pic- 
tured on  the  cover.  In  a  fairly  short  time  Robert  John- 
son created  $1.3  billion  of  wealth  for  himself  out  of  the 
hedonistic  business  of  cable  television.  His  program- 
ming leans  to  low-brow  fare.  For  people  who  second- 
guess  his  accomplishments,  his  ultimate  sin  may  be 
this:  He  gives  viewers  what  they  want  rather  than  what 
some  board  of  censors  thinks  they  ought  to  see.  He  is, 
in  short,  the  kind  of  guy  who  makes  capitalism  work. 

This  almanac  of  American  fortunes,  which  was 
partly  printed  at  the  time  of  the  terrorist  attack  on  the 
country,  has  nothing  to  say  about  that  attack.  Except  in 
the  commentaries  at  the  front  (see pages  29,  37  and  39), 
we  have  no  discussion  of  the  war  here.  The  reason  is 
that  this  special  issue  is  not  intended  to  be  a  news  re- 
port; it  is,  rather,  a  snapshot  of  wealth  as  it  existed  at  a 
certain  point  (Aug.  27).  We  will  return  to  current 
events,  in  particular  the  effect  of  the  war  on  American 
business,  in  our  next  regular  issue,  dated  Oct.  15. 

The  rich  list  does,  however,  have  something  to  say 
about  what  makes  the  U.S.  economy  successful  and 
therefore  the  target  of  hatred  by  stagnant  societies. 
Wealth  creation  is  dynamic;  it  threatens  old  money  at 
the  same  time  it  throws  up  new  billionaires  like  John- 
son. This  list  is  anything  but  stagnant:  Fifty-four  mem- 
bers of  last  year's  list  dropped  off  and  were  replaced  by 
others.  It  might  surprise  some  of  capitalism's  enemies 
how  little  of  America's  wealth  is  old.  Only  149  of  the 
400  fortunes  we  describe  are  mostly  inherited. 

This  annual  survey  of  American  fortunes,  our  20th, 
was  edited  by  Peter  Kafka,  Peter  Newcomb  and  Tim 
Ferguson.  The  roster  of  names  begins  on  page  127.  I 
expect  that  there  will  be  a  lot  of  new  names  in  next 
year's  survey  but  that  the  market  turmoil  following  in 
the  terrorists'  wake  will  play  only  a  small  role  in  the 
changes.  There  are  far  more  powerful  forces  at  work: 
the  animal  spirits  that  create  new  fortunes  out  of  noth- 
ing. If  you  want  to  see  at  firsthand  how  wealth  is  cre- 
ated, read  Brett  Pulley's  profile  of  Robert  Johnson  be- 
ginning on  page  42. 
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THE  FORBES  400 


Dropouts 


YEAR  54  PEOPLE  DROPPED  OUT  OF  OUR  RANKINGS.  THREE  OF  TH1 
I  .died:  Hewlett-Packard  cofounder  William  Hewlett,  media  scion  Randol 
I  Hearst  and  Atlas  Air  founder  Michael  Chowdry.  The  others,  with  few  (. 
ceptions,  left  the  list  when  the  technology  bubble  burst.  For  many  of  them 
had  been  a  very  quick  visit.  Thirteen  members  who  rode  last  year's  fiber-opt 
wave  onto  the  400  found  themselves  dragged  off  when  the  stock  market  pull 
back.  The  most  precipitous  drop:  Blue  Martini  founder  Monte  Zweben,  w: 
saw  98%  of  his  $1.4  billion  fortune  evaporate  in  less  than  a  year. 


DIED 


Michael  Chowdry  I  Atlas  Air 


Randolph  Hearst !  Media 


William  Hewlett  Hewlett-Packard 


LEFT  BEHIND 


Richard  Adams  I  Uunet  Technologies 


Walter  Alessandrini  Avanex 


Michael  Birck  I  Teliabs 


John  Chambers  I  Cisco  Systems 


JoMei  Chang  i  vitria 


Pehong  Chen  BroadVision 


Robert  Desantis  Ariba 


Gumraj  Deshpande  1  Sycamore  Netwoi 
Harold  DiXOn  1  Storage  Networks 


David  Doyle  I  Quest  Software 


Donna  Dubinsky  1  Handspring 


Bernard  Ebbers !  MCI/WorldCom 


William  Fisher !  Gap 


Stephen  Gamfalo  1  Metromedia  Fiber 
Robert  Glaser  I  RealNetworks 


Jerry  Greenberg  1  sapient 


John  Haas!  Rohm  &  Haas 
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ISING  TO  THE  TOP  IS  OUR  PRIORITY  TOO. 


Convenience  and  comfort  coupled  with  an  innate  sense  of  luxury: 
The  Towers  at  The  New  York  Palace.  Private  lobby  and  elevators, 
a  personal,  multilingual  maitre  d'etace.  a  staff  trained  to  respond  to  the  needs 
and  pace  of  doing  business.  in-room  dining  prepared  by  lf  clrque  2000  or  sushisay. 
Your  pleasure,  your  preferences  are  paramount.  Reserve  with 
your  travel  planner  or  call  1-800-palace  t. 


A  MEMBER  Ol 


the  towers 

455  Madison  Avenue  at  50th  Street  New  York,  New  York  10022 
www.newy0rkpalace.com 


Dropouts 


Jeffrey  Hawkins  I  Handspring 


David  Huber  I  Corvis 


Naveen  Jain  I  InfoSpace 


Ruth  Kohler  1  Plumbing  fixtures 


Timothy  KOQgle  I  Yahoo 


Keith  Krach  I  Ariba 


Scott  Kliens  I  Juniper  Networks 


Raymond  Lane  i  Oracle 


Joseph  Liemandt  1  Trilogy  Development 


John  Little  I  Portal  Software 


Roger  Marino  1  Storage  Networks 


Wendy  McCaw  1  Divorce  settlement 


Clark  McLeod  I  Telephony 


C.  Edward  McVaney  I  J.  D.  Edwards 


Thomas  J.  Meredith  I  Dell  Ventures 


J.  Stuart  Moore  I  Sapient 


David  Cms!  Aether  Systems 


Jing  Jong  Pan  I  Optical  components 


Theresa  Pan  I  Optical  components 


Gregory  Reyes  1  Brocade  Communications 


Michael  Saylor  1  MicroStrategy 


Donald  R.  Scifres  I  SDL 


Pradeep  Sindhu  1  Juniper  Networks 


Rajendra  Singh  1  Telephony 


Dale  Skeen !  Vitria 


Daniel  E.  Smith  1  Sycamore  Networks 


James  Stowers  Jr.  I  American  Century 


Stuart  Subotnick !  Metromedia 


Kenneth  Tuchman !  TeleTech 


Patrizio  Vinciarelli  i  Vicor 


Romesh  Wadhwani  I  Aspect  Development 


Jay  Walker  1  Pnceiine 


David  Wetherell  I  cmgi 


Monte  Zweben  I  Blue  Martini 


JRGEON  GENERAL  WARNING: 

bacco  Use  Increases  The  Risk  Of 
fertility,  Stillbirth  And  Low  Birth  Weight. 


merica's  Game, 
merica's  Cigar. 


timeless  rhythms  of  the  game  of  baseball  never  change. 
I  ither  do  the  uncompromising  steps  that  make 
ry  Macanudo  the  last  word  in  smooth,  mellow  taste. 
i  that's  how  Macanudo  inspires  the  passion  that 
Ices  it  America's  best-selling  premium  cigar. 


www.cigarworld.com 

'  ©  2001  Montogo  y  Cia 


MACANUDO 

An  American  Passion. 


Imported  from  the  Dominican  Republic  in  four  distinctive  tastes. 

MACANUDO  CAFE  /  MACANUDO  ROBUST  /  MACANUDO  MADURO  /  MACANUDO  VINTAGE 
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Now  you  can 
of  Fidelity  sector  fund 


get  the  benefit 
investing  in  your  annuity. 


Did  you  know  that  you  can 
invest  in  a  family  of  Fidelity  VIP 
sector  funds  in  your  Fidelity'  Tax- 
Deferred  Variable  Annuity? 

Which  means  that  you  can  invest 
tax  deferred  in  the  specific  industry 
sectors  that  you  think  may  provide  a 
long-term  performance  advantage. 
You  can  even  switch  among  the  funds 


tax  free  —  an  especially  important 
benefit  in  volatile  markets. 

Plus,  you'll  get  the  expertise  and 
assistance  you  need  to  integrate 
sector  funds  into  a  diversified 
annuity  portfolio. 

Put  the  strength  and  expertise  of 
Fidelity  to  work  on  your  annuity  to 
help  you  see  yourself  succeeding. 


Introducing 
Sector  Funds  in  a 
Fidelity  Annuity 

Get  the  expert  help  you  need  to  make  the  most  of  your  annuity. 

•  Seven  new  Fidelity  sector  funds  to  choose  from 

•  28  other  Fidelity  and  non-Fidelity  annuity  funds  available 

•  Transfer  your  annuity  to  Fidelity  tax  free2 


Fittottty 


investments^ 


blV 


Hjtll! 

for 


ten  e: 
tow 
Kta 
ledti 


Call  1-800-544-4713  or  visit  a  Fidelity  Investor  Center 

'Fidelity  refers  to  Fidelity  Investments  Life  Insurance  Company  and  in  NY,  Empire  Fidelity  Investments  Life  Insurance  Company.  The  term 
"VlP"  refers  to  Variable  Insurance  Products.  Investing  in  sector  funds  may  be  more  volatile  due  to  their  narrow  investment  concentration. 
Investments  in  VIP  sector  funds  transferred  or  withdrawn  in  less  than  60  days  will  be  assessed  a  1%  redemption  fee,  which  is  retained 

by  the  fund. 

•'Before  transferring,  check  with  your  current  annuity  provider  to  see  if  it  will  assess  a  surrender  charge. 

The  sector  fund  portfolios  may  not  be  available  in  all  states. 

Variable  annuity  values  and  investment  returns  will  fluctuate  and  you  may  have  a  gain  or  loss  when  money  is  withdrawn.  Taxable  amounts 
'vttndrawn  prior  to  age  59/4  may  be  subject  to  a  10%  penalty  tax. 

:nore  information,  including  charges  and  expenses,  call  1-800-544-4713  for  a  free  prospectus.  Please  read  it  carefully  before 
esting  or  sending  money.  Fidelity  Retirement  Reserves  (policy  form  no.  NRR-96100,  et  al.)  is  issued  by  Fidelity  Investments  Life  Insurance 
For  fslY  residents,  Retirement  Reserves  is  issued  by  Empire  Fidelity  Investments  Life  Insurance  Co.,  NY,  NY.  Fidelity  Brokerage  Services, 
■er  NYSE,  SIPC,  Fidelity  Insurance  Aqency,  Inc.  and  Fidelity  Investments  Insurance  Agency  of  Texas,  Inc.  are  the  distributors. 

X  1  a  14332t 
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By  Steve  Forbes,  editor-in-chief 
"With  all  thy  getting  get  understanding' 


HSfc.  IB*. -ifl. 
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THE  EVIL  THAT  STRUCK  US 


HERE  IS  A  MALIGNANT  UNDERSIDE  TO  HUMAN  NATURE, 
here  are  nihilistic  forces  in  the  world  that  hate  America — 
jr  exuberant  individualism,  our  oft-messy  freedoms,  our 
;ry  sense  of  adventure  and  optimism.  There  are  forces  that 
orify  chaos,  violence  and  anarchy  for  their  own  sake. 
,  Terrorism  tries  to  win  not  by  conquest,  but  by  demoralizing 
j  ciety.  Terrorists  can  kill  innocent  people  and  destroy  mighty 
jildings.  But  as  they  are  about  to  discover,  they  can't  destroy 
rr  spirit.  By  doing  what  they  did  in  New  York  and  Washington, 
C,  they  have  aroused  our  righteous 
tger,  and  they  will  regret  doing  so.  We 
feated  Nazism.  We  defeated  Commu- 
sm.  We  shall  do  the  same  to  organized 
rrorism  however  difficult  it  proves  to 
nquish  and  however  long  it  takes. 

For  a  quarter  of  a  century  or  more, 
e  Western  response  to  terrorism  has 
en  extraordinarily  restrained.  But 
en  when  forceful  countermeasures 
pre  taken,  many  in  the  West  criti- 
ied  them  as  inappropriately  severe, 
ok  at  how  most  Western  leaders 
cted  to  Ronald  Reagan's  sending  a 
ndful  of  U.S.  aircraft  to  conduct 
)unitive  raid  against  Libya  in  1986. 
Too  often  we  have  either  averted 
r  eyes  (after  obligatory  verbiage  ex- 
?ssing  pro  forma  outrage)  or  focused 
finding  the  specific  perpetrators.  In- 
ad,  we  should  have  punished  the  na- 
ns that  have  actively  succored  terror- 


President  Bush  thanks  and  rallies  rescue  work- 
ers in  New  York  City,  as  he  girds  the  country  for 
the  tough  war  ahead. 


ist  groups  or  let  them  train  and  operate  within  their  borders. 

Now,  thankfully,  we  will  actively,  resolutely,  persistently 
wage  war  against  state-sponsored  and  state-tolerated  terror- 
ism. No  more  occasional  punitive  raids.  We  must — and 
will — actively  seek  out  terrorist  leaders  and  cells  around  the 
world.  If  a  state  such  as  Iran,  Syria  or  Sudan  harbors  terrorists, 
it  will  soon  learn  that  we  will  regard  this  as  an  act  of  war. 

We  have  finally  realized  we  must  reform  our  intelligence 
services  so  that  we  get  real-time  information  and  can  respond 
,  accordingly.  One  piece  of  idiocy,  en- 
acted by  the  Clinton  Administration  in 
1995,  prohibits  the  CIA  from  recruit- 
ing spies  from  within  terrorist  organi- 
zations. Imagine  how  effective  the  FBI 
and  other  federal  authorities  would  be 
in  combating  organized  crime  if  they 
were  forbidden  to  try  turning  Mafia 
members  into  informers. 

Our  Mideast  policy,  which  raised 
expectations  that  Israel  would  effec- 
tively give  up  its  struggle  for  existence, 
is  now  clearly  an  abject  failure. 

As  the  shock  wears  off,  we  will 
gird  ourselves  for  a  hard  fight  against 
those  who  violently  hate  everything 
we  stand  for.  These  enemies  will, 
from  time  to  time,  perpetrate  horrific 
outrages.  But  we  will  have  them  on 
the  run. 

Ultimately,  the  forces  of  good  will 
triumph  over  evil,  as  they  have  before. 


AMERICA  WILL  COME  BACK 


Men  before  the  terrorist  horrors,  the  American 

i  d  global  economies  were  in  trouble.  In  addition  to  waging 
liustained,  forceful  war  against  international  terrorism, 
jlshington  must  take  three  steps  to  get  our  economy,  and 
n  world's,  back  on  its  feet. 

,j  J  The  Federal  Reserve  and  other  central  banks  have  been 
jimping  liquidity  into  the  economy  to  avoid  financial  panic. 
|  ese  efforts  should  be  continued.  And  they  should  not  be 
d|ted  when  the  Fed  and  other  central  banks  conclude  the 
[mediate  crisis  is  past. 

31  The  world  has  been  on  an  economy-choking,  deflationary 


descent  for  some  three  years,  the  critical  reason  we  are  having 
the  first  global  recession  in  nearly  three  decades.  We  are  suf- 
fering the  financial  equivalent  of  dehydration.  If  the  Fed  does 
its  job  right,  you  will  see  gold  reach  $300  to  $325  an  ounce. 
Such  a  reliquidity  would  do  wonders  in  reviving  financial 
markets  and  economic  activity.  The  Bank  of  Japan,  which  has 
been  more  constricting  even  longer,  should  do  the  same. 

Washington  should  pass  a  serious  tax  cut.  The  rate  reduc- 
tions enacted  this  summer  and  phased  in  over  Lord  knows 
how  many  years  should  be  made  effective  now.  The  capital 
gains  levy  should  be  cut  five  to  ten  points.  The  alternative 
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minimum  tax  should  be  eliminated.  The 
current  phaseouts  (as  incomes  go  up)  of  de- 
ductions and  credits  should  be  consigned  to 
the  garbage  heap  of  tax  history.  Deprecia- 
tion schedules  should  be  liberalized.  The 
moratorium  on  special  Internet  taxes  should 
be  extended.  And  if  it  will  make  the  Demo- 
crats happy,  then,  indeed,  enact  another  re- 
bate, but  make  it  $600  to  $900  per  person, 
instead  of  $300.  And  get  the  checks  out  be- 
fore Thanksgiving,  in  time  to  boost  what 


Greenspan  must  continue  pouring 
money  into  the  hurting  economy. 


promises  to  be  a  bleak  Christmas  season 
Finally,  the  Bush  Administration  shoi 
forcefully  halt  the  depredations  of  the  Int 
national  Monetary  Fund,  which  still  for 
countries  to  devalue  their  currencies 
thereby  unleashing  inflation  and  destroyi 
capital — and  to  raise  taxes,  driving  eco 
omies  deeper  into  the  ground. 

If  Washington  moves  on  these  thi 
fronts,  the  American  people  will  quickly 
things  humming  again. 


WHY  THE  LIST 


THIS  ISSUE  VIVIDLY  ILLUSTRATES  ONE  OF  AMERICA'S  BASIC 
strengths:  the  extraordinary  dynamism  and  creativity  of  our 
free  enterprise  system,  a  system  that  prizes  and  encourages 
people  who,  in  Abraham  Lincoln's  words,  try  to  improve 
their  lot  in  life.  Energy,  mobility,  change  are  the  constants. 
Look  at  how  much  this  list  changes  each  year.  Today's  suc- 
cess is  no  guarantee  of  success  tomorrow. 

The  FORBES  400  demonstrates  that  the  the  real  wealth 
of  our  nation  is  not  physical — jewelry,  gold,  large  cash 
accounts,  lots  of  land — but  metaphysical,  what  stems  from 
the  human  mind — creativity,  imagination,  innovation, 
inventiveness.  It  is  character — a  stick-to-itiveness  and  a  will- 
ingness to  take  risks,  to  take  leaps  into  the 
unknown.  The  freedom  to  turn  thoughts, 
hunches,  insights  and  dreams  into  realities 
not  only  makes  America  rich  but  also  keeps  it 
perpetually  on  the  move,  open  to  new  things 
and  to  new  ways  of  doing  things. 

None  of  us  really  relishes  the  oft-disruptive 
nature  of  democratic  capitalism.  Few  black- 
smiths welcomed  the  advent  of  the  automo- 
bile. But  as  a  society  we  have  been  remarkably 
open  and  accepting  of  change,  recognizing 
that  ultimately  we  all  benefit  from  it  through  a 
better  standard  of  living  and  a  better  chance  to 
move  ahead.  The  tractor  and  other  technolog- 
ical advances  sharply  reduced  the  number  of 
people  needed  as  farmers.  Former  farm  laborers,  though, 
earned  substantially  more  working  on  Henry  Ford's  moving 
assembly  lines  in  Detroit  than  they  did  tilling  fields. 

Some  people  look  upon  this  list  only  voyeuristically — 
who's  got  how  much,  who's  up,  who's  out.  They  miss  the 
fundamental  and  infinitely  more  exciting  factor  of  the 
mobility,  turbulence  and  creativity  of  the  American  economy. 

.  The  essence  of  democratic  capitalism  is  not  greed  or 
rapaciousness,  human  emotions  that  have  been  with  us  since 
the  beginning.  It  is,  rather,  anticipating  and  meeting  the 
needs  and  wants  of  other  people.  You  may  want  to  do  well 
for  yourself,  but  you  and  your  firm  won't  succeed  unless  you 
offer  a  product  or  service  that  people  are  willing  to  buy.  One 
way  to  describe  it  is  "knowing  your  customer." 


Democratic  capitalism  encourages  trust  and  cooperatk 
With  no  central  authority  guiding  us,  we  work  to  produce  goc 
and  services  that  continually  make  our  lives  materially  beti 
The  system  takes  personal  ambition  and  channels  it  in  ways  t] 
can  benefit  us  all  from  its  fulfillment.  We  have  demonstrated 
no  other  economy  has,  that  life  need  not  be  a  zero-sum  gar 
that  one  person's  gain  is  not  necessarily  another  person's  los; 

High  tech  is  in  its  infancy.  The  temporary  slump  is  just  fi 
After  all,  we  have  had  some  300  serious  auto  manufactur 
over  the  past  century  in  America.  The  fact  that  99%  no  Ion; 
exist  does  not  mean  there  is  a  shortage  of  cars,  vans  or  SUV 
Some  critics  carp  that  a  third  of  our  listees  inheril 
wealth.  So  what?  But  what  they  do  with  it 
hance  it,  diminish  it,  give  it  away — is  intrigui 
The  fact  that  democratic  capitalism  has 
serving  others  as  an  integral  function  und 
scores  America's  philanthropy.  Many  peo 
still  think  that  commerce  and  charity  ; 
at  opposite  poles.  They  are  actually  two  si< 
of  the  same  coin — the  coin  of  serving  oth< 
It  is  no  coincidence  that  this  most  commen 
of  nations  is  also  the  most  philanthrop 
John  D.  Rockefeller  created  mighty  Stand; 
Oil.  He  also  gave  us  the  University  of  Chia 
and  Rockefeller  University,  and  his  desa 
dants  helped  create  Colonial  Williamsbi 
and  fund  our  national  parks. 
Democratic  capitalism  is  the  most  inclusive  system 
history.  Anyone  can  become  part  of  it.  Look  at  Asia.  Onl 
few  decades  ago,  incredibly,  some  "experts"  said  Japan  woi 
forever  be  a  poor,  underdeveloped,  mostly  agricultu 
nation.  Experts  also  opined  that  Asians  didn't  have  the  "ri; 
cultural  heritage"  to  build  fast-growing,  advanced  ecc 
omies.  Dozens  of  years  ago  Hong  Kong  was  one  of  1 
poorest  pieces  of  real  estate  on  earth,  with  a  miserable  ] 
capita  income,  suffering  "overpopulation"  and  utterly  la 
ing  in  natural  resources  (it  even  has  to  import  water). 

Free  enterprise — grounded  in  strong  moral  values,  a 
must  be  if  it  is  to  survive — allows  the  most  unlikely  peo 
to  burst  the  bounds  of  the  present  with  breathtaking  bre. 
throughs  and  advances,  thereby  enriching  us  all. 
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Gets  how  to 


s  that  specialize  in  seamless  transitions. 
GOT  IT  DONE  for  Arnica  Insurance  by  building  a  fast,  efficient, 


Web-based  policy  administration  system  on  top  of  < 
database  svstem,  with  no  interruption  to  service. 


5-year-< 


KEVAN 


ERSON, 


ject  Executive,  Global  Services 


ETS  how  e-learning  can  translate  into  business  results. 

OT  IT  DONE  for  Herman  Miller  by  developing 

1  e-learning  solution  to  train  5000  furniture  salespeople, 

suiting  in  faster  time-to-market  and  higher  sales. 


SELIN  MANE,  Program  Manager,  IBM  Mindspan  Solutions 


OTHER  COMMENTS 


Then  join  hand  in  hand,  brave  Americans  all! 
By  uniting  we  stand,  by  dividing  we  fall. 

— JOHN  DICKINSON,  "The  Liberty  Song"  (1768) 


Stick  tO  Your  Guns  The  first  salvos  of  any  war  are 

seldom  the  most  destructive.  Consider  that  in  [the]  recent 
outrage  [in  New  York  and  Washington,  D.C.]  the  damage 
was  done  by  the  combined  explosive  power  of  three  crashed 
civilian  airliners.  As  the  initial  shock  wears  off  it  will  be  obvi- 
ous that  this  was  a  demonstration  shot  intended  to  extract 
political  concessions  and  surrender,  a  call  to  fix  our  attention 
on  the  prospect  of  a  nuclear  detonation  or  a  chemical  or 
biological  attack,  both  of  which  would  exceed  what  hap- 
pened by  several  orders  of  magnitude.  It  will  get  worse,  but 
appeasement  will  make  it  no  better.  That  we  have  promised 
retaliation  for  decades  and  then  always  drawn  back,  hoping 
that  we  could  get  through  if  we  simply  did  not  provoke  the 
enemy,  is  appeasement,  and  it  must  be  quite  clear  by  now 
even  to  those  who  perpetually  appease  that  appeasement 
simply  does  not  work.  Therefore,  what  must  be  done?  Above 
all,  we  must  make  no  promise  of  retaliation  that  is  not 
honored;  in  this  we  have  erred  too  many  times.  It  is  a  bipar- 
tisan failing  and  it  should  never  be  repeated. 

— MARK  HELPRIN, 
Wall  Street  Journal 

Survey  Says  I  sat  through  a  focus  group  about 
18  months  ago  on  [the  estate]  tax  issue,  with  construction 
workers  and  schoolteachers  and  real  Americans  with  real 
jobs.  I  was  shocked  to  see  the  results.  The  first  question  was, 
"Do  you  think  we  should  get  rid  of  the  death  tax?"  Two-thirds 
said  we  should.  Mind  you,  not  a  single  person  in  that  room 
would  have  been  personally  affected  by  the  death  tax.  Then 
we  asked  why  they  supported  getting  rid  of  it.  The  people 
said,  "Because  the  money  has  already  been  taxed."  People 


"I've  heard  it's  twt  the  knees  that  are  the  first  to  go.  It's  the  money.' 


understood  that.  They  said,  "I  don't  care  if  the  guy  has  a  billion 
dollars.  Number  one,  he's  already  paid  taxes  on  this.  Number 
two,  it's  not  fair  for  the  IRS  to  dig  into  his  grave  and  take  his 
money."  These  people  all  believe  in  the  American  dream — 
that  at  some  point,  they  might  be  rich.  And  they'll  be  damned 
if,  when  their  ship  comes  in,  the  government  grabs  half  of  it. 
Americans  don't  hate  Britney  Spears,  Bill  Gates  and  Michael 
Dell.  They  respect  people  who  are  wealth  creators.  As  one  guy, 
said  in  this  meeting,  "I  was  never  hired  by  a  poor  person." 

—STEPHEN  MOORE) 
Club  for  Growth,  Limbaugh  Lettet 

An  Open  Secret  Those  who  won  our  independence 
believed  that  the  final  end  of  the  State  was  to  make  men  free 
to  develop  their  faculties;  and  that  in  its  government  the 
deliberative  forces  should  prevail  over  the  arbitrary.  The) 
valued  liberty  both  as  an  end  and  as  a  means.  They  believec 
liberty  to  be  the  secret  of  happiness  and  courage  to  be  th« 
secret  of  liberty. 

—LOUIS  DEMBITZ  BRANDEIS 
U.S.  Supreme  Court  Justics 

Ahead  of  His  Time  Al  Gross  was  reluctant  to  call 
himself  an  inventor.  Making  new  things  was  fun,  he  said.  Shar 
ing  them  was  even  better.  All  Mr.  Gross'  discoveries  flowec 
from  the  need,  as  he  saw  it,  for  easy  communication.  Mr.  Grosi 
believed  that  his  pager,  a  device  to  alert  the  wearer  with  a  mes 
sage,  would  be  seen  as  a  boon  by  doctors  who  happened  to  b« 
away  from  their  surgeries.  But  the  doctors  Mr.  Gross  showed  i 
to  apparendy  did  not  want  to  be  disturbed  while  off  duty.  On 
said  the  beeping  would  put  him  off  his  golf  stroke.  Today  sorm 
300  million  are  in  use,  but  by  the  time  the  pager  was  in  de 
mand  as  a  useful  tool  Mr.  Gross'  patents  had  expired.  Other 
were  to  open  up  the  market  for  the  new  toys  of  civilized  living 
Like  many  other  pioneers,  it  was  Al  Gross's  fate  to  be  aheat 
of  his  time.  But  what,  he  said,  was  it  better  to  be  remembere< 
for,  a  lot  of  money,  or  a  rather  interesting  innovation? 

— obituary  for  Al  Gros: 
pioneer  of  the  walkie-talkie  and  the  pagei 

The  Economis 

Take  Heart  Let  us  have  faith  that  right  makes  mighi 
and  in  that  faith  let  us  to  the  end  dare  to  do  our  duty  as  w 
understand  it. 

—ABRAHAM  LINCOLN  I 
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For  photographer  David  Doubilet, 
one  thing  is  more  precious  than  light. 

Time. 


vas 


der  water,  time  limits  are  not  negotiable,  and  a  diver  is  dependent  on  the  accuracy  of  the  information  provided 
:his  timepiece.  That's  why  Doubilet  won't  stick  a  toe  in  the  water  without  his  Rolex  Oyster  Perpetual  timepiece. 
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Rolex  Oyster  Perpetual  Submariner  in  stainless  steel  and  18kt  gold. 
Officially  Certified  Swiss  Chronometer.  For  the  name  and  location  of  an  Official  Rolex  Jeweler  near 
you,  please  call  1-800-36ROLEX.  Rolex,     Oyster  Perpetual  and  Submariner  are  trademarks. 
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COMMENTARY 


On  Events  at  Home  and  Abroad 

By  Paul  Johnson 


IS  THIS  THE  END  OF  THE  LIBERAL  AGE? 


HE  20TH  CENTURY  WAS  THE  GOLDEN  AGE  OF  LIBERALISM, 
ould  it  be  that  we  are  now  about  to  enter  a  quite  different 
limate  of  opinion  in  which  security  of  life  and  property  will 
e  given  absolute  precedence  over  pity  in  the  framing  and 
xecution  of  law?  And  will  the  vanished  Twin  Towers  of  New 
brk  be  seen  by  future  historians  as  the  symbols  of  the  mo- 
ent  when  the  world  mood  began  to  change? 
One  of  the  chief  beneficiaries  of  20th-century  liberalism  were 
errorist  leaders.  It  presented  political  murderers — often  mass 
urderers — as  in  some  way  less  "guilty"  than  any  other  kind,  to 
e  forgiven  and  negotiated  with,  eventually  surrendered  to  and 
ven  honored.  While  their  victims  were  forgotten,  their  victims' 
amilies  often  destitute,  the  terrorists  ascended  to  high  office. 

Israel's  Menachem  Begin,  head  of  the  terrorist  gang  Irgun, 
'ved  to  be  prime  minister  for  many  years.  He  blew  up  the  King 
avid  Hotel  in  Jerusalem,  killing  scores  of  innocents.  But  when, 
t  the  first  Conference  on  International  Terrorism,  at  which  we 
ere  both  speakers,  I  asked  him  to  apologize,  he  flatly  refused. 
Jomo  Kenyatta,  head  of  the  ferocious  Mau  Mau,  became, 
due  course,  president  of  Kenya  and  died  in  office,  revered 
nd  sanctified.  Archbishop  Makarios  of  Cyprus,  who 
lirected  the  bloodthirsty  Eoka,  likewise  became  president, 
often  saw  him  at  international  gatherings,  radiating  sancti- 
nonious  pseudo-benevolence. 

The  list  of  former  terrorists  treated  as  statesmen  is  a  long 
me,  stretching  from  Eamon  de  Valera  of  Ireland,  who  survived 
o  dominate  Irish  politics  for  an  entire  generation,  to  President 
4ugabe  of  Zimbabwe,  who  now,  as  head  of  state,  exercises  ter- 
orism  against  persecuted  whites.  He  was  recently  given  a  grov- 
ling  red-carpet  reception  in  Paris  by  the  French  government. 

At  any  meeting  of  the  U.N.  General  Assembly,  it  is  possible 
o  spot  numerous  former  terrorists,  now  leading  delegations.  I 
alculate  that,  in  each  case,  20th-century  liberalism  took  an 
verage  of  a  decade  to  wash  the  blood  off  the  hands  of  a  political 
urderer  and  clothe  him  in  the  respectable  garments  of  office. 

In  liberal  societies  few  terrorists  have  been  executed  for  their 
imes.  They  may  be  given  long  prison  sentences,  but  they  rarely 
rve  them,  being  released  at  some  early  date  as  part  of  a  "politi- 
setdement."  The  terrorists  know  this,  so  the  threat  of  prison  is 
o  deterrent.  In  the  U.K.  scores  of  convicted  IRA  murderers  have 
een  released.  Some  have  recendy  been  given  top  government 
obs  and  even — a  supreme  irony — police  protection  against  the 


families  of  the  men,  women  and  children  they  slaughtered. 

But  this  is  the  last  gasp  of  20th-century  liberalism,  I  sus- 
pect. We  are  entering  a  more  resolute  time.  Terrorists  caught 
red-handed  will  soon  receive  speedy  and  summary  capital 
punishment.  That  was  the  way  it  was  in  the  past. 

When,  in  the  first  century  B.C.,  the  Mediterranean  was  ter- 
rorized by  pirates,  the  Roman  soldier-statesman  Pompey  made 
the  sea-lanes  safe  through  a  draconian  campaign  of  justice, 
which  took  the  lives  of  thousands  of  malefactors.  For  more  than 
two  centuries  the  Royal  Navy  fought  piracy  in  the  five  oceans 
by  hanging  all  those  caught  on  ships  the  law  had  designated  as 
pirate  ships.  There  is  still  a  grim  place  in  London  called  Execu- 
tion Dock,  where  the  bodies  were  hung  in  chains  for  all  to  see. 

Turning  the  Tide 

Recent  events  have  brought  home  to  governments  and  public 
alike  the  colossal  toll  terrorism  can  now  take — and  its  even 
greater  potential  once  fanatics  possess  or,  worse,  learn  to  make 
nuclear  weapons.  Terrorism  is  no  longer  someone  else's  prob- 
lem, it  is  everyone's,  especially  since  terrorists  increasingly  coop- 
erate across  the  globe.  In  fact,  the  IRA  has  been  detected  training 
the  peculiarly  savage  gangs  that  are  destroying  Colombia. 

Liberalism,  based  essentially  on  concession  to  "legitimate 
grievances,"  is  no  answer.  Indeed  it  feeds  and  spreads  the 
problem.  The  new  response  will  be  characterized  by  such 
terms  as  ceaseless  vigilance,  overwhelming  retaliation,  the 
remorseless  pursuit  and  irrevocable  punishment  of  the 
wicked — and  all  who  condone  and  help  them — and,  above 
all,  by  absolute  distinctions  between  good  and  evil,  which 
have  become  hopelessly  blurred  in  this  liberal  age. 

I  suspect  it  will  prove  impossible  to  confine  this  change  of 
response  to  terrorism  alone.  On  the  contrary,  it  will  gradu- 
ally spread  to  all  aspects  of  life,  just  as  liberalism  did  in  its 
day— to  civil  crime  and  punishment,  sexual  behavior,  social 
conduct  of  every  kind  and  such  matters  as  marriage  and 
divorce,  illegitimacy  and  abortion,  welfare  and  education, 
parents  and  children,  duties  and  responsibilities  (rather  than 
rights),  race  and  gender  and — not  least — patriotism. 

All  the  complaints  about  the  evils  of  excessive  liberalism 
will  come  together,  and  those  who  wish  to  put  the  clock  back — 
and  there  are  coundess  millions — will  be  encouraged.  We  may 
be  entering  an  age  of  reaction.  But  we  must  not  call  it  that.  F 


pV ^rll^C    Pau'  Johnson,  eminent  British  historian  and  author;  Lee  Kuan  Yew,  senior  minister  of  Singapore;  and  Ernesto  Zedillo,  former  president  of  Mexico, 


in  addition  to  Forbes  Chairman  Caspar  W.  Weinberger,  are  now  periodically  writing  this  column.  To  see  past  Commentary  columns,  visit  our  Web 
site  at  www.forbes.com/commentary. 
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HOW  TO  RESPOND 


:an  we  talk  about  wealth,  THIS  BEING  THE  FORBES  400 
;sue?  My  verdict:  Wealth  is  good.  Were  I  on  the  400  list,  I'd 
/ant  to  fly  to  London  and  buy  an  elephant  rifle  from  Hol- 
ind  &  Holland.  A  more  splendid  big-game  shooter  is  not 
lade.  These  normally  take  two  years  to  craft,  including  three 
r  four  visits  to  London  for  fittings,  and  will  cost  you  about 
130,000  apiece.  The  4:1  scope  is  extra.  But  with  added 
ORBES  400  vigorish— say  another  $100,000— I'd  bet  those 
I&H  boys  could  pop  one  out  in  six  weeks.  That  would  be 
andy  with  me.  I'd  need  some  time  anyway  to  plan  out  the 
etails  of  my  shooting  holiday  in  Afghanistan. 

>reate,  Build,  Lift  Up 

f  you  are  one  of  those  who  thinks  eternal  bliss  is  assured  by 
riving  a  planeload  of  fathers,  mothers  and  children  into  a 
uilding  at  near-sonic  speed,  let's  face  it,  you  are  outside  the 
ates  of  humanity.  The  world  left  you  behind  in  A.D.  960,  or 
hereabouts.  Now,  it's  the  height  of  political  incorrectness  to 
ay  that  some  tribes  of  people  are  advanced  and  others,  not. 
ut  can  we  abandon  the  PC  muzzle  for  now — just  for  now?  I 
on't  mind  saying  these  things  because  they're  true,  and  they 
ave  nothing  to  do  with  race  or  IQ.  The  problem  is  societal. 

One  can  imagine  the  management  pickle  for  those  who 
;ad  a  tribe  of  backward  souls  who  have  lost  a  thousand  years 
f  progress.  What  do  you  do?  What  business  bestseller  on 
;adership  do  you  read?  Your  options  are  very  narrow.  You 
an't  mobilize  such  poor  folk  to  make  looms,  let  alone  cars, 
:t  alone  computers. 

We  know  what  some  leaders  do.  They  tell  their  people 
lat  rational  thought  and  inquiry  and  human  advancement 
re  the  work  of  Satan.  In  the  late  Dark  Ages  the  same  line  of 
linking  existed.  Windmills  were  very  controversial.  Their 
ppearance  in  Northern  Europe  coincided  with  the  new  mil- 
mnium — A.D.  1000 — and  foreshadowed  the  debates  to 
ome  about  thought,  science  and  progress.  "Still,  it  moves," 
lid  Galileo,  referring  to  the  earth's  rotation  around  the  sun, 
s  he  was  imprisoned  in  1633  by  authorities  who'd  amassed 
ower  by,  essentially,  blocking  people  from  reason. 

There  are  short-run  and  long-run  answers  to  these  at- 
icks  on  civilization.  The  short-run  answer  is  to  summon 
ivilization's  will  to  obliterate  the  perps  and  sear  enough 
ain  into  their  supporting  nations'  memories  so  those  na- 
ons  won't  aid  or  abet  the  perps  again.  Ever.  But  the  long- 
n  answer  is  to  reach  out  to  these  poor  folk  who  pledge 
eir  allegiance  to  the  perps.  Never  has  there  been  a  more 
essing  time  to  cast  wide  the  seeds  of  democratic  capitalism 


and  lead  the  poor  and  backward  into  the  light. 

We  can  do  it.  Let's  all  pledge  to  practice  democracy  and 
capitalism  with  a  new  level  of  inspiration,  courage,  confi- 
dence and  hard  work.  Let's  do  it  with  joy,  and  let  the  world 
see  our  smiles.  Ours  is  the  system  that  creates,  builds  and  lifts 
up.  On  this  point,  be  absolutely  confident:  Democratic  capi- 
talism is  the  most  moral  system  the  world  has  seen  or  will 
see.  But  it  is  not  perfect — and  can  never  be — and  that  is  the 
crack  that  villains  from  Stalin  to  Bin  Laden  have  exploited. 
We  must  be  quick  to  repair  our  own  cracks  first,  with  kind- 
ness and  inclusion  when  we  fall  short,  as  we  will. 

How  will  this  attack  change  America?  Let's  pray  we  don't 
accommodate  it  too  much.  I'll  tell  you  how  it  will  change  me. 
I'm  going  to  become  more  militant  than  ever  about  man's  ab- 
solute right  to  practice  freedom  and  capitalism  and  human 
advancement.  The  grim  flipside  is  that  I  will  use  this  page — 
for  as  long  as  Steve  lets  me  have  it — to  tarnish  anyone  who 
stands  in  the  way  of  these  good  things  or  who  blackens  free- 
dom's name  in  a  way  that  causes  a  Sudanese  peasant  to  think 
his  leaders  are,  after  all,  correct  about  freedom's  evils. 

I  may  be  talking  about  you.  Mistreat  your  employees  or  ran- 
sack their  pensions  with  Ponzi  schemes  and  I'll  rip  you  a  new 
one.  Push  porn  or  knowingly  sell  defective  products  and  I'll 
punch  you  in  the  nose.  Give  freedom  and  capitalism  a  black  eye 
and  I'll  blacken  both  of  yours.  I  will  never  wink  at  you  again.  You, 
too,  are  an  enemy  of  the  civilized  world. 

Stop  Funding  Sickness 

Write  Bill  Gates  (billg@microsoft.com)  and  tell  him  to  yank 
Microsoft's  funding  of  its  opinion  journal,  Slate.com.  Just 
hours  after  the  bombings,  Slate  columnist  John  Lahr  (also  a 
theater  critic  for  the  New  Yorker)  mused  about  a  Wag  the  Dog 
scenario.  Lahr  admits  his  first  thought  (later  set  aside)  was 
that  President  Bush  planned  the  bombings  of  the  World 
Trade  Center  and  the  Pentagon  as  a  way  to  win  support  for 
his  missile  defense  plan.  Planned  the  bombings! 

With  a  wink  to  Oliver  Stone,  Lahr  writes:  "We  still  don't 
really  know  who  killed  Kennedy  or  Martin  Luther  King;  it 
took  us  a  long  time  to  find  out  the  hidden  agenda  to  the 
Cuban  Missile  Crisis  and  the  Gulf  of  Tonkin  'incident.'" 

Slate  editor  Michael  Kinsley  is  a  decent  guy.  But  he  should 
offer  his  resignation  to  Gates,  and  Gates  should  accept  it.  And 
pull  Slate's  funding.  We  believe  in  free  speech.  So  set 
Slate.com  free,  Bill.  F 


T^rM"l"M*C  I  ^°  see  past  D'6'tal  Ru'es  columns'  vis'*  our  Web  site  at 
I  www.forbes.com/karlgaard. 
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MINOLTA 


The  essentiols  of  imaging 


As  he  looked  out  over  the  perfectly  manicured  grass  of  the  driving  range  at  Augusta  National,  perhaps  Sam  Snead  wasn't  really  there. 
Perhaps,  in  his  mind,  he  was  a  kid  again,  sneaking  in  a  quick  three  on  an  overgrown  course  so  steep  it  was  nicknamed  "The  Goat  Course." 
Either  way,  he  was  swinging  like  he  was  z  kid. 

At  8:35  A.M.  on  Tuesday,  April  3,  2001 ;  Sarn  Snead  stepped  onto  the  range  to  hit  a  few  balls  and  to  say  a  few  hellos.  He  ended  up 
putting  on  a  swing  clinic.  Very  few  golfers  swing  sweet  enough  to  make  people  stop  and  take  notice.  Only  one  can  still  do  it  at  the  age  of  89. 
As  Sam  took  his  place  and  started  to  hit,  one  by  one..  Palmer,  Watson,  Faldo  and  every  other  pro  put  their  clubs  down  and 
gathered  around,  showing  their  respect  and  admiration  for  the  greatest  swing  in  golf  history. 

As  ball  after  ball  sailed  into  the  sky,  Sam  raised  his  head  and  watched  every  ball  find  a  home  in  that  great  green  expanse  of  grass. 
He  later  admitted  that  at  his  age  he  couldn't  see  exactly  where  they  landed.  But  he  didn't  need  to. 
"All  I  saw  was  green.  But  I  could  fee/  they  were  all  good." 

Which  color  tells  your  story?  Minolta's  new  printer/copier/scanners  can  help  you  tell  it  in  vibrant  and  affordable  color.  Minolta  delivers  the  color  of  success: 
high  quality,  continuous  coior  as  fast  as  20  pages  per  minute.  To  learn  more  about  the  new  CF1 501 , 2001  and  9001 ,  visit  www.minoltausa.com. 
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Robert  Johnson  made  himself  rich  by  building  BET  into  a  premiere 
medium  for  black  consumers.  Now  if  only  he  could  quiet  his  critics. 


BY  BRETT  PULLEY 

ROBERT  L.  JOHNSON  HAS 
traveled  the  classic  Amer- 
ican journey  from  mod- 
est origins  to  unimagin- 
able wealth.  The  ninth  of 
ten  children  in  a  work- 
ing-class family  in  small- 
town Illinois,  he  parlayed  a  $15,000 
loan  in  1979  into  Black  Entertainment 
Television,  one  of  the  cable  industry's 
richest  franchises. 

He  took  it  public  in  1 99 1 ,  took  it  pri- 
vate at  a  $1.3  billion  valuation  in  1998 — 
and  then  sold  it  to  Viacom  for  more  than 
double  that  earlier  this  year.  For  his  63% 
stake  Johnson  received  Viacom  stock  now 
worth  $1.3  billion.  The  deal  set  him  up  to 
build  BET,  now  in  almost  70  million 


homes,  into  the  premiere  medium  for 
reaching  the  U.S.'  35  million  African- 
American  consumers.  It  also  makes  him 
the  country's  first  black  billionaire,  earn- 
ing him  the  #1 72  slot  on  The  Forbes  400 
list  of  the  richest  Americans. 

But  for  all  his  success,  the  55-year- 
old  executive  is  resented,  even  reviled, 
by  some  leading  voices  among  the  very 
audience  he  built  his  fortune  catering 
to — black  America.  He  has  been  de- 
nounced as  a  sellout  for  striking  the  Vi- 
acom deal.  Last  March,  when  he  fired 
low-rated  talk  show  host  Tavis  Smiley, 
protesters  blamed  the  move  on  the  new 
'white"  owners  at  Viacom.  They  dis- 
missed Johnson  as  "a  front  man"  and 
"the  2001  version  of  the  dude  who 
drove  Miss  Daisy  around." 


BET,  treasured  by  some  as  the  on 
channel  devoted  to  black  entertair 
ment,  is  trashed  by  others  for  a  lack  ■ 
social  conscience,  a  surfeit  of  off-col« 
comedy  and  a  predilection  for  mus 
videos  rife  with  flashy  cars,  abundai 
cleavage  and  gyrating  derrieres.  1 
many  black  Americans,  BET  is  like  i 
ill-mannered  relative — dearly  love 
but  a  little  embarrassing. 

"The  problem  is  how  BET  represen 
black  people,"  says  Tom  Joyner,  a  n 
tionally  syndicated  radio  host  who  h 
been  pressing  Viacom  to  improve  tl 
programming.  "They've  been  runnii 
the  same  old  stuff  for  20  years.  Shakii 
that  booty  in  a  video  is  fine,  but  yc 
need  a  lot  more  than  that." 

Is  this  all  the  love  and  admiratic 
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that  Bob  Johnson  deserves?  He  bristles 
at  the  criticism  and  calls  it  misplaced. 
Johnson  is  a  pawn  for  no  one.  His  1.6% 
stake  in  Viacom  makes  him  the  second- 
largest  individual  shareholder  in  the 
media  titan,  trailing  only  Chairman 
Sumner  Redstone.  "I  make  too  much 
money  to  be  a  front  man,"  he  says  icily. 

Johnson  insists  BET  has  done  plenty 
to  improve  the  lot  of  black  Ameri- 
cans— and  says  that  isn't  his  job,  any- 
way. His  mission  is  to  build  a  profitable 
business  and  run  it  at  maximum  veloc- 
ity. That  entails  giving  viewers  what 
they  want  and  doing  it  as  cheaply  as 
possible.  If  blacks  can  benefit  along  the 
way,  so  much  the  better,  but  that  is  a  by- 
product. "We  are  the  only  black  net- 
work in  town,  so  everybody  has  poured 
their  burdens  and  obligations  on  BET," 
Johnson  says,  "but  we  can't  solve  every- 
body's desires  for  BET.  We  have  to  be 
focused  on  running  this  as  a  profit 
maximization  business." 

And  focus  he  does.  With  55%  of  BET's 
lineup  coming  from  free  music  videos 
supplied  by  the  record  labels,  the  channel 
musters  pretax  profit  margins  of  40%,  far 
higher  than  for  most  cable  channels.  BET's 
operating  profit  before  interest,  deprecia- 
tion and  amortization  is  expected  to  grow 
20%  this  year  to  $115  million.  And  de- 
spite the  current  depression  in  ad  spend- 
ing, BET's  ad  sales,  which  provide  55%  of 
this  year's  estimated  revenue  of  $275  mil- 
lion, are  up  18%  this  year. 

Since  Viacom  closed  the  BET  deal  in 
January  of  this  year,  BET  has  added  2.5 
million  new  subscribers,  and  ratings  are 
up  23%  over  a  year  ago  among  its  core 
audience  of  18-to-34-year-old  blacks. 
For  the  month  of  June  BET  had  the 
highest  ratings  in  its  history,  drawing 
an  average  of  almost  400,000  homes. 

Johnson  says  that  track  record  should 
begin  to  silence  the  sniping.  His  plaint 


raises  a  touchy  issue  for  all  companies  at 
a  time  when  they  are  more  preoccupied 
with  the  bottom  line  than  at  any  other 
time  in  the  past  20  or  30  years.  At  what 
point — if  any — should  a  corporation's 
raison  d'etre  go  beyond  creating  value  for 
shareholders  and  entail  making  the  world 
a  better  place  to  live?  Minority-run  com- 
panies face  harsher  scrutiny  on  this  score. 
It  irks  Johnson  that  compliments  are 
heaped  on  Viacom's  MTV,  which  simi- 
larly thrives  on  a  steady  diet  of  pernicious 


"If  people  would  just  judge  BET  for  what 
it  is,  instead  of  what  they'd  like  it  to  be." 


programming;  no  one  expects  MTI 
Chairman  Thomas  Freston,  who  is  whit| 
to  be  a  role  model  for  his  race. 

"If  people  would  just  judge  BET  fol 
what  it  is,  instead  of  what  they'd  like 
to  be,"  Johnson  says  wistfully.  "But  nc| 
body  will  sing  our  praises." 

His  odyssey  to  wealth  began  I 
1979.  Johnson  had  graduated  from  til 
University  of  Illinois  and  received 
master's  from  Princeton — he  was 
only  one  in  his  family  to  graduate  fro  | 
college.  He  was  working  in  Washingtc 
as  a  lobbyist  for  the  cable  industi 
when  he  met  John  C.  Malone,  the 
chief  executive  of  Tele-Communic 
tions,  Inc.  Cable  was  spreading  arour 
the  country  and  Johnson's  idea  for  Bl 
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was  a  perfect  fit  for  Malone,  who  was 
competing  for  contracts  in  cities  with 
large  black  populations. 

Johnson  borrowed  $15,000  in  seed 
money.  TCI  invested  $500,000  for  a  35% 
stake  and  never  sold  it,  transferring 
ownership  later  to  its  sister  unit,  Liberty 
Media,  which  Malone  still  controls. 
When  Johnson  sold  BET  to  Viacom, 
that  stake  brought  Liberty  $800  million 
in  Viacom  stock.  That  amounts  to  an 
average  annual  compound  return  of 
42%  on  the  original  investment. 

Early  on,  BET  ran  a  mix  of  old 
movies,  gospel,  black  college  sports,  in- 
fomercials  and  a  few  music  videos.  But 
Johnson  soon  recognized  that  MTV, 
which  started  a  year  after  BET,  was  find- 
ing fast  success  by  focusing  on  pop  and 


Viewers  began  to  regard  BET  as  the 
very  own  property. 

"Everywhere  we  went,  that  feelir) 
was  conveyed.  The  outside  world  sa 
us  as  holding  an  heirloom  for  them 
says  Jefferi  Lee,  who  joined  the  netwoi 
in  1982  as  operations  manager  and  ro; 
to  executive  vice  president.  He  qui 
rich,  in  1999. 

As  urban  markets  wired  up  for  cabl 
BET  exploded.  From  1990  to  1998 
added  about  4  million  subscribers  a  ye^ 
twice  the  number  that  Johnson  had  bee 
predicting.  BET's  1991  initial  public  o 
fering  brought  unprecedented  nation 
attention,  as  it  became  the  first  blacl 
owned  company  to  trade  on  the  NYSE 

History  was  also  being  made  insic 
the  company.  A  whole  generation  » 


"The  criticism  comes,  and  it's  usually 
addressed  to  Bob  personally." 


rock  music — and  it  ignored  black  acts 
entirely.  This  left  the  door  open  for  BET 
to  carry  rhythm  and  blues,  soul  and  the 
then-fledgling  genre  of  rap. 

To  sign  up  cable  operators  and  un- 
dercut the  perception  that  the  new 
channel  would  appeal  only  to  blacks, 
Johnson  shed  the  original  name — 
Black  Entertainment  Television — call- 
ing it  simply  BET.  Still,  to  build  audi- 
ence loyalty  Johnson  emphasized  that 
this  was  a  channel  for  black  people,  op- 
erated by  black  people.  BET's  salespeo- 
ple visited  black  civic  and  social  organi- 
zations across  the  country,  urging 
community  leaders  to  lobby  their  cable 
operators  to  carry  the  channel. 

As  cable  operators  obliged,  the  new 
channel  generated  enormous  excite- 
ment in  black  America  just  as  hip-hop 
culture,  with  its  swaggering  multimil- 
lionaire entertainers  and  athletes,  was 
emerging.  BET  became  the  center  stage 
where  black  America  could  witness  this 
profound  cultural  shift  on  a  daily  basis. 


black  executives,  producers  and  on-a 
talent  held  jobs  that  blacks  had  nev 
filled  elsewhere.  "When  I  first  walk« 
into  BET  I  saw  a  sea  of  black  peop 
doing  the  same  jobs  that  I  had  alwa 
seen  only  whites  doing  elsewhere,"  sa 
Curtis  Gadson,  BET's  head  of  entertaii 
ment  programming.  "I  was  almost 
tears.  The  playing  field  was  all  of  a  su< 
den  level."  (Today  96%  of  BET's  2< 
employees  are  black;  52%  of  manag 
ment  jobs  are  held  by  women.) 

Johnson's  relentless  focus  on  prof 
and  tapping  the  equity  markets  creati 
value  for  more  people  than  just  himse 
Several  BET  executives  became  insta 
millionaires  in  1998  when  Johnsc 
took  the  company  private  and  the 
stock  options  vested.  In  fact,  based  c 
Viacom's  purchase  price  of  $2.9  billic 
(including  assumed  debt),  Johnson  cr 
ated  an  average  of  $150  million  in  a 
ditional  value  each  year  at  BET.  It  w 
the  highest  price  tag  ever  placed  on  t! 
black  consumer  market. 
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Picking  stocks  means  learning  the  language  of  companies.  That's  what  Janus  does. 
By  turning  a  company's  financial  reports  into  plain  English.  Actually  going  out  and 
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Introducing  Janus  Global  Value  Fund 

Janus  Global  Value  Fund  seeks  long-term  growth  of  capital  by  investing  in  companies  of  any  size,  anywhere  in  the 
world,  which  Janus  finds  reason  to  believe  are  undervalued  relative  to  their  intrinsic  value.  Launch  date:  6/29/01. 


Investment  return  and  principal  value  will  fluctuate  and  Fund  shares,  when  redeemed,  mav  be  worth  more  or  less  than  their  original 
cost.  This  Fund  is  designed  for  long-term  investorswho  can  accept  the  special  risks  associated  with  value  imeling,  having  significant 
exposure  to  foreign  markets  (which  includes  risks  such  as  currency  fluctuations  and  political  uncertainty),  non -diversification, 
non-investment  grade  debt  securities,  initial  public  offerings  or  companies  with  relatively  small  market  capitalizations.  Please  see 
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talking  to  their  employees.  Their  suppliers.  Their  customers.  Janus  becomes  fluent 
in  the  ins  and  outs  of  a  company's  business  before  your  money  goes  into  their  stock. 
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Says  Keith  Clinkscales,  a  partner  of 
Johnson's  in  Vanguarde  Media,  a  maga- 
zine publisher:  "Bob  utilized  the  power 
of  black  culture  to  build  one  of  the 
greatest  entrepreneurial  distribu- 
tions systems  ever,  and  he  got  paid 
at  market  rates  for  it." 

It  has  allowed  Johnson  to 
amass  a  personal  fortune  that  in- 
cludes seven  hotels  recently  pur- 
chased from  Hilton  for  $95  mil- 
lion; restaurants  in  Washington, 
Maryland,  Las  Vegas  and  Orlando  (all 
but  the  Orlando  site  have  since  been 
sold);  and  a  minority  stake  in  Van- 
guarde. Johnson  had  planned  to  invest 
$200  million  to  build  an  airline  from 
assets  that  were  to  be  discarded  in  the 
proposed  merger  of  United  i^^^m 
Airlines  and  US  Airways, 
until  the  government  rejected 
the  merger.  Now  he  looks  to 
buy  more  hotels  and  acquire 
the  ultimate  rich  guy's  toy,  a  profes- 
sional sports  franchise. 

But  even  one  of  America's  richest 
people  is  subjected  to  the  same  daily 
slights  as  the  average  black  guy.  On 
Johnson's  163-acre  farm  in  Virginia's 
hunt  country,  where  he  lives  with  his 
wife  and  two  children,  a  neighbor  once 
mistook  him  for  a  stable  hand.  And  one 
day,  as  he  sat  behind  the  wheel  of  his 
Jaguar  outside  of  Washington's  Four 
Seasons  Hotel,  a  white  woman  jumped 
into  the  backseat,  assuming  he  was  her 
driver. 

As  Johnson  and  his  team  built  BET, 
the  naysayers  weighed  in.  Because  he 
didn't  produce  original  sitcoms  and 
dramas,  Johnson  was  accused  of  failing 
to  provide  a  platform  for  black  writers, 
actors  and  producers — as  if  that  were 
his  responsibility.  And  although  BET 
hosted  a  generation  of  young  comedi- 
ans on  its  cheesy  stand-up  showcase, 
Comic  View,  big-time  comics  like 
Richard  Pryor  and  Jay  Leno  ridiculed 
Johnson  for  paying  low  appearance 
fees.  Last  year,  when  the  movie  The 
Original  Kings  of  Comedy  was  released, 
director  Spike  Lee  quipped  that  he  did 


From  a  $15,000  Loan  to  a 
Billion  Cable  Franchise 

AUGUST  1979  Robert  L. 
Johnson  forms  Black  Enter- 
tainment Television,  funded  by 
a  $15,000  bank  loan  and 
$500,000  from  John  Malone's 
Tele-Communications,  Inc. 
JANUARY  1980  BET 
launches  in  3.8  million  homes. 
First  show:  the  1974  safari  movie,  Visit  to 
a  Chief's  Son. 
APRIL  1989  Moves  into 
a  new  $10  million  studio 
in  Washington,  D.C. 
Later  expands  site  into  a 
corporate  campus  with  an  office  tower. 
1990  Reach  grows  to  25  million  homes. 
1991  Debuts  YSB,  a  teen 
magazine.  Buys  control  of 
Emerge,  a  black  news- 
magazine, from  Time  Inc.  Both 
stop  publishing  a  few  years 
later,  replaced  by  new  titles. 
NOVEMBER  1991  Becomes  first  black 
owned  company  on  the  New  York 
Stock  Exchange.  Stock  opens  at 
$17  a  share. 

1993  Launches  direct-market- 
ing unit.  Buys  80%  of  Action,  a 
pay-per-view  channel. 

1994  Hits  40  million  homes. 
1996  Launches  a  jazz  channel 
and  a  service  overseas. 

JANUARY  1996  Airs  first  live  interview 
with  O.J.  Simpson  after  acquittal. 
JANUARY  1997  Opens  first  restaurant, 
BET  Soundstage,  in  Largo,  Md.  Three 
more  follow.  Launches  BET  clothing  line 
and  a  Visa  credit  card. 
1998  Buys  Arabesque  Books,  publisher 
of  black-themed  ro- 
mance novels,  turns 
books  into  low-budget 
movies.  Johnson  and 
Malone  take  BET  pri- 
vate at  $63  a  share,  or  $380  million. 
AUGUST  1999  Partners  with  News 
Corp.,  Microsoft  and  others  to  launch 
BET.com,  top-rated  black  Web  site. 
NOVEMBER  2000  Viacom  agrees  to 
buy  BET  for  $2.3  billion  in  stock  plus 
$570  million  in  debt. 
JUNE  2001  BET  reaches  66.5  million 
U.S.  homes  plus  2.1  million  in  Canada. 


not  seek  BET  backing  "because  w 
didn't  want  to  be  paid  in  sandwiches.' 

"The  criticism  comes,  and  it's  usi] 
ally  addressed  to  Bob  personally,  sayin 
'How  dare  you  run  a  profitable  bus! 
ness,'"  says  Johnson's  second-in-com 
mand,  Debra  Lee. 

Aware  that  John  Malone  owned 
piece  of  BET,  "People  would  say,  'Aren 
you  all  just  fronting  for  the  whit 
man?'"  Jefferi  Lee  says.  Malone  cori 
fined  his  role  to  behind-the-scenes  ac 
viser,  and  Johnson  was  only  to 
happy  to  make  use  of  Malone's  con 
nections.  When  Viacom's  Sumne 
Redstone  first  expressed  his  intere; 
in  BET,  the  first  call  he  placed  was  t 
Malone. 

As  BET's  profile  increased,  th 
scrutiny  intensified.  Trying  to  respon 
to  the  demand  for  better  fare,  Johnso 
spent  money  on  old  reruns  like  Bensor 
Amen,  and  227,  but  it  resulted  only  i 
more  carping.  "People  loved  thes 
shows  when  they  were  on  the  net 
works,"  Johnson  says,  but  once  the 
were  on  BET,  critics  dismissed  ther 
as  hackneyed  material.  Nick 
elodeon,  another  Viacom  propert 
"has  a  whole  network  of  these  ol 
shows,"  he  observes.  "When  they'r 
on  the  white  networks  they're  calle 
classics.  When  they're  on  BET,  they'r 
called  'tired  ol'  reruns.'" 

Eventually  it  became  de  rigueur  i 
some  black  circles  to  carp  at  BET.  Pec 
pie  still  joke  that  it  stands  for  Bad  En 
tertainment  Television,  and  a  youn 
black  syndicated  cartoonist,  Aaron  Mc 
Cruder,  lampoons  Johnson  and  BET  o 
a  regular  basis  in  his  daily  comic  stri| 
The  Boondocks. 

.  But  there  is  plenty  of  love  for  BE 
among  recording  artists.  At  the  cabl 
network's  inaugural  awards  show,  hel 
recently  in  Las  Vegas,  Beyonce  Knowle: 
lead  singer  of  the  red-hot  group  Des 
tiny's  Child,  summed  up  the  senti 
ments  of  many  performers:  "Thank 
BET,  for  playing  our  videos  when  no 
body  else  would." 

Still,  even  music  executives  have 
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love-hate  relationship  with  the  net- 
work. "We  spend  a  lot  of  money  creat- 
ing a  sexy,  classy  image  for  a  singer,  and 
then  we  put  her  on  a  BET  show,  and  the 
set  looks  cheap,"  says  one  label  execu- 
tive. "But  BET  is  vital  for  us  because  its 
viewers  are  very  active  record  buyers." 

Through  it  all  Johnson  kept  himself 
and  his  executives  focused  and  unde- 
terred by  the  critics.  "We  understood 
that  we  were  not  running  a  popularity 
contest  for  Hollywood,  and  we  were 
not  trying  to  be  socially  redeeming  for 
black  intellectuals,"  he  says.  "  We  had 
the  right  to  run  our  business  the  same 
way  that  MTV  and  HBO  run  theirs." 

Now,  with  Viacom's  deep  pockets, 
the  expectations  for  better  program- 
ming have  increased.  BET  has 
lost  the  "black  ownership" 
cachet  that  it  had  among  its 
viewers,  but  Johnson  and  Vi- 
acom President  Mel  Kar- 
mazin  are  careful  to  ensure 
the  network  retains  its  cul- 
tural identity.  A  key  to  the 
deal,  Karmazin  says,  was 
keeping  not  only  Johnson  in 
place  for  five  years,  but  also 
Chief  Operating  Officer 
Debra  Lee,  47,  Johnson's 
heir  apparent.  "I  don't  think 
you'll  see  any  cultural 
change,  just  positive 
change,"  Karmazin  predicts. 
"We  have  the  resources  to 
grow  this  business." 

Johnson  sees  Viacom's 
ownership  as  an  opportunity  ' 
to  enhance  program  quality 
and  the  entire  company.  BET  is  pushing 
spinoff  music  channels,  which  focus  on 
jazz,  gospel,  classic  soul  and  hip-hop, 
for  digital  cable  and  satellite  systems.  A 
small  BET  production  company  is  de- 
veloping projects  with  Viacom's  Para- 
mount studio.  BET.com  is  the  Web's 
most  popular  African-American-ori- 
ented site.  And  with  its  presence  in 
nearly  70  million  homes,  BET  has  valu- 
able real  estate. 

"That  distribution  can  be  used  for 


anything,"  says  Johnson.  "It's  like  hav- 
ing a  small  boutique  on  Fifth  Avenue. 
You  can  always  change  it,  but  you're 
still  going  to  be  on  Fifth  Avenue." 

Any  upstart  rival  channel  will  learn 
how  difficult  it  is  to  build  that  real  es- 
tate. One  recent  entrant,  New  Urban 
Entertainment,  has  languished  despite 
backing  from  former  AT&T  broadband 
honcho  Leo  Hindery  and  music  pro- 
ducer Quincy  Jones.  The  core  market 
for  such  channels,  however,  continues 
to  expand;  from  1998  to  2000,  black 
households  with  cable  grew  from  11.7 
million  to  12.2  million,  according  to 
Nielsen  Media  Research. 

BET  executives  claim  market  re- 
search shows  that  their  viewers  like 


106  &  Park,  a  popular  new  music-video  show. 


"I  don't  think  you'll 
see  any  cultural 
change,  just  positive 
change.  We  have 
the  resources." 


some  of  the  network's  new  shows,  suq 
as  106  &  Park,  a  daily  live  music- vide 
countdown,  but  they  still  want  moi) 
variety  in  the  lineup.  This  fall  BET 
adding  a  newsmagazine,  Inside  Studio . 
BET  also  is  in  talks  with  Viacom's  pa] 
TV  channel,  Showtime,  about  carryir 
popular  productions  such  as  the  seri< 
Soul  Food  and  the  movie  Bojangles.  Th 
two  channels  are  also  working  wit 
Earvin  (Magic)  Johnson's  productio 
company  to  create  a  movie  and  a  seri< 
about  the  hip-hop  industry. 

Still,  as  Johnson  goes  about  blenc 
ing  his  BET  into  Viacom,  he  grappli 
with  a  delicate  process.  He  recently  ai 
nounced  that  Viacom's  CBS  News  div 
sion  would  begin  providing  daily  ri 
ports  on  BET's  news  show 
using  correspondents  froj 
CBS-owned  stations  arouri 
the  country.  It's  a  synergi 
tic,  cost-effective  way 
make  BET  a  true  nation 
news  operation,  but  BET  e.'r 
ecutives  worry  that  mai 
news  stories  will  be  coven 
by  white  correspondents. 

"We're  very  sensitive 
that,"  admits  Nina  Hende 
son  Moore,  head  of  nev 
and  public  affairs.  "You  w 
see  a  sensitivity,  cultural; 
but  we  can't  have  reveij 
discrimination  going  on,  < 
ther.  If  I  have  a  story  bre« 
I'd  love  to  get  it  covered 
an  African-American,  bu 
can't  guarantee  that." 
If  BET's  faithful  rese 
seeing  white  correspondents  on  t 
network,  they  will  surely  let  Bob  Joh 
son  know.  Another  scenario:  Johnsoi 
many  critics  will  reverse  course  a: 
sing  his  praises  for  succeeding  at  1 
real  job — building  the  business  a: 
creating  wealth  for  himself,  his  ei 
ployees  and  his  shareholders.  Tr 
would  be  awfully  nice  for  him,  b 
alas,  it's  all  too  unlikely.  For  now,  su 
satisfaction  will  have  to  come  frc 
within  himself. 
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In  the  Name  of  the  Father 

Juan  Brittingham  spent  a  lifetime  building  a  Forbes  400  family  fortune 
It  took  only  a  brief  time  for  those  dearest  to  him  to  wipe  his  wealth  out. 


BY  NATHAN  VARDI 

JUAN  BRITTINGHAM  OBSESSED 
about  his  will.  The  decorative- 
tile  pioneer  drafted  countless 
versions  and  saw  danger 
around  every  corner.  Sweating 
the  taxman,  he  arranged  to  have  his  off- 
shore corporations  transferred  outside 
his  estate.  Trying  to  spread  his  generos- 
ity strategically  among  an  extended  and 
divided  family,  he  set  in  motion  a  com- 
plex inheritance. 

Yet  for  all  his  endless  estate  plan- 
Portrait  of  pain: 
Son,  Juanito,  has 
Juan  Brittingham 
on  wall  of  Florida 
home  he  must 
sell  to  pay  bills. 


ning,  Juan's  fortune  was  decimated  by 
those  closest  to  him.  They  spent  the 
money  freely,  invested  it  poorly  and 
fought  each  other  for  it  mercilessly. 
Since  his  death  in  1998,  no  fewer  than 
ten  lawsuits  plus  criminal  allegations 
have  mounted  in  the  U.S.  and  Mexico 
involving  Juan's  unhelpful  employees, 
his  much  younger  widow,  a  spoiled- 
rich  son  and  two  litigious  daughters. 

One  after  another  heirs  are  popping 
up  as  creditors,  elbowing  each  other  to 
reach  the  front  of  a  growing  collection 


line.  "I  could  write  a  movie  about  n: 
most  grueling  experience,"  says  An 
Maria  de  la  Fuente  Brittingham,  Juan 
widow,  from  her  Aspen  townhouse, 
am  surrounded  by  bad  people  whos 
greediness,  hate  and  revenge  have  be 
trayed  their  father  in  every  sense." 

It  is  a  tragic  end  to  a  fantastic  sue 
cess  story  that  began  at  the  turn  of  tr 
20th  century  in  Los  Angeles,  whei 
Juan  and  his  brother  Robert  Brittinj 
ham  were  born.  Sons  of  a  prominer 
family  of  cement  and  soap  magnate 
that  had  been  chased  out  c 
Mexico  by  Pancho  Villa  revc 
lutionaries,  the  Brittinghai 
boys  had  little  trouble  adap 
ing  to  America.  Each  earne 
All-American  status  playir 
football  for  the  University 
California  at  Berkeley.  Off  tr 
gridiron  the  brothers  prove 
equally  nimble:  They  wei 
among  the  first  in  the  U.S.  I 
use  cheap  Mexican  labc 
during  the  post- World  War 
boom  in  home  building. 

Their  best  move  carr 
after  recognizing  that  ceram 
tile  production  in  the  U.S.  fc 
large-scale  commercial  u: 
was  all  but  nonexistent.  1 
the  late  1940s  Juan  headed  t 
Monterrey,  Mexico  to  set  u 
tile  production;  broth< 
Robert  would  run  sales  out  < 
Dallas.  By  the  mid-198C 
Dai-Tile  was  a  leading  U. 
tile  manufacturer,  with  sal' 
of  some  $170  million. 

But  for  all  their  accon 
plishments,   the  brothe 
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lacked  a  clear  succession  plan,  the  likely 
reason  they  sold  Dai-Tile  in  1990  for 
$650  million  in  cash  to  AEA  Investors,  a 
buyout  firm  whose  partners  included 
Henry  Kissinger  and  former  General 
Motors  boss  Roger  Smith.  (At  four 
times  book  value,  the  Brittinghams  got 
a  good  deal:  More  than  a  decade  later 
Dai-Tile  trades  publicly  at  a  market 
capitalization  of  $940  million,  meaning 
that  it  has  appreciated  3%  a  year  com- 
pared to  the  S&P  500's  1 1%.) 

The  sale  landed  Juan  and  Robert  on 
The  Forbes  400  as  a  family  entry  with  a 
combined  net  worth  of  about  half  a  bil- 
lion dollars.  Juan  and  his  family  col- 
lected $270  million  before  taxes. 


Robert's  pretax  take  was  $250  million, 
although  he  never  really  got  to  enjoy 
the  fruits  of  his  labor.  Soon  after  the 
sale  he  was  indicted  on  federal  criminal 
charges -in  Dallas  for  dumping  lead 
used  in  coloring  ceramic  tile  and  fined 
$4  million.  He  later  succumbed  to 
paralysis  from  the  waist  down. 

Juan,  meantime,  showed  little  fi- 
nesse managing  his  personal  life.  His 
first  marriage  yielded  three  daughters 
but  ended  in  divorce  following  the  1966 
birth  of  Juan  (Juanito)  Brittingham 
Aguirre,  the  child  of  an  affair  Juan  had 
in  his  50s  with  a  15-year-old  working  at 
one  of  his  Mexican  factories.  Juan 
moved  with  the  two  to  Newport  Beach, 


Calif,  but  subsequently  returned  witl 
out  them  to  Monterrey. 

At  74  Juan  gave  matrimony  anoth< 
try,  marrying  Ana  Maria,  his  daught< 
Cristina's  childhood  friend  and  the 
bridesmaid.  Ana  Maria,  30  years  Juan 
junior,  was  placed  on  a  $25,000-pe 
month  allowance  and  filled  the  halls  < 
their  home  with  racks  of  desigm 
clothing.  Though  he  married  the  fo 
mer  receptionist  in  1986  in  Santa  F 
N.M.,  the  marriage  was  later  reforma 
ized  in  a  civil  ceremony  in  Mexic 
complete  with  a  postnuptial  agreemei 
to  insure  that  Ana  Maria  would  obta 
nothing  under  New  Mexico's  commi 
nity  property  laws.  The  couple  lived  t< 
gether  for  nearly  12  years,  bi 
after  two  bypass  operation 
Juan  died  in  his  Monterre 
home  in  January  1998.  F 
was  85. 

Few  knew  that  as  Juan 
health  was  failing,  his  weali 
also  was  on  life  support.  Or 
person  who  did  know  was  h 
financial  adviser  and  esta 
executor,  Raul  Hernandez.  F 
had  placed  much  of  Juan 
fortune — more  than  $1C 
million — in  high-yield  Rus 
ian  and  Venezuelan  bond 
About  $90  million  of  that  w 
placed  in  an  offshore  Iris 
concern  dubbed  Sandfer 
the  rest  in  another  offsho 
vehicle  named  Senator  Conl 
nental.  To  protect  the  mom 
from  taxes  and  proba 
courts,  the  companies'  owi 
ership  was  put  in  the  nam 
of  Hernandez  and  coexecuti 
Harold  Turk. 

But  the  taxman  was  tl 
least  of  Juan's  worries  as  He 
nandez  bought  even  more 
the  risky  bonds  on  margin, 
the  point  where  the  portfol 
stood  at  $160  million.  Tl 
portfolio  got  hammered,  ho\ 
ever,  as  Russia  cascaded  to  i 
ultimate  default  on  its  debt. 
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In  February  1998,  with  the  portfo- 
lio in  peril,  lawyers  for  Juan's  two  older 
daughters,  Barbara  and  Cristina,  burst 
into  Hernandez's  Monterrey  office  and 
demanded  his  resignation  as  executor. 
Hernandez  and  Turk,  who  had  already 
filed  the  will  with  a  Mexican  court, 
quickly  stepped  down,  but  not  before 
transferring  Sandfern's  assets  to  an- 
other offshore  account  controlled  by 
Juan's  daughters  and  their  children. 


The  Mexican  probate  court  appointed 
a  new  executor. 

At  the  time  of  the  transfer,  Sand- 
fern's  assets  were  worth  as  much  as  $40 
million— more  than  enough  to  keep 
Juan's  family  ensconced  in  big  homes 
and  plied  with  fine  Bordeaux.  But  the 
sisters  continued  to  cling  to  the  bonds, 
hoping  for  a  rebound  that  would  never 
come.  By  the  summer  the  portfolio  was 
wiped  out.  The  sisters  and  their  fami- 


lies were  forced  to  pay  $10  million  t 
settle  margin  accounts.  Juan's  othe 
offshore  account,  Senator,  was  trans 
ferred  to  his  son  Juanito  and  is  noi 
worthless.  All  that  remained  of  Juan 
estate  was  $9.2  million  in  cash  and  pel 
sonal  effects. 

And  then  the  fireworks  began.  Bai 
bara  successfully  sued  in  Mexico  for  th 
estate's  balance  toward  redeeming 
$17.5  million  promissory  note  sh 
claims  Juan  issued  while  h 
was  managing  her  mone; 
But  the  estate's  assets,  incluc 
ing  a  $5  million  Hawker  Sic 
deley  jet,  remain  frozen  as  he 
stepmother  Ana  Maria  trie 
to  get  her  hands  on  the  je 
which  she  claims  was  be 
queathed  to  her.  The  sister 
half-brother  Juanito  jumpe 
into  the  fracas.  He  sued  th 
estate  and  initiated  crimin; 
charges  against  Barbara  i 
Mexico,  calling  the  $17.5  mi 
lion  note  from  Juan  bogus. 

Meanwhile,  sister  Cristin 
sued  Ana  Maria  in  Texa: 
claiming  she  had  lent  he 
bridesmaid-turned-stepmor 
$34  million  to  invest  in 
condo  project  in  exchang 
for  a  note  and  guarantee  c 
payment  due  in  Septembe 
1998.  At  the  trial,  played  oi 
in  Laredo  earlier  this  yea 
Cristina  said  the  note  was  de 
livered  to  her  in  1996  at  he 
home.  Ana  Maria  called  th 
note  phony,  written  on 
signed  blank  piece  of  pape 
kept  at  her  office  for  da> 
when  she  was  away. 

Ana  Maria  asserted  th; 
her  secretary,  Juana  Elsa  Silk 
Rodriguez,  turned  over  th 
stationery  to  Cristina,  wh 
then  added  the  text  of  th 
note  and  guarantee  above  he 
signature.  She  also  sougr 
criminal  charges  in  Mexic 
(still  pending)  against  Rc 
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driguez,  who  denies  stealing  the  sta- 
tionery. But  the  jury  believed  Cristina 
and  Judge  Elma  Salinas  Ender  entered  a 
judgment  of  $75  million,  including 
fraud  penalties,  against  Ana  Maria,  who 
is  currently  seeking  a  new  trial. 

Ana  Maria  is  also  suing  the  estate 
and  the  sisters'  families  in  Mexico, 
where  she  says  she  was  duped  into  sign- 
ing her  postnuptial  agreement.  She's 
asking  for  more  of  Juan's  assets,  includ- 
ing what  originally  had  been  invested  in 
junk  bonds.  She  then  filed  the  will  in  a 
Texas  court,  got  appointed  executrix, 
and  promptly  sued  the  sisters  and  their 
families  for  $90  million,  claiming  the 
bond  portfolio  should  have  been  dis- 


whether  the  Texas  courts  have  any  juris- 
diction over  Juan's  assets. 

Staring  at  her  collection  of  2,000- 
year-old  Mayan  statuettes  in  her  Mon- 
terrey villa,  Cristina,  herself  a  sculptor, 
remains  resolute:  "It  has  been  very 
time-consuming,  draining  and  frustrat- 
ing, but  we  are  standing  up  for  the 
legacy  of  our  father." 

Yet  it's  hard  to  tell  what  Juan's 
legacy  was  because  his  financial 
records  are  missing.  Juan's  appointed 
executors  had  turned  them  over  to 
Barbara,  who  says  she  received  31 
boxes  of  documents  that  were  missing 
crucial  information.  Barbara  says  she 
stuffed  the  3 1  boxes  in  a  Ford  Explorer 


Diagram  for  a  Day  in  Court 


The  disputes  that  have  wracked  Juan  Brittingham's  clan  have  their  origins  in  both 
his  depleted  fortune  and  the  various  loves  and  offspring  that  he  left  behind  in  1998. 


Brother 
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Juan  R.  Brittingham 


Rosario 
Aguirre 


Robert  M. 
Brittingham 


Daughters 


cond  wife 
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LaFuente 


No  children 


Son 


Barbara  I  Cristina  I  Roberta  I   m  Juanito  Brittingham  Aguirre 


tributed  to  her  as  part  of  the  estate. 

There's  yet  another  intrafamily  IOU 
floating  around.  Juanito  produced  a  $22 
million  note  signed  by  his  father.  Al- 
though Juan  paid  back  some  of  the  loan, 
Juanito  claims  he  is  still  owed  $13  mil- 
lion. He  then  intervened  in  Ana  Maria's 
attempt  to  probate  the  will  in  Texas,  and 
sued  the  two  older  sisters  and  all  of  his 
nieces  and  nephews  for  the  $13  million 
he  says  he's  owed.  Barbara  contends  the 
debt  to  Juanito  was  honored  when  Sen- 
ator was  transferred  to  him,  but  at  the 
same  time  says  her  $17.5  million  claim 
was  not  paid  off  when  Sandfern  came 
under  her  control.  A  San  Antonio  ap- 
peals court  now  needs  to  decide 


and  drove  them  to  her  lawyers'  office 
in  Monterrey,  where  the  car  was  appar- 
ently stolen.  "I  walked  into  the  office 
so  my  lawyers  could  help  me  with  the 
boxes  for  maybe  eight  minutes  and  by 
the  time  we  came  out  there  was  no 
car,"  says  Barbara,  who  now  splits  her 
time  between  Monterrey  and  San 
Francisco,  where  she  develops  home- 
opathy products. 

With  the  books  vanished,  what  hap- 
pened to  Juan's  Dai-Tile  fortune  at  the 
time  of  the  1990  sale — the  essence  of 
the  disputes — is  itself  entangled  in  ar- 
gument. Juanito  claims  that  after  the 
sale  half  of  that  went  to  the  father  and 
the  rest  went  to  Juan's  first  wife,  as  was 


called  for  under  the  terms  of  their  j 
vorce.  The  daughters  presumal 
would  be  in  line  for  this  inheritar 
and  have  less  reason  to  beef.  Testimc 
from  Harold  Turk,  Juan's  coexecu 
and  longtime  employee,  seems  to  bs 
Juanito's  story. 

Cristina  and  Barbara,  howev 
claim  their  mother  did  not  receive  si 
a  hefty  sum,  that  much  of  the  stock 
question  was  instead  in  their  nan 
and  that  their  father  managed  it 
them.  Furthermore,  the  sisters  say,  tl 
will  never  know  where  or  how  their 
ther  handled  their  money  since 
records  have  vaporized. 

The  conflicting  accounts  have  p: 
duced  two  camps,  with  all  the  siste 
families  on  one  side  and  Juanito  a 
Ana  Maria  on  the  other.  Cristin 
lawyers  tried  to  hammer  that  schi: 
home  at  the  Texas  trial,  asking  A 
Maria  about  a  $20,000  wire  transfer  s 
sent  Juanito  two  days  before  his  sche 
uled  deposition.  Her  answer:  "Juanitc 
pretty  extravagant... He  would  he 
ask[ed]  me  for  at  least  150 — a  couple 
hundred  thousand,  not  20,000." 

Juanito  and  Ana  Maria  both  expl; 
that  she  was  repaying  a  loan  he  h 
made  her  for  the  short  period  wh 
Cristina  had  successfully  frozen  A 
Maria's  assets.  Either  way  Juanito  coi 
use  the  money.  A  stay-at-home  dad  w 
has  never  held  down  a  job  and  used 
associate  with  the  Grateful  De. 
Juanito  has  been  without  income  sir 
his  father  died.  The  35-year-old  has  h 
to  sell  two  yachts  and  a  stable  of  cars, 
eluding  a  prized  Lamborghini.  He 
cently  put  his  $8  million  home  outsi 
West  Palm  Beach,  Fla.  up  for  sale. 

"I  have  been  living  a  nightrm 
considering  I  really  loved  my  dad  a 
this  has  completely  destroyed  what 
was  about,"  sighs  Juanito,  standing  n« 
to  some  of  his  father's  hunting  troph 
on  display  at  the  Florida  home — a  p 
of  giant  elephant  tusks  and  a  skull  frc 
an  African  Cape  Buffalo.  "Nobody 
getting  anything  from  my  dad  nc 
other  than  the  attorneys." 
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NSIDERING 

Fracttonat  Atrcr aft  Ownership? 
first  things  first: 

Educate  Yourself. 


"It's  the  smart  thing 
to  do — you  should 
invest  only  in  things 
that  you  really 
understand.  So  first, 
arm  yourself  with 
the  right  questions, 
especially  when  you 
are  investigating 
fractional  aircraft 
ownership  programs.  Get  The  Buyer's 
Guide.  And  get  the  answers  you  need 
before  you  buy. " 

The  Buyer's  Guide  to  Fractional  Aircraft 
Ownership  is  the  definitive  publication 
on  the  subject.  It  discusses  the  advantages 
of  fractional  ownership,  presents  the 
issues,  and  asks  the  key  questions 
necessary  to  determine  how  to  choose 
the  customized  transportation  solution 
that's  right  for  you,  your  company,  and 
your  family.  And  it  offers  insights  into 
the  factors  affecting  the  long-term  costs 
of  fractional  ownership.  There  is  no 
more  useful  resource  for  making  a  well- 
informed  decision. 

Get  The  Buyer's  Guide  to  Fractional 
Aircraft  Ownership.  For  your  free  copy, 
call  1-877-NETJETS  (1-877-638-5387). 
We'll  send  it  to  you  immediately.  Or 
visit  us  online  at:  www.netjets.com 

Netjets^ 


The  pioneer  and  worldwide  leader 
in  fractional  aircraft  ownership."" 

Netlets  is  the  fractional  aircraft  ownership  program 
of  Executive  Jet,  Inc.,  a  Berkshire  Hathaway  company. 
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TO  FRACTIONAL 
AIRCRAFT 


OWNERSHIP 


Questions  to  Ask 


and  Issues  to  Consider 


Before  You  Buy 


TEST  YOUR  MARKET  IQ 


HOW  MANY  COMPANIES  ARE  THE 
IN  THE  S&P  MIDCAP  400? 


Fees  and  expenses  will  reduce  the  performance  of  the  MidCap  SPDR  Trust  as  compared  to  the  S&P  MidCap  400  Index.  For  more  comp 
intormation  and  a  prospectus,  including  potential  risks,  on  MidCap  SPDRs.  call  1-800-THE  AMEX  or  visit  www.amex.com/MDY.  Read 
prospectus  carefully  before  you  invest. 

MidCap  SPDRs  are  subject  to  risks  similar  to  those  of  stocks.  Investment  returns  may  fluctuate  and  are  subject  to  market  volatility,  so  tha 
investor's  shares,  when  redeemed  or  sold,  may  be  worth  more  or  less  than  their  original  cost.  Past  performance  is  no  guarantee  of  future  rest 

ALPS  Distributors,  Inc.,  a  registered  broker-dealer,  is  distributor  for  the  MidCap  SPDR  Trust,  a  unit  investment  trust.  Standard  &  Poor 

'S&P.'"  S&P  MidCap  400,'"!"  "Standard  &  Poors  Depositary  Receipts  and  "MidCap  SPDRs  v"  are  trademarks  of  The  McGraw-Hill  Compan 
inc..  and  have  been  licensed  for  use  by  PDR  Services  LLC  and  American  Stock  Exchange  LLC.  MidCap  SPDRs  are  not  sponsored,  endorsed.  3 
or  promoted  by  S&P  a  division  of  The  McGraw-Hiil  Companies,  Inc..  and  S&P  makes  no  representation  regarding  the  advisability  of  investing 

MidCap  SPDRs.  ©  2001  American  Stock  Exchange  LLC 
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If  you  guessed  four  hundred, 
MidCap  Spiders  should  be 
an  easy  decision  for  you. 


If  you're  pondering  the  different  ways  of  investing 
in  midcap  companies,  put  your  brain  at  ease. 
MidCap  Spiders  are  the  best  parts  of  a  stock  an1 
a  mutual  fund  in  one.  Each  share  you  buy  is  a 
portion  of  the  whole  basket  of  S&P  MidCap  400^ 
stocks,  just  like  a  traditional  index  fund.  And  wiU 
Spiders,  the  management  fees  are  very  low.  You 
buy  and  sell  MidCap  Spiders  the  same  way  you^ 
buy  stocks,  paying  your  usual  commission.  And 
Spiders  trade  all  day,  allowing  you  to  sell  anytime-  - 
without  a  penalty.  MidCap  Spiders  (MDY)  are  one 
of  over  100  different  Exchange  Traded  Funds  listed 
on  The  American  Stock  Exchange.  So  you  can  be 
smart  in  lots  of  different  ways.  Talk  to  your  brokef 
or  financial  advisor.  Or  to  get  more  details  call 
1-800-THE  AMEX  or  visit  www.amex.com/MDY. 


idCap 

Listed  on 
The  American 
Stock  Exchange 
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Schumpeter 
Comes  to 
Bush  Country 

Midland,  Tex.  was  once  home  to  eight  members 
of  The  Forbes  400.  They're  all  off  the  list  now. 
What  happened? 


BY  WILLIAM  P.  BARRETT 


Allison 


Beal 


Hunter,  then  hunted:  Clayton  Williams'  pasonal  net  worth  swooned  80%  before  rebounding 
energy  prices  helped  restore  him  to  mid-1980s  levels.  "When  I  borrow  now,  it's  nonrecourse." 


TWO  DECADES  AGO  MIDLANE 
Tex.  was  host  to  one-fifth  o 
U.S.  oil  production.  Feastin 
on  $35-a-barrel  oil,  this  brasl 
desert  city  in  West  Texas  ac 
counted  for  eight  members  on  the  ver 
first  Forbes  400  list  in  1982 — one  fo 
every  1 0,000  of  the  city's  80,000  resident: 
Not  a  one  of  those  is  on  the  list  that  be 
gins  on  page  128. 

Joseph  Schum 
peter,  the  economic 
who  talked  abou 
"waves  of  creative  de 
struction,"  could  hav 
predicted  as  mucr 
Change  washes  ol 
wealth  even  as  it  cr4 
ates  new  wealth.  A  fe' 
years  after  our  first  40 
list,  oil  collapsed  to  $ 
and  new  fortunes  wei 
being  created  in  retai 
ing,  finance  and  tecr 
nology.  In  Midlano 
energy  companies  an 
jobs  simply  var 
ished — along  with  tr 
Rolls-Royce  deale: 
ship.  One  head  of 
small,  struggling  Mic 
land  exploration  an 
production  firm  ci 
his  own  pay  by  25%  i 
1986  but  soon  sti 
sold  out  to  other 
George  W.  Bush.  F 
later  resumed  a  care 
in  politics. 

After  several  vei 
lean  years  Midland 
rebounding,  thanks 
$24  oil.  But  accomp 
nying  the  returnir 
prosperity  is  this  rea 
ization:  Most  of  tt 
oil  under  this  grour 
has  been  pumpe 
and  it's  likely  almo 
all  the  rest  will  I 
gone  within  50  yeai, 
Wagner  So  the  challenge  f< 


Brown 


Cox 


Hendrix 


Scharbauer 
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Scenes  of  Midland:  Above,  Permian  Basin  roughnecks  make  a  joint  in  the  drilling  process. 
Below:  "Tall  City"  had  skyscrapers  by  the  1930s,  but  building  flattened  out  in  the  1980s. 


this  conservative  city,  which  has  al- 
ways opposed  taxes  or  government  in- 
tervention of  any  sort,  is  how  to  in- 
spire new  businesses  to  generate  jobs 
and  diversification. 

"For  the  longest  time  we  were  con- 
vinced that  oil  and  gas  would  always  be 
there,"  sighs  Robert  (Bobby)  Burns, 
who  just  ended  a  seven-year  stint  as 
mayor.  "But  it  won't  be." 

Midland  was  founded  in  1881  dur- 
ing the  construction  of  Jay  Gould's 
Texas  &  Pacific  Railway  through  deso- 
late, treeless  expanses  of  West  Texas.  For 
decades  the  town  scraped  by  on  agri- 
culture. Then,  on  May  28,  1923,  a 
drilling  rig  called  Santa  Rita  #1  — 


named  after  the  Catholic  Church's  pa- 
tron saint  of  desperate  causes — blew  in 
at  a  site  on  University  of  Texas  land  60 
miles  southeast  of  Midland.  This 
marked  the  discovery  of  a  big  part  of 
the  250-mile-wide,  300-mileTong  area 
stretching  into  New  Mexico  that  came 
to  be  known  as  the  Permian  Basin.  The 
basin  contains  the  largest  concentration 
of  oil  ever  found  in  the  continental  U.S. 

Over  the  next  three-quarters  of  a 
century  an  estimated  50  billion  barrels 
would  be  lifted  from  the  basin, 
turning  hard-up  cattle  ranchers  and 
cotton  farmers  into  tycoons.  By  1930 
the  city  had  the  first  of  the  many  sky- 
scrapers along  its  main  downtown 


drag,  Wall  Street.  The  cluster  even  ga^ 
the  town  a  rather  unlikely  nicknam 
the  Tall  City. 

During  World  War  II  the  Permia 
Basin  produced  25%  of  the  world's  o 
Hydrocarbons  pumped  Midland  I 
among  the  top  five  U.S.  metropolita 
areas  in  per  capita  income,  $16,900,  t 
1979.  Three  years  later  the  price  of  c 
hit  its  alltime  high. 

But  the  very  next  year  bad  enerj 
loans  sank  the  city's  biggest  home 
grown  bank,  the  $1.4  billion  First  N. 
tional  Bank  of  Midland.  As  the  oil  pri< 
dropped  further,  big  oil  compani' 
started  closing  their  regional  office 
Unemployment  topped  10%.  By  19? 
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THE  FORBES  400  I  OIL 


all  of  the  Midland  Eight  were  off  the 
400  list,  not  because  they  went  bust — 
none  did — but  because  technology  for- 
tunes were  growing  much  faster  than 
those  rooted  in  natural  resources. 

One  of  the  original  eight,  Carlton  E. 
Beal,  a  polo-playing  former  college  pro- 
fessor, died  in  1994  at  age  79.  His  BTA 
Oil  Producers,  a  pioneer 
in  attracting  outside  in- 
vestors, is  now  owned 
and  run  by  sons  and 
grandsons.  Another 
original  member,  John 
Cox,  76,  a  petroleum  en- 
gineer, suffered  a  stroke 
several  years  ago.  His 
firm  is  now  run  by  his 
son  Kelly. 

Two  Midland  Eight- 
ers  encountered  a  lot  of 
problems.  In  1982  we 
called  Fred  M.  Allison 
Jr.,  whose  father  was 
codeveloper  of  the  ro- 
tary drilling  rig,  "Mid- 
land's most  outrageous  centimillion- 
aire"  for  flamboyant  stunts  like  using 
a  Concorde  to  celebrate  three  New 
Years'  the  same  night.  But  he  was  off 
the  list  by  1983.  In  1992  a  Midland 
court,  citing  his  "irrational  and  un- 
controllable personal  loss  of  control 
and  stability"  when  fighting  lawsuits, 
named  his  wife  limited  guardian.  Now 
82  and  retired,  Allison  lives  in  Santa 
Monica,  Calif.,  while  his  third  wife 
stays  in  their  Midland  mansion. 

The  colorful  Clayton  W.  Williams  Jr. 
also  built  upon  the  legacy  of  his  father, 
one  of  Texas'  first  petroleum  engineers. 
"Back  in  1982  I  had  $650  million  of  as- 
sets and  $500  million  in  debts,"  he  re- 
calls— besides  oil  and  gas  properties,  a 
bank,  a  phone  company,  ranches  and 
office  buildings.  As  he  sold  off  assets,  he 
found  time  to  run  unsuccessfully  for 
Texas  governor  in  1990  against  Demo- 
crat Arm  Richards,  who  was  defeated 
four  years  later  by  George  Bush.  By 
1995,  Williams  says,  his  net  worth  had 
shrunk  to  $30  million. 


But  he  still  had  the  oil  properties. 
He  formed  Clayton  Williams  Energy 
Inc.,  went  public,  started  exploring  else- 
where and  awaited  the  inevitable  in- 
crease in  prices.  Today  his  stake  is 
worth  $50  million.  Lesson  learned  in 
his  69  years:  "When  I  borrow  now,  it's 
nonrecourse." 


Not  exactly  Graceland:  Midland  city  fathers  just  spent  $50,000  on  one  of 
George  W.  Bush's  boyhood  homes.  They  hope  to  turn  it  into  a  tourist  attraction. 

John  Hendrix,  another  petroleum 
engineer  on  our  list  who  had  formed 
his  own  shop,  took  a  big  hit  when  First 
National  failed — with  6%  he  was  its 
second-biggest  shareholder.  But  Hen- 
drix, now  65,  had  hedges:  large  timber 
holdings  and  a  bank  in  his  native 
Arkansas.  He's  still  running  John  H. 
Hendrix  Corp.  Lesson:  "Ego  drives  lots 
of  people  to  do  strange  things.  Control 
your  investments." 

In  the  1980s  two  others  of  the 
Midland  Eight — engineer  Jack  E. 
Brown,  now  67,  and  geologist  Cyril 
Wagner  Jr.,  76,  who  started  their  part- 
nership in  1962  with  a  handshake  but 
no  cash — gained  a  certain  amount  of 
fame  for  corporate  raids.  But  a  $100- 
million-plus  loss,  incurred  when  In- 
silco  went  bust  just  two  years  after 
they  bought  it  in  1988,  cured  them  of 
hostile  dealings.  They  fell  off  the  list 
in  1996.  They  have  expanded  their  oil 
exploration  elsewhere,  to  England, 
France  and  Australia. 

Then  there's  Clarence  Scharbauer 


Jr.,  76,  whom  FORBES  dubbed  in  198 
"probably  [the]  most  powerful  man  i 
Midland."  That  was  before  the  failur 
of  First  National,  founded  by  his  fathe 
and,  with  a  10%  interest,  chaired  b 
him.  He  last  adorned  our  list  in  199f 
But  the  Scharbauer  family  own 
350,000  acres — land  that  has  produce 
nearly  1  billion  barrel 
since  the  1930s.  Unlik 
many  other  oil  tycoon: 
Scharbauer  has  bee 
content  to  let  others  loo 
and  drill  on  his  spread: 
then  collect  royalties  o 
the  oil  produced.  Th 
family  dabbles  in  real  es 
tate  development  an> 
breeds  Kentucky  Derby 
winning  horses. 

Will  Midland  eve 
find  an  industry  to  re 
place  oil?  It's  certainl 
trying.  The  city  this  yea 
spent  $1  million  of  it 
residents'  money  to  sub 
sidize  a  1,000-job  call-center  for  Cin 
gular  Wireless  installed  in  a  forme 
lumber  store.  A  public  vote  is  sched 
uled  for  Nov.  6  on  a  quarter-cent  in 
crease  in  the  sales  tax  to  fund  anothe 
$3  million  a  year  of  economic-devel 
opment  schemes. 

There  is  even  a  sort  of  endearin 
effort  to  turn  tourism  into  a  growt 
industry.  That's  a  hard  sell  in  a  dust 
place  with  hot  summers  and  no  river 
or  mountains.  A  bunch  of  Realtor 
just  spent  $50,000  on  one  of  the  Pres 
ident's  childhood  homes,  a  modes 
1,400-square-foot  house  near  th 
downtown  area.  The  idea  is  that  th 
Bush  legacy — George  W.'s  wife. 
Laura,  hails  from  Midland,  and  his  fa| 
ther  started  as  a  Midland  oilman  i 
1948 — will  pull  in  visitors. 

During  a  campaign  speech  last  yea 
Bush  enthused:  "In  Midland,  where 
grew  up,  the  town  motto  was  'The  sky 
the  limit.'  "  It's  a  nice  thought.  But  re 
member,  the  ranch  Bush  bought  is  30 
miles  away  from  Midland.  I 
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j^jnual  Global  Financials  Conference,  held  in  New  York  this  spring,  the  platform  of 


gjjjbite  for  chief  executives  from  88  of  the  top  financial  companies  worldwide.  It's  all 
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The  City  Gates 

How  did  this  happen?  The  epicenter  of  wealth  has  migrated  to  Latteland. 


BY  JOE  QUEENAN 

THIS  TIME  EACH  YEAR  THE  PUB- 
lication  of  The  Forbes  400 
brings  a  fresh  dose  of  humilia- 
tion to  the  fabled  money  cen- 
ters of  yesteryear.  Where  once 
the  destiny  of  this  great  nation  rested  in 
the  hands  of  New  York-based  titans  like 
Rockefeller  and  Morgan,  with  able  assis- 
tance from  formidable  plutocrats  in 
Philadelphia,  Boston,  Chicago  and  Pitts- 
burgh, the  balance  of  power  has  now 
shifted  westward. 

Bill  Gates,  the  richest  man  in  Amer- 
ica, lives  in  Medina,  Wash.  Warren  Buf- 
fett,  Gates'  runner-up,  lives  in  Omaha. 


down  to  Edgar  M.  Bronfman  do  we  find 
a  person  of  moderately  Croesian  wealth 
who  deigns  to  live  in  New  York  City.  And 
he  grew  up  in  Canada. 

It  is  not  just  the  geographic  imbal- 
ance in  the  distribution  of  the  American 
upper  class  that  is  worrisome  here.  It  is 
the  scale  of  the  imbalance.  This  year 
Gates'  fortune  clocks  in  at  $54  billion, 
Buffett's  at  $33  billion,  Allen's  at  $28  bil- 
lion. Which  makes  New  Yorkers  like 
Bronfman  ($6.9  billion)  and  George 
Soros  (the  same)  mere  pikers. 

Even  more  battering  to  the  ego  image 
of  the  old  money  centers  is  the  neopluto- 
crats'  swagger.  Gates  is  a  colossus  who 


Paul  Allen  (number  three)  makes  his 
home  on  Mercer  Island,  Wash.,  Larry  El- 
lison in  Atherton,  Calif,  and  the  five  heirs 
to  Sam  Walton's  fortune  in  low-profile 
communities  like  Bentonville,  Ark.,  Du- 
rango,  Colo,  and  Fort  Worth,  Tex.  Close 
on  their  heels  come  Steven  Ballmer 
(Seattle),  Michael  Dell  (Austin)  and  the 
Cox  sisters  (one  lives  in  Honolulu,  one 
in  Atlanta).  Not  until  we  get  all  the  way 


causes  the  stock  market  to  crash  when  his 
company  gets  sued  by  the  feds.  With  his 
contemptuous  remarks  about  competi- 
tors, Larry  Ellison  has  long  evinced  an  ar- 
rogance and  self-absorption  not  seen 
since  the  days  of  the  Borgias.  Paul  Allen 
erects  gargantuan  museums,  lionizing  the 
exploits  of  such  dubious  pop  cultural 
icons  as  Paul  Revere  &  the  Raiders.  And 
Warren  Buffett  functions  as  a  Delphic  or- 


acle for  the  nation's  financial  market 
posing  as  the  repository  of  all  wisdom  n» 
found  in  Alan  Greenspan's  cerebellum 
But  back  in  the  Big  Apple  The  Forb< 
400  types  with  the  highest  profiles  ha^ 
the  tiniest  piggy  banks.  Real  estate  deve 
oper  Mort  Zuckerman  gets  ink  becau: 
he  owns  U.S.  News  &  World  Report  ar 
the  New  York  Daily  News,  but  with  a  n 
worth  of  $1.1  billion,  he's  totally  ou 
classed  by  Gates  and  Buffett  &  Co.  Doi 
aid  Trump  gets  more  coverage  than  tl 
joint  chiefs  of  staff,  but  with  a  net  won 
of  $1.8  billion  he  is  a  pauper  compare 
with  the  microchip  moguls  out  West. 
As  a  New  York  resident  I  find  th 
profoundly  unnerving.  F« 
whatever  reason,  megabi 
lionaires  no  longer  gro 
up  in  New  York,  or  if  th< 
do  grow  up  here,  th« 
don't  stick  around. 

What  is  to  be  don 
New  York's  powers-that-1 
must  take  steps  to  lure  ou 
of-town  billionaires.  Oi 
idea  would  be  to  relax  re 
idency  requirements  : 
that  carpetbaggers  cou 
immediately  run  for  ofE 
in  the  Empire  State.  Som 
one  as  ruthless  and  cand 
as  Larry  Ellison  would  make  a  splend 
mayor  of  New  York  City.  If  a  self-adorij 
parvenue  like  Hillary  is  greeted  wi 
open  arms,  why  not  Larry? 

And  don't  underestimate  the  pow 
of  obsequious  flattery:  Perhaps  the  ne 
rich  would  agree  to  live  on  the  Ea 
Coast  in  exchange  for  having  landmar 
renamed  in  their  honor.  Ellison  Squa 
Garden  has  a  nice  ring. 
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Nouveau  Riche 

Fed  surveys  bear  out  popular  impression: 
In  15  years  the  makeup  of  America's  richest  folks 
became  younger  and  more  entrepreneurial. 

ANYONE  READING  THE  FORBES  400  LIST  CAN  SEE  THAT  A 
different  sort  of  individual  is  populating  those  rarefied 
ranks.  He  or  she  is  less  likely  to  be  from  old-family  wealth 
or  the  ranks  of  top  professionals  who've  led  long  and  illustrious 
careers.  He's  more  likely  to  have  created  a  business  and  become 
rich  by  virtue  of  its  market  value,  realized  or  not. 

Now,  thanks  to  number  crunching  by  New 
York  University  professor  Edward  Wolff,  we 
have  deeper  evidence  of  this  trend. 
Wolff  uses  Federal  Reserve  Board 
surveys  of  4,300  households 
every  three  years  to  show, 
at    various  wealth 
benchmarks, 

The  rising  elite  of  business  founders 

mmam  Net  worth  above  $1  million1 
■mi  Net  worth  above  $5  million1 
mmm  Top  1%  of  households 


'Constant  1998  dollars. 


greater  representation  by  tl 
self-employed  and  those  age 
or  less. 

The  changes  gained  stea 
during  the  1980s  and  continue 
after  a  hiccup  in  the  early  19S 
recession,  through  the  latest  si 
vey  period.  "This  penetration 
the  ranks  of  the  U.S.  superr 
by  such  young  families  is  vir 
ally  unprecedented  over  the  last  century,  as  is  the  displacem 
of  managers  and  professionals,"  Wolff  observes. 

This  year's  survey  may  show  whether  the  trend  sur- 
vives the  tech  crash. — Tim  W.  Ferguson  70% 
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Nickel-and-dimer:  Canada 
beckoned  Meshulam  Riklis 
with  Dylex,  a  new  squeeze. 


Riklis  Driving 

A  corporate  raider  of  yore  is  up  to  his  old  tricks. 


BY  NATHAN  VARDI 

MESHULAM  RIKLIS'  EXPLOITS 
are  the  stuff  of  legend.  The 
Beverly  Hills  financier 
made  and  lost  fortunes 
using  leveraged  buyouts 
that  often  left  bondholders  with  little.  His 
game  has  long  been  to  trade  assets  that 
stand  behind  liabilities  for  paper  in  other 
companies  he  controls.  There's  fre- 
quently a  bankruptcy  along  the  way. 

He's  remembered  as  well  for  starting 
Carnival  Cruise  Lines  with  schoolmate 
Ted  Arison,  being  once  married  to  per- 
former Pia  Zadora  and  not  paying  rent 
bills  from  Donald  Trump.  But  the  crafty 
77-year-old,  last  seen  on  The  Forbes  400 
in  1990  and  apparendy  recovered  from 
prostate  cancer,  is  adding  to  his  legacy. 
Even  as  he  fights  with  Burger  King 


over  his  franchise  in  an  Israeli-controlled 
area  of  the  West  Bank,  Riklis  is  evidendy 
behind  a  group  that  bought  embattled 
Canadian  clothier  Dylex  (BiWay  and 
Fairweather  chains),  and,  according  to 
creditors  in  its  pending  bankruptcy  case, 
sucked  it  dry  and  left  them  whistling  for 
their  money.  Vintage  Riklis — or  as  Bert 
C.  Lafford  of  Canada's  National  Apparel 
Bureau,  trying  to  recover  some  $13  mil- 
lion for  creditors,  says:  "It  was  a  deal 
made  in  hell  from  the  very  beginning." 

Circumstantial  evidence  suggests  that 
Riklis  backed  a  May  2001  leveraged  buy- 
out of  Toronto-based  Dylex  by  Hardof 
Wolf  Croup,  a  holding  company  set  up 
in  Nova  Scotia  last  December  with  Ted 
Watkins  as  president  and  Hardof  Wolf  as 
chairman.  Both  men  are  executives  at 
York,  Pa.-based  McCrory  Corp.,  an  old 


five-and-dime  chain  Riklis  has  coi 
trolled  since  the  1960s.  He  brought  M 
Crory  out  of  five  years  of  banki  upt 
protection  in  1997  only  to  file  for  Cha 
ter  1 1  again  in  September.  Another  M 
Crory  man  was  made  Dylex  presiden 
Dylex  was  in  terrible  shape  at  tl 
time  and  therefore  vulnerable.  The  cor 
pany  lost  $19  million  on  sales  of  $4: 
million  in  its  fiscal  year  ended  in  Febr 
ary,  and  its  stock  was  trading  in  Toron 
at  the  equivalent  of  83  cents  U.S.  Tl 
Wolf  pack  paid  $45  million  for  all  tl 
outstanding  shares,  with  $40  millic 
coming  from  Dylex's  own  till  and  inve 
tory,  which  was  sold  through  a  Chicaj 
liquidator.  The  departing  managers,  wl 
consented  to  the  takeover,  walked  aw 
with  $3  million  in  golden  parachutes. 

Dylex  got  slower  paying  its  bills  ai 
filed  for  bankruptcy  in  August,  claimi] 
it  could  not  pay  $50  million  owed  to 
suppliers  and  other  creditors.  But  O 
tario  Superior  Justice  James  Spence  il 
stead  wrested  the  company  away  at 
named  a  receiver  to  sell  off  what  was  le 
The  judge  also  called  for  an  investigatia 
Between  February  and  July,  Dylei| 
working  capital  shrank  by  $58  millio 
some  $15  million  more  than  account 
for  in  the  LBO  transaction  and  the  par 
chute  payments.  Where  did  the  mon 
go?  Supposedly  $4  million  was  used 
convert  most  of  BiWay's  259  oudets  in 
knickknack  stores.  Managers  got  $4: 
checks  to  spruce  up,  but  they  didn't  cle. 

Dylex  informed  the  receiver  that 
had  placed  orders  through  a  U.S.  out 
known  as  WWR,  which  shares  McCror 
Manhattan  office  space,  for  $26  millic 
of  Asian  goods  for  BiWay's  outle- 
Forensic  accountants  have  found  th 
$7.5  million  was  wired  to  WWR,  but  th 
Dylex  received  nothing  in  return.  Dyl 
says  in  court  papers  that  WWR  sent  tl 
cash  to  Asian  manufacturers  who  simp 
failed  to  deliver  the  orders. 

Riklis  didn't  return  FORBES'  calls,  b 
Wolf  denied  Riklis  was  involved  in  tl 
deal,  adding:  "You  can't  outsmart  me. 

Nor  should  anyone  doing  busine 
with  Riklis  think  they'll  outsmart  him. 
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magine  a  car  deep  in  the  jungle.  No  roads, 
just  impenetrable  vegetation  and  trackless 
swamps  surround  the  car,  rendering  it  immo- 
bile and  apparently  useless. 
And  yet  when  the  natives  of  the  nearest  vil- 
lage, who  have  never  seen  a  car  before,  discov- 
er it,  they  see  it  not  as  useless  and  stranded,  but 
as  the  most  marvelously  valuable  device  they 
have  ever  encountered. 


First  and  foremost,  the  car  gives  off 
light:  two  great  beams  pushing  back 
the  jungle  night.  It  has  heat  and  elec- 
tricity, and  even  air  conditioning  —  a 
palace  compared  with  any  other 
nearby  dwelling.  The  radio  brings  un- 
fathomably  beautiful  music  and  news 
of  an  unknown  and  endlessly  fasci- 
nating outside  world.  It  even  has 
modest  storage  facilities  in  the  rear, 
and  a  horn,  perfectly  designed  to 
frighten  off  wild  animals. 

It  is  easy  to  imagine  how  the  vil- 
lagers' lives,  economy,  culture,  and 
social  and  political  structures  could  all 
be  transformed  by  the  car,  even  if  it 
never  moves  an  inch  on  its  oddly 
shaped  rubber  feet. 

But  one  day  the  people  who  had 
abandoned  the  car,  a  road  construction 
crew  from  a  far  country,  show  up  again. 
Only  this  time,  trailing  behind  them  is  a 
newly  constructed  highway  leading  to 
the  country's  capital  city  and  beyond. 


The  natives  listen,  amazed  and  appalled, 
to  the  construction  crew's  explanation 
of  the  car's  real  purpose.  Some  favor 
putting  the  car  on  the  road,  others  are 
furiously  opposed.  Bitter  internecine 
struggles  split  the  tribe.  In  the  end, 
however,  those  who  favor  putting  the 
car  on  the  road  triumph,  because  only 
by  joining  the  road  can  the  tribe  be 
linked  to  the  land  of  light,  music,  and  air- 
conditioned  plenty  beyond  the  dense 
jungle  walls,  far  outstripping  what  the 
car  alone  can  provide. 

For  a  generation  and  more  we  treat- 
ed our  computers  and  their  storage 
peripherals  like  cars  in  the  jungle  with 
no  acknowledgment  that  the  real 
magic  of  storage  and  computing 
comes  in  conjunction  with  networks. 
Yes  we  had  LANs  (Local  Area  Net- 
works), but  at  LAN's  end  was  a  com- 
munications cliff  and  a  bandwidth 
scandal,  the  three-kilohertz  wires  of 
the  telephone  companies. 


by  George  Gilder,  Chairman,  Gilder  Publishing,  LLC,  with  Mary  Collins  and  Richard  Vigilante 


As  the  Internet  lurched  slowly  into 
our  consciousness  and  even  more 
slowly  into  practical  reality,  Googie 
CEO  and  Novell  Chairman  Eric 
Schmidt,  then  at  Sun  Microsystems, 
declared  the  "network  is  the  com- 
puter," and  we  awakened  to  the  real 
potential  of  our  car  parked  in  the 
jungle.  But  old  paradigms  die  hard, 
and  nowhere  has  the  old  paradigm 
been  as  reluctant  to  give  up  its 
ghosts  as  in  what  we  still  mislead- 
ingly  call  "storage." 

Last  year,  the  Gilder  Technology 
Report,  which  we  copublish  with 
Forbes,  introduced  the  "storewidth" 
paradigm  to  distinguish  an  era  of  dra- 
matic storage  and  networking  inno- 
vation from  the  era  of  direct  attached 
storage  tethered  to  servers,  isolated 
and  surrounded  on  all  sides  by  jungle. 

Pre-network  storage  solutions 
were  designed  when  bandwidth  was 
scarce,  especially  outside  the  com- 
puter. The  advancement  of  optical 
technologies  has  now  made  band- 
width abundant.  This  bandwidth 
abundance  will  fundamentally  change 
the  way  enterprises  think  about  stor- 
age and  manage  their  data. 

Storage  must  now  adapt  to  a  tsuna- 
mi of  new  bandwidth  availability.  The 
lambda  network  and  WDM  (Wave- 
length Division  Multiplexing)  advances 
will  create  a  new  circuit-switched 
regime  that  will  dramatically  improve 
network  connectivity  over  the  next 
few  years,  driving  the  proliferation  of 


distributed  network  storage  systems. 
A  fragmented  approach  to  enterprise 
storage  is  no  longer  practical;  cost  of 
ownership  would  grow  in  direct  pro- 
portion to  the  size  of  ever-growing 
data  pools.  Data  has  become  an 
enterprise's  number-one  asset.  Net- 
works are  crucial  to  the  aggregation  of 
tools  and  labor  necessary  to  manage 
growing  troves  of  corporate  data. 

Defined  as  the  conversion  of  abun- 
dant bandwidth  and  heterogeneous 
petabytes  of  data  into  accessible 


overstuffed  garage),  in  the  disk 
drives  of  a  computer  isolated  from 
the  network,  or  on  tapes  stacked 
three  feet  deep  in  an  abandoned  jan- 
itor's closet.  The  principles  of  base- 
ment storage  are  fairly  simple.  It's 
easier  to  put  things  in  than  to  get 
them  out,  so  you  try  not  to  put  in 
anything  you  are  likely  to  need  soon 
or  often,  and  if  you  do,  then  you  try 
not  to  bury  it  too  deep.  Occasionally 
you  try  to  organize  things.  But  really 
there  are  more  pressing  matters  and 


Old  paradigms  die  hard,  and  nowhere  has  the 
old  paradigm  been  as  reluctant  to  give  up  its  ghos 
as  in  what  we  still  misleadingly  call  "storage." 


information,  storewidth  addresses 
the  information  management  chal- 
lenge faced  by  the  enterprise  in  the 
next  phase  of  network  development. 

The  End  of  an  Era 
To  fully  grasp  the  pre-network  storage 
paradigm,  contemplate  an  environ- 
ment far  more  exotic  and  intimidating 
than  any  jungle,  filled  with  objects  sur- 
passingly more  difficult  to  compre- 
hend and  catalog  than  the  rarest  of 
flora,  whose  persistence  in  the  envi- 
ronment outstrips  the  explanatory 
powers  of  the  most  ingenious  student 
of  evolution:  to  wit,  your  basement. 

"Storage"  is  what  you  have  in  your 
basement,  the  trunk  of  a  car 
(whether  tangled  in  the  jungle  or  an 


lots  of  that  stuff  you'll  never  need 
again,  so  you  don't  devote  too  many 
resources  to  the  retrieval  system. 
You  do  occasionally  yearn  for  more 
room,  and  if  more  room  is  not  readi- 
ly attainable  you  occasionally  throw 
things  out  or  acquire  more  space.  It's 
simple  asset  management,  knowing 
how  much  stuff  you  have  and 
whether  you  have  enough  space  in 
which  to  store  it. 

Awkward  as  that  all  sounds,  base- 
ment storage  works  for  isolated  sys- 
tems, whose  needs  are  modest  and 
local.  Its  problems  are  self-limiting. 
The  pool  of  people  wanting  to  get 
things  out  of  the  basement  is  gener- 
ally no  larger  than  the  pool  of  people 
putting  things  in,  and  the  amount 


stored  is  generally  limited  to  what  can 
be  generated  by  the  people  who  live 
in  the  house  or  use  the  computer. 

Storage  is  primitive  and  impassive. 
The  term  does  not  convey  the  power 
of  a  storage  system  linked  to  the  net- 
work. Storage  is  what  you  do  in  your 
basement  with  stuff  you  may  never 
want  again  but  can't  quite  bring  your- 
self to  throw  away. 

Networks  are  not  for  storage.  Net- 
works are  for  sharing  and  collabora- 
tion, within  and  across  enterprises. 
Networks  are  dynamic.  Imagine 
trying  to  retrofit  your  basement  stor- 
age for  the  needs  of  a  high-traffic 
department  store  and  you  have  a  fair 
idea  of  the  complications  of  trying  to 
adapt  the  principles  of  a  pre-lnternet 
storage  system  to  the  needs  of  your 
modern  enterprise. 


Old  Paradigms  Die  Hard 
Plummeting  costs  of  magnetic  disk 
storage  contribute  to  IT  spending  man- 
agers' reluctance  to  let  go  of  the  good 
old  days  of  storage,  when  servers  and 
storage  peacefully  coexisted  in  their 
master-slave  relationships,  cut  off 
from  all  other  network  resources. 
Powered  by  semiconductor  advances, 
disk  drive  read-write  heads  now  fly  at 
less  than  ten  nanometers  above  the 
disk's  surface.  Disk  density  has 
increased  by  a  factor  of  3  million  and 
the  cost  per  bit  of  storage  has  fallen  to 
a  mere  1 /30,000th  of  what  it  was  40 
years  ago. 

The  "hard"  costs  of  storage  seem 
awesomely  inexpensive,  but  the 
storage  management  cost  curve 
retains  a  steep  upward  slope.  Stor- 
age management  costs  consume  91 
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percent  of  enterprise  budgets  for 
storage  infrastructure  build-out  and 
management.  Many  of  these  costs 
are  associated  with  the  simple  fact 
that  the  sheer  volume  of  data  is 
escalating  exponentially;  the  average 
person  accumulates  250  additional 
megabytes  of  personal  digital  con- 
tent every  year.  But  a  larger  portion 
of  increased  management  costs  are 
due  to  the  misuse  and  underutiliza- 
tion  of  the  roadways  leading  out  of 
the  jungle  —  newly  adopted  net- 
worked storage  solutions  in  the  form 
of  storage  area  networks  (SANs)  and 
network  attached  storage  (NAS) 
appliances. 

The  roads  have  been  built  but  their 
benefits  have  been  too  often  misin- 
terpreted and  their  potential  obscured. 
Like  the  many  natives  that  continue  to 
dwell  beneath  the  dark  canopy  of 
jungle  using  their  newly  constructed 
roads  to  crack  coconuts,  the  majority 
of  storage  and  server  vendors  were 
so  awed  by  the  improved  transfer 
speeds  and  extended  networking  dis- 
tances offered  by  Fibre  Channel  SANs 
that  they  have  continued  to  use  SANs 
as  a  mere  extension  of  SCSI  (Small 
Computer  System  Interconnect). 

Something  Has  to  Give 
At  Gilder  Publishing's  Storewidth 
2001  conference,  StorageNetworks 
CTO  Bill  Miller  pointed  out  that  poor 
asset  and  network  utilization  causes 
productivity  to  deteriorate.  If  current1 
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What  if  you  could  get  more  storage 
with  the  push  of  a  button? 
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simplifies  storage  management  for  businesses  like  yours.  Using  the  superior  intelligence  of  Hitachi 


Freedom  Storage"  systems;  Just  In  Time  Storage  lets  you  instantly  increase  your  storage  capacity,  per 


formance,  and  connectivity.  It  brings  together  the  world's  most  advanced  storage  hardware,  software, 
and  services.  So  you  can  handle  e-business  volatility,  meet  aggressive  user  requirements,  and  cut  costs. 
Want  to  learn  more?  Just  visit  our  Web  site  at  www.hds.com/jits. 
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old-paradigm  storage  networking 
behavior  continues  to  predominate, 
then  the  $100  billion  storage  infra- 
structure market  will  continue  to 
grow  at  1 5  percent  per  year  and  the 
cost  to  store  information  will  actually 
exceed  our  national  GDP  in  2046. 

Catastrophic  storage  costs  nearly 
all  result  from  misguided  attempts  to 
retrofit  data  basements  into  market- 
places of  ideas.  Storage  management 
costs  will  continue  to  skyrocket  if 
businesses  do  not  alter  storage  net- 
working approaches.  Gigabit  net- 
works will  redefine  the  economy  as 
the  computer  era  gives  way  to  the 
storewidth  era. 

Abundance  and  Scarcity 
Every  economic  era  is  marked  and 
measured  by  key  abundances  and 
scarcities  that  shape  the  field  of  eco- 
nomics, the  substance  of  business, 
and  the  fabric  of  culture.  As  Japanese 
futurist  Taichi  Sakaiya  wrote,  "Sur- 
vival dictates  that  human  beings  .  .  . 
develop  ethics  and  aesthetics  that 
favor  exploiting  fully  those  resources 
that  exist  in  abundance  and  econo- 
mizing on  items  that  are  in  short 
supply."  That  is  how  we  exist.  We  do 
not  breathe  xenon  or  eat  platinum. 

The  canonical  abundance  of  an  era 
is  the  crucial  factor  of  production 
whose  price  is  rapidly  approaching 
zero.  Ushered  in  by  new  abundances, 
a  new  era  also  brings  new  scarcities, 
often  spawned  by  the  very  abun- 


dances that  powered  the  previous 
age.  The  sudden  reversal  can  create 
horrific  bottlenecks.  In  one  such 
reversal  we  find  both  the  source  and 
the  solution  to  the  crisis  in  storage 
management  costs. 

Reversals  of  Fortune 
We  have  just  passed  through  the 
computer  age.  The  abundance  of  that 
age  was  transistors.  Nearly  all  the 
architectures  and  structures  of  the 
computer  age,  including  storage 
devices  enslaved  to  computer  boxes, 
emerged  during  a  time  when  transis- 
tors and  the  processing  power  they 


yielded  were  abundant.  Scarce  by 
comparison  was  storage  capacity. 
And  scarcer  still  was  bandwidth  — 
those  three-kilohertz  lines  from  the 
phone  company  never  seemed  to 
grow  and  made  skimpy  T1s  seem 
heroic.  Processing,  once  the  universal 
solution,  is  now  a  perpetual  problem. 

Today  we  are  undergoing  another 
shift,  from  the  computer  era  to  the 
network  era.  In  a  great  reversal  of 
scarcities,  bandwidth  has  become 
fabulously  abundant.  This  bandwidth 
abundance  more  radically  alters  the 
old  storage  paradigm  than  even  the 
abundance  of  raw  storage  capacity. 
As  a  demonstrated  practical  potential, 


bandwidth  is  becoming  virtually  un- 
limited as  its  price  asymptotically 
approaches  zero. 

You  can  easily  put  ten  gigabits  per 
second  on  a  single  wavelength  chan- 
nel of  a  single  fiber  thread.  Systems 
coming  to  market  soon  will  put  at 
least  1,000  such  channels  in  a  single 
fiber.  That's  ten  terabits  per  second, 
closely  equivalent  to  the  bandwidth 
that  the  entire  global  telephone 
system  employs  today.  And  today  a 
single  fiber  sheath  or  cable  may  com- 
prise 864,  soon  1,125,  fibers  in  a 
single  sheath,  making  the  capacity  of 
a  single  cable  sheath  more  than  one 


petabyte  per  second,  the  total  Inter- 
net traffic  for  an  entire  month  in  1 999. 

Outside  the  Box 
No  matter  how  fantastic  the  yields  of 
the  continuing  progress  of  Moore's 
law,  compared  with  bandwidth,  pro- 
cessing power  is  now  relatively 
scarce.  This  inversion,  the  greater 
abundance  of  both  bandwidth  and 
storage  capacity  compared  with  pro- 
cessing power,  reorganized  the  com- 
puter economy  into  the  network 
economy  and  dictated  the  architec- 
ture of  the  network,  storage  system, 
and  the  computer  itself. 
The  first  consequence  was  that 
continued  on  page  8 
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Microsoft  Brings  New  Power  to  Enterprise 
Data  Centers  with  Prescriptive  Architectures 
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The  Redmond  software  giant  positions  itself 

as  the  platform  for  the  next  generation  of  data  centers 
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no  secret  that  a  significant  share  of  corporate  data  is  cre- 
d  using  Microsoft  applications  and/or  managed  on  systems 
ning  Microsoft  software.  "Beyond  the  creation  of  data,  we 
also  doing  some  really  interesting  things  in  creating  new 
oortunities  for  managed  data,"  says  Cliff  Reeves,  Vice 
jsident  of  Marketing  in  Microsoft's  Windows  NET  Server 
' :  )duct  Management  Group.  "We  are  beginning  to  see  IT  as 
ning  a  really  important  asset,  in  that  the  server  is  becoming 
shared  workspace  for  teams  of  people.  Knowledge  work- 
within  the  enterprise  are  now  creating  huge  amounts  of 
i  siness-critical  data  —  data  that  needs  to  be  shared,  secured, 
naged,  and  recovered.  It's  a  huge  corporate  asset." 

Mi  rosoft  brings  a  tremendous  amount  to  the  table  in 
ms  of  innovative  tools  and  the  kind  of  data  that  is  created 


pre-defining  and  pre-testing  the  key  combinations  of  technol-/ 
ogy,  operating  systems,  network  capability,  storage,  and  appli- 
cation software  that  our  enterprise  customers  combine  and 
use  themselves." 

Microsoft  allows  no  second-class  players  in  this  initiative. 
"Hitachi  is  a  partner  in  a  really  significant  number  of  dimen- 
sions. They  are  clearly  a  leading  player  in  storage,  as  well  as 
having  a  brand  and  reputation  that  allow  them  to  be  a  provider 
of  the  next  generation  of  storage  across  the  network." 

The  sentiment  is  echoed  at  Hitachi  Data  Systems.  "We've 
seen  for  quite  some  time  that  Microsoft  is  one  of  the  critical 
markets  for  our  future  growth,"  says  Mark  Kay,  Vice  President, 
Global  Alliances  and  Business  Development  at  Hitachi  Data 
Systems.  "Their  products  and  prescriptive  architectures  pro- 


iie  server  is  becoming  the  shared  workspace  for  teams  of  people." —  Cliff  Reeves, 
\  President  of  Marketing  in  Microsoft's  Windows.NET  Server  Product  Management  Group 


h  them,  the  company's  agenda  goes  well  beyond  that.  "It  is 
y  important  that  we  play  in  a  world  where  reliability,  scala- 
ty,  and  manageability  are  absolutely  fundamental,"  Reeves 
'S.  "You  get  that  by  deploying  best-of-breed  products,  as  well 
implementing  best  practices  and  procedures.  Those  include 
jr  choices  in  providers  and  partners,  how  you  configure  and 
up  the  equipment,  and  how  you  control  access  and  change." 
Vhile  systems  integrators  have  and  will  play  an  important 
3  in  defining  architecture,  Microsoft  sees  the  industry  as 
iving  away  from  roll-your-own  strategies.  "We  have  been 
rkmg  for  quite  some  time  with  our  largest  customers,  as 
II  as  major  suppliers  like  Hitachi  Data  Systems,  on  devel- 
ng  prescriptive  architectures,"  says  Reeves.  "This  includes 


vide  an  absolute  vital  foundation  of  a  software-hardware  values 
stack.  Microsoft  is  one  of  the  key  data  center  environments 
on  which  applications  of  the  future  will  be  built." 

Microsoft's  Reeves  says  that  his  company  is  very  focused  on 
listening  to  its  customers  and  continuing  to  better  align  itself  to 
parallel  enterprise  IT  needs.  "We're  engaging  enterprise  cus- 
tomers at  a  new  level  —  in  a  new,  more  collaborative  way.  I 
think  we're  the  people  very  best  equipped  to  take  enterprises 
into  the  new  data  center  world.  We  bring  a  perspective  that 
ranges  all  the  way  from  high-end  transactional  systems, 
advanced  technology,  and  hardware  operating  systems  to  influ- 
ential end  users.  That  is  an  absolutely  necessary  set  of  ingredi- 
ents in  the  way  data  centers  are  and  IT  organizations  think."  ■ 


continued  from  page  6 
storage  could  be  detached  from  the 
computer  with  no  delay  penalty.  Why, 
after  all,  did  we  put  the  computer  in 
the  same  box  as  its  disk  drive  in  the 
first  place?  Why  was  "direct  attached 
storage"  attached?  Only  because  the 
once  speedy  links  inside  the  comput- 
er far  exceeded  bandwidth  outside 
the  computer.  External  or  remote 
storage  brought  a  delay  penalty.  But 
in  a  world  of  bandwidth  abundance, 
networks  are  faster  than  the  com- 
puter bus  and  I/O  systems. 

Out  of  the  Jungle 
When  the  network  became  faster 
than  the  backplane,  faster  than  the 
bus,  faster  than  the  peripheral-con- 
nectors of  the  computer,  the  com- 
puter exploded  into  smithereens  out 
across  the  network,  giving  birth  to 
the  first  NAS  appliances  and  SAN 
architectures.  But  to  say  we  can 
attach  storage  to  the  network  or  con- 
nect storage  in  a  SAN  is  not  to  say 
why  we  want  to. 

One  reason  is  that  networks  are 
for  communications.  We  are  return- 
ing to  a  circuit-switched  system  that 
trades  abundant  bandwidth  for 
scarce  connectivity;  there  will  be 
more  roads  leading  out  of  the  jungle. 
These  new  pathways  will  be  con- 
structed by  paving  over  the  center  of 
the  Net,  where  it  is  currently  soft, 
with  glass,  and  by  softening  the 
edge  where  companies  and  individu- 
als access  the  network.  The  soften- 


ing at  the  edge  will  come  from  the 
softening  of  microchips,  which  are 
increasingly  becoming  dynamically 
programmable. 

Value  of  the  Network 
As  WDM  multiplies  both  sheer  band- 
width and  the  number  of  lambda 
circuits  available  to  users,  the  fiber- 
sphere  explodes  into  ever  more  par- 
allel paths,  drawing  more  users  to  the 
network  by  offering  access  to  more 
circuits.  Such  a  network  will  re- 


of  Independent  Disks)  protected  data 
housed  on  SANs  and  in  NAS  appli- 
ances within  the  enterprise  and 
around  the  globe. 

The  Weakest  Link 
How  will  storage  systems  handle 
increased  demands?  Amdahl's  law 
decrees  that  when  it  comes  to  stor- 
age systems  the  whole  is  not  better 
than  the  sum  of  the  parts.  A  system 
can  be  no  faster  than  the  slowest  link 
in  the  data  path.  Storage  systems 
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semble  the  original  circuit-switched 
network  of  the  telephone  system,  a 
system  that  was  designed  to  waste 
bandwidth  in  an  age  of  abundant 
bandwidth  for  voice  communications. 

Metcalfe's  law  (the  value  of  a  net- 
work is  proportional  to  the  square  of 
the  number  of  devices  connected  to 
it)  implies  that  the  more  terminals 
attached  to  the  network  the  greater 
the  traffic  per  terminal.  Improved  net- 
work connectivity  will  place  great 
demands  on  all  networked  storage 
devices.  The  more  roads  leading  in 
and  out  of  the  jungle,  the  more  traf- 
fic there  will  be  in  the  jungle.  The 
more  users  connected  to  the  net- 
work, the  more  user  terminals 
demanding  efficient  access  to 
cached  and  RAID  (Redundant  Arrays 


designed  with  a  shared-bus  architec- 
ture can  slow  to  a  standstill  waiting 
for  the  bus  to  handle  one  request  at 
a  time. 

Prior  to  the  deployment  of  the 
cross-bar  switch  in  the  telephone 
system's  network,  one  technology 
futurist  predicted  that  every  able- 
bodied  woman  in  the  U.S.  would  be 
employed  as  a  switchboard  operator. 
Just  as  switched  circuits  provided 
the  connectivity  essential  to  the  suc- 
cess of  the  voice  communications 
network,  intelligent  storage  switches 
will  be  integral  to  the  success  of 
enterprise  storage  systems.  An  IP- 
like  architecture  will  allow  applica- 
tions with  multiple  protocols  to  run 
anywhere. 

Storage  vendors  must  learn  the 
continued  on  page  10 
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Brocade  Communications  Provides  the  Fabric 
for  the  Intelligent  Storage  Network 
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ay's  enterprise  must  be  based  on  intelligent  networks  in  order 
apidly  deploy  new  business  strategies  and  maintain  compet- 
;  advantage.  In  turn,  intelligent  networks  rely  on  intelligent 
nectivity  between  components  such  as  servers  and  storage 
ices.  For  this  reason,  Hitachi  Data  Systems  works  very  close- 
/ith  Brocade  Communications  Systems,  Inc.,  purveyors  of  the 
Worm®  family  of  fabric  switches.  Creating,  testing,  and 
iloying  complementary  products  results 
platform  for  greater  intelligence  and 
'e  sophisticated  policy  management  soft- 
e  for  managing  storage,  applications,  and 
iputing  resources. 

The  large-scale  applications  that  corpora- 
is  are  deploying  to  fundamentally  auto- 
re  the  business  functions  require  enter- 
;e-class  storage,"  says  Jay  Kidd,  Vice 
sident  of  Product  Marketing  at  Brocade 
nmunications.  "They  require  high  avail- 
ty,  scalability,  manageability,  and  security 
i  the  fabric,  combined  with  powerful  stor- 
arrays  into  a  dynamic  storage  network, 
chi  delivers  these  capabilities  —  and  at  a 
attractive  value.  That's  why  they  are  one  of  Brocade's  highly 
ed  partners  and  one  with  whom  we  work  closely." 
\/er)  in  scenarios  where  a  single  carrier-class  Hitachi  Freedom 
age  Lightning  9960  handles  all  the  storage  needs,  this  vast 
acity  must  be  connected  to  a  variety  of  servers.  The  scenario 
Dimes  even  more  challenging  when  multiple  storage  products 
i  on-line.  "Brocade's  SilkWorm  fabric  switches  provide  the  intel- 
it  connectivity  required  to  create  a  SAN  (Storage  Area  Network) 
eliminates  the  headaches  and  limitations  of  direct-attached  stor- 
"  says  Mark  Kay,  Vice  President,  Global  Alliances  and  Business 
elopment  at  Hitachi  Data  Systems.  "You  essentially  have  the 
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"We're  talking 
about  dramatically 
shortening  the 
time  required  to  deploy 
revenue-producing 
applications." 
— Jay  Kidd, 
Vice  President 
of  Product  Marketing, 
Brocade 
Communications 


ability  to  seamlessly  scale  storage  and  servers  independently." 

Another  key  advantage  in  systems  built  on  Hitachi  storage  and 
Brocade  SAN  infrastructure  is  that  customers  can  deploy  additional 
applications  much  more  quickly  than  in  a  direct-attached  storage 
environment.  "The  intelligence  in  the  fabric  allows  the  SAN  to  be 
configured,  reprovisioned,  or  scaled  to  very  large  sizes  quickly  and 
at  reasonable  management  cost,"  says  Kidd.  "As  we  see  greater 
levels  of  virtualization,  the  time  required  to 
deploy  a  new  storage  array  or  a  new  appli- 
cation might  reduce  from  a  week  or  two  to  a 
matter  of  minutes.  We're  talking  about  dra- 
matically shortening  the  time  required  to 
deploy  revenue-producing  applications, 
which  translates  into  a  tangible  competitive 
advantage." 

Both  companies  see  their  strategic 
alliance  as  important  to  their  customers.  In 
fact,  Hitachi  Data  Systems  and  Brocade  are 
involved  with  each  other  at  every  phase  of 
the  game  —  development,  testing,  sales, 
deployment,  training,  and  service.  "Part  of  the 
way  we  can  demonstrate  our  leadership  in 
interoperability  is  through  collaboration  with  companies  like 
Brocade  to  provide  end-to-end  solutions,"  says  Kay. 

Brocade's  Kidd  sums  it  up  well:  "It  says  something  when 
customers  see  the  two  vendors  are  working  closely  together, 
not  just  on  their  transaction,  but  for  the  long  haul.  All  the  ClOs 
talk  to  each  other .  .  .  and  when  a  CIO  has  heard  from  three  or 
four  of  his  friends  that  Hitachi  Data  Systems  and  Brocade  came 
in  and  deployed  something  and  it  worked  great,  that  news 
spreads.  And  that  gives  people  a  greater  confidence  that  these 
two  vendors  will  work  together  and  deliver  a  fully  working,  well- 
supported  solution  that  will  meet  their  needs."  ■ 
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continued  from  page  8 
same  lesson  that  the  switch  and 
router  vendors  have  already  learned: 
If  you  want  to  move  data  at  gigabit 
speeds  you  need  to  implement  data 
management  functions  in  hardware 
wherever  possible.  Storewidth  class 
efficiencies  will  develop  as  more  and 
more  storage  networking  functions 
migrate  into  the  switches. 

Switching  Focus 
Famed  business  philosopher  and 
management  theorist  Peter  Drucker 
has  said  that  the  key  profits  of  any 
era  go  to  those  companies  that  can 
supply  the  missing  link  that  consum- 
mates or  completes  a  system  — 
removes  the  bottlenecks. 

To  handle  the  onslaught  of  de- 
mand, storage  systems  must  blast 
open  the  bottlenecks  of  the  shared- 
bus  architecture.  Carrier-class  storage 
calls  for  SANs  that  mimic  the  non- 
blocking  switched  architecture  of  the 
Internet.  Software-intensive  storage 
servers  that  were  designed  primarily 
for  computation  become  I/O  bound  in 
today's  high-throughput  networks.  To 
avoid  the  I/O  bottleneck  between 
users  and  their  data,  NAS  appliances 
sitting  in  the  data  path  must  adopt  a 
parallel  server  architecture  that  more 
resembles  a  switch  and  conforms  to 
the  naturally  parallel  optics  at  the 
center  of  the  network. 

Storewidth  servers  must  match  the 
parallel  flood  of  photons  with  parallel 
paths  of  electronic  processing  and 


relinquish  some  of  the  general-pur- 
pose flexibility  of  the  microprocessor. 
Firms  are  pursuing  these  billion-dollar 
storewidth  challenges  with  frenzied 
ingenuity  and  creativity.  The  Gilder 
Technology  Report  covers  the  com- 
petitors in  our  monthly  newsletter, 
and  every  month  we  are  serially 
impressed  by  the  ingenuity  being 
brought  to  bear  on  the  problem. 

The  storage  server  market  is,  by 
some  measures,  already  as  much  as 
four  times  as  large  as  the  market  for 
traditional  general-purpose  servers. 
That  is  the  sort  of  consideration  that 


scheme  able  to  span  multiple  loca- 
tions allowing  for  centralized  backup 
and  distribution  of  data  to  all  250 
office  locations.  Globally  dispersed 
enterprises  want  storage  as  a  utility. 

Nonlimiting  partnerships  between 
the  various  storewidth  players  are 
essential  to  achieving  this  goal.  Con- 
trolling storage  infrastructure  opera- 
tional and  management  costs  will 
require  SAN-to-SAN  connectivity.  As 
Hitachi  Data  Systems  COO  Dave 
Roberson  told  us  recently,  "No  SAN 
is  an  island.  A  network  demands  thai 
vendors,  partners,  and  competitors 


Storewidth  servers  must  match  the  parallel  floq 
photons  with  parallel  paths  of  electronic  proce 


has  prompted  long-term  veterans  of 
the  general-purpose  server  market, 
like  Hitachi  Data  Systems  and  Sun 
Microsystems,  to  shift  focus  to  the 
storewidth  market. 

Spanning  the  Globe 
Enterprises  want  the  ability  to  pool 
the  contents  of  disparate  or  geo- 
graphically dispersed  enterprise  data 
centers.  Companies  like  Merrill  Lynch, 
with  over  250  offices  around  the 
globe,  or  Morgan  Stanley,  with  609 
corporate  data  centers,  are  not  keen 
on  managing  and  maintaining  backup 
systems  at  each  and  every  location. 
Global  financial  service  institutions 
would  benefit  from  a  visualization 


work  together  to  solve  the  needs  o 
the  consumer.  No  one  company  car 
be  as  good  as  the  sum  of  the  parts 
The  establishment  of  a  global  storage 
network  requires  all  of  us  working 
together." 

SAN  providers  need  the  right  com 
bination  of  partnership  technologie; 
and  services  to  deliver  the  level  o 
data  security  and  availability  requirec 
by  the  modern  global  enterprise.  Sur 
Microsystems  believes  that  unlike 
direct  attached  storage,  which  v. 
often  purchased  as  a  set  of  poin 
products,  networked  storage  solu 
tions  demand  a  higher  degree  of  inte 
gration  and  support. 

Storage  service  provider  (SSP 
continued  on  page  I 
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un  Offers  Mission-Critical  IT  Infrastructure  and 
upport  Incorporating  Hitachi  Freedom  Storage  Products 
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World-class  Sun  servers,  storage,  software,  and  services  combine 
to  ensure  application  service  delivery  to  high-end  data  centers 


i  Microsystems,  Hitachi,  Ltd.,  and  Hitachi  Data  Systems  recent- 
signed  a  multibillion-dollar  agreement  that  extends  the  Sun 
>rEdge  product  line  and  brings  greater  performance,  availability, 
i  scalability  with  lower-cost  architecture  to  high-end  data  center 
/ironments.  The  Sun  StorEdge  9900  series  is  a  superset  of  the 
rier-class  Hitachi  Freedom  Storage  Lightning  9900  family.  The 
ji  product  incorporates  joint  mission-critical  support  centers,  cer- 
;ation  for  Sun  Cluster,  a  comprehen- 
3  suite  of  storage  software,  and  more, 
th  its  industry-leading  Sun  Enterprise 
J  Sun  Midframe  servers,  this  fusion  in 
ducts,  technology,  and  services  yields 
J-to-end  solutions  specifically  tailored 
the  demands  of  the  glass  house 
I  ere  massive  heterogeneity,  storage 
isolidation,  and  extreme  availability  are 
uired. 

Sun  is  focused  on  delivering  superior 
age  products  that  meet  the  require- 
ts  of  our  customers  from  the  work- 
p  through  the  high-end  data  center," 
Mark  Canepa,  Executive  Vice  Pres- 
it,  Sun  Network  Storage.  "Traditional  glass-house  environments 
|  jire  availability  approaching  six  sigma,  along  with  extreme  levels 
>erformance  and  connectivity.  This  is  what  led  us  to  our  rela- 
ship  with  Hitachi  Data  Systems.  By  integrating  their  best-of-class 
I  vend  storage  systems  with  Sun's  industry-leading  servers  and 
wl«,»ware'  we  are  able  to  provide  an  integratable  stack  that  delivers 
imum  application  service  levels  to  our  data  center  customers." 
We  are  delighted  to  team  up  with  Sun  to  change  the  land- 
pe  of  the  storage  industry,"  says  Dave  Roberson,  Hitachi  Data 
terns'  Chief  Operating  Officer.  "With  the  vast  reach  of  Sun's 
3S  and  marketing  organization,  the  benefits  of  Hitachi 


"Sun  is  focused  on  delivering 
superior  storage  products 
that  meet  the  requirements 

of  our  customers  from 
the  workgroup  through  the 
high-end  data  center." 

—  Mark  Canepa, 
Executive  Vice  President, 
Sun  Network  Storage 


Freedom  Storage's  reliability  and  scalability  will  become  available 
to  far  more  customers  worldwide  than  ever  before.  Moreover, 
our  existing  customers  will  gain  the  benefit  of  using  Sun's  stor- 
age software  like  HighGround  SRM." 

The  Lightning  9900's  extreme  connectivity,  including  sup- 
port of  multiple  open  systems  platforms  and  mainframes,  was 
just  one  of  the  factors  leading  to  Sun's  decision.  "We  analyzed  all 
of  the  vendors  that  you  would  expect," 
Canepa  recalls.  "We  tested  the  day- 
lights out  of  this  box.  It  outperformed 
the  competition  in  all  respects.  The 
Lightning  9900's  switched-fabric  archi- 
tecture and  linear  performance  under 
heavy  load  were  quite  impressive." 

Sun  took  Hitachi  Data  Systems' 
relationship  with  another  Unix  vendor  — 
Hewlett-Packard  —  as  a  positive. 
"Hitachi  Data  Systems  was  the  only 
company  on  our  list  that  had  success- 
fully put  together  a  relationship  with 
another  server  vendor,"  Canepa  ex- 
plains. "This  signified  to  us  that  they 
had  the  experience  necessary  to  shorten  the  start-up  ramp. 

"Our  relationship  is  predicated  from  the  start  to  leverage  the 
sales,  systems  engineering,  and  support  organizations  that  are 
required  to  help  make  a  customer  successful,"  Canepa  concludes. 
"We  are  starting  with  Hitachi  product  and  building  incremental  ser- 
vices on  top  of  it  that  you  can  only  get  from  Sun.  This  includes  joint- 
ly staffed  mission-critical  support  centers  worldwide,  along  with  the 
things  that  Sun  customers  expect,  like  certification  for  Sun  Cluster, 
ongoing  certification  and  performance  programs,  and  support  for 
ongoing  product  releases.  Most  importantly,  customers  can  get  sup- 
port for  the  entire  IT  stack  with  a  single  phone  call."  H 


continued  from  page  10 
StorageNetworks  remotely  manages 
50  terabytes  of  data  stored  by  Hitachi 
in  the  metro  New  York-area  Merrill 
Lynch  data  centers  from  the  Storage- 
Networks  Global  Operations  Center 
in  Waltham,  Massachusetts.  Carrier- 
class  Internet  Data  Centers  (IDCs), 
located  in  optimal  locations  for  gain- 
ing increased  connectivity,  supply  the 
reliability,  dedicated  bandwidth,  re- 
dundant systems  and  power  sup- 
plies, and  high-level  security  required 
to  marry  storage  to  the  Net. 

With  many  enterprises  there  will 
remain  a  trust  issue.  Enterprises  con- 
tinue to  have  difficulty  physi- 
cally handing  data  over  to 
an  SSP,  heightening  the  de- 
mand for  storage  systems 
with  remote  storage  manage- 
ment capabilities.  Internet 
data  and  co-location  centers  will  play 
a  significant  role  in  providing  virtual 
storage  to  locations  where  enterpris- 
es do  not  wish  to  locate  or  cannot 
accommodate  physical  storage,  such 
as  satellite  offices  where  employees 
have  little  or  no  technical  expertise. 

Battling  Storewidth  Scarcities 
The  fight  against  latency  partly  ex- 
plains the  rise  of  both  the  IDC  and  the 
SSP.  In  its  ideal,  the  Net  is  nonlocal 
and  instantaneous,  so  words  like  dis- 
tributed and  centralized  lose  their 
ordinary  meaning.  We  "centralize" 
data  in  large  data  centers  straddling 
the  big  bandwidth  long-haul  links  of 


the  Net  in  order  to  "distribute"  it  to 
the  end  user. 

One  reason  we  do  this  is  to  battle 
speed-of-light  latencies.  The  maxi- 
mum velocity  of  the  universe  be- 
comes a  relative  scarcity  in  an  era  of 
bandwidth  abundance.  A  steadily 
rising  share  of  turnaround  time 
migrates  to  light-speed  latency.  It 
takes  about  30  milliseconds  to  cross 
the  continent  and  twice  that  to  cross 
the  oceans  to  other  continents,  and 
about  ten  milliseconds  between  cities 
on  the  East  Coast. 

These  speed-of-light  delays  may 


seem  tolerable  until  you  realize  that  in 
the  current  Internet  topology,  the 
average  packet  makes  17  hops 
before  arriving  at  its  final  destination. 
The  average  Web  page  has  between 
20  and  25  objects  on  it,  each  needing 
to  be  independently  fetched  and 
requiring  TCP/IP  acknowledgments  of 
to  and  fro  transactions.  Multiply  25 
objects  by  17  hops,  times  ten  mil- 
liseconds, to  be  conservative,  and 
that's  over  a  four  seconds  basic 
speed-of-light  delay  for  an  average 
Web  page  on  the  Net  with  its  current 
topology.  Four  seconds  is  completely 
unacceptable  and  inimical  to  the  busi- 
ness plans  of  the  thousands  and 


thousands  of  companies  that  are  bet- 
ting on  the  emergence  of  a  broad- 
band Internet. 

When  you  can't  increase  the  speed, 
the  only  answer  is  to  shorten  the  dis- 
tance. I  can't  increase  my  speed  down 
the  Massachusetts  Turnpike  from  Lee 
to  Boston,  no  matter  how  many  lanes 
they  add  to  the  highway.  My  round-trip 
time  is  fixed  by  the  speed  limit  and  the 
power  of  my  automobile,  and  the  only 
solution  is  written  on  the  sign  that  I 
see  at  the  other  end  of  the  Massa- 
chusetts Turnpike  that  says,  "If  you 
lived  here,  you'd  be  home  now." 


With  light-speed  latency  as  the  fun- 
damental limit,  data  must  be  moved 
closer  to  the  user,  even  if  it  means 
moving  multiple  copies  of  data  far- 
ther from  the  data  source.  And  it 
really  has  to  be  moved  close  enough 
to  the  user  so  that  the  total  delay  is 
under  100  milliseconds.  Once  you 
understand  this  collision  with  the 
light-speed  limit,  you  understand  that 
caching,  remote  mirroring,  and  sta- 
tistics reporting,  and  remote  man- 
agement capabilities  in  general, 
all  become  the  key  focuses  of 
storewidth  companies. 

And  yet,  as  important  as  the  speed 
of  light  is  as  a  limit  and  locus  of  latency, 
continued  on  page  15 


Internet  data  and  co-location  centers  will  play  a  signif) 
role  in  providing  virtual  storage  to  locations 
where  enterprises  cannot  accommodate  physical  stoi 


Sun  and  Hitachi  announce  a  new 
concept  in  storage:  Choice. 


In  the  past,  there  was  only  one  way  to  go:  Expensive.  Monolithic.  Closed.  But 
now  Sun  and  Hitachi  are  bringing  choice,  control  and  affordability  to  the  world  of 
high-end  data  storage.  Announcing  the  new  Sun  StorEdge™  9900  series,  which 
extends  Sun's  storage  line  to  glasshouse  data-center  environments  and  gives  you 
a  choice,  while  helping  to  ensure  five-9s  availability  and  performance.  And  unlike 
the  alternative,  you  also  get  control.  Control  of  your  data  when  and  how  you 
need  it,  without  relying  on  your  storage  vendor  to  give  it  to  you.  And  it's  more 
affordable,  with  a  cost-effective  architecture  that  lets  you  buy  as  your  storage 
needs  grow.  You  pay  less  up  front  and  less  over  time,  with  service  and  software 
costs  that  match  your  usage. 

With  Sun,  you  can  choose  from  the  massive  scalability  of  the  Sun  StorEdge  T3 
enterprise  array  to  the  extreme  availability  and  performance  of  the  new  9900  series. 
And  they  both  come  with  some  of  the  best  storage  management  software,  service 
and  support  in  the  industry.  Giving  you  an  integratable  stack  from  a  systems 
vendor  who  is  both  #1  in  UNIX*  servers  and  #1  in  worldwide  UNIX  storage. 

To  seize  control  of  your  data,  go  to  sun.com/control. 
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VERITAS  Software  Brings  Simplicity 

and  Optimization  to  the  intelligent  Storage  Utili 


by  Jeff  Burger 


The  leading  software  for  intelligent  storage  becomes  ubiquitou 


Software  plays  a  key,  unifying  role  in  the  industry  trend  toward 
intelligent  storage  —  and  no  software  company  is  further 
ahead  of  the  curve  than  VERITAS.  "Like  Hitachi  Data  Systems, 
our  vision  down  the  road  is  one  of  storage  utilities,"  says  John 
Maxwell,  Vice  President,  Product  Marketing  at  VERITAS  Soft- 
ware. "That  means  placing  intelligence  in  the  various  compo- 
nent devices.  While  a  lot  of  people  have  the  perception  that 
VERITAS  is  mainly  a  host-based  software  company,  our  soft- 
ware can  actually  run  on  anything  that  has  a  processor. 

"We  are  making  sure  that  a  Global  2000  company  can  have 
common  tools  in  how  they  manage  data  regardless  of  their 
storage  network  architecture,"  Maxwell  continues.  "They 


that  less  than  50  percent  of  the  average  open  systems  di 
utilized.  By  working  with  Hitachi  and  providing  intelligent 
age  software  solutions,  we  can  drive  the  utilization  of  th; 
to  80  percent  or  90  percent  with  the  confidence  that  you'n 
going  to  have  a  space  problem.  So  if  we  provide  the  one 
punch  of  Hitachi  as  best-of-breed  hardware  and  our  inteHig 
in  software,  our  customers  are  going  to  have  a  lower  total 
of  ownership  on  a  major  component  of  their  IT  budgets.' 

For  VERITAS,  placing  emphasis  on  working  with  Hitach 
no-brainer.  "The  fact  is  that  they  are  now  a  tier-one  pla< 
Maxwell  states.  "We  have  focused  more  with  Hitachi  ir 
past  six  months  than  we  have  in  six  years.  Hitachi  is  the 


"Our  customers  are  going  to  have  a  lower  total  cost  of  ownership  on  a  major  componen) 
their  IT  budgets." — John  Maxwell,  Vice  President,  Product  Marketing  at  VERITAS  Sojtu 


could  take  the  form  of  a  lot  of  different  technologies  out  there. 
It's  really  irrelevant  to  us.  We  just  want  to  provide  the  intelli- 
gent software  layer  that  yields  the  continuity  and  a  common 
means  of  management.  So  we  are  making  sure  that  our  intel- 
ligent source  software  stack  is  propagated  on  all  devices  in  the 
storage  network  —  whether  they  are  host-based  or  embedded." 

VERITAS  products  address  two  major  areas  of  importance  — 
simplicity  and  optimization.  "The  problem  out  there  is  that  the 
average  IT  storage  environment  is  growing  at  rates  of  100  per- 
cent to  400  percent  per  year,"  Maxwell  points  out.  "Yet  staffing 
is  certainly  not  increasing  to  match.  The  only  way  to  keep  up  is 
by  simplifying  management  tasks. 

"Regarding  optimization,"  Maxwell  continues,  "analyst 
reports  tell  us  that  50  percent  of  today's  IT  budgets  are  con- 
sumed by  storage  —  and  that  figure  is  supposed  to  rise  to  75 
percent  or  80  percent  by  2003.  Yet  another  recent  study  states 


and-coming  player.  Two  years  from  now,  there  won't  be 
question  who  is  the  number-one  enterprise  storage  provn 
The  close  relationship  between  Hitachi  Data  Systems 
VERITAS  allows  for  very  tight  integration  of  software  and 
ware.  "Hitachi  is  the  technology  leader  in  enterprise  stc 
hardware,"  says  Mark  Kay,  Vice  President,  Global  Alliances 
Business  Development  at  Hitachi  Data  Systems.  "VERIT 
the  leader  in  High  Availability  from  a  software  perspec 
With  this  combination,  Hitachi  Data  Systems  is  now  able 
beyond  hardware  to  offer  end-to-end  solutions  coverinc 
entire  spectrum  from  the  application  down.  We're  deplo 
installing,  and  supporting  VERITAS  software  with  Hi' 
Freedom  Storage  systems  to  give  our  customers  increm 
performance,  availability,  and  scalability.  Jointly,  we  create 
nificant  competitive  advantage  that  differentiates  us  from  t 
offerings  in  the  marketplace." 
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continued  from  page  12 
it  represents  a  minority  of  the  prob- 
lem. Like  the  speed-of-light  limit  and 
the  traffic  jam  at  the  file  server,  the 
shortage  of  IT  talent  and  the  excess- 
es of  IT  payroll  are  two  limits  that 
point  to  the  consolidation  of  storage 
\  out  on  optimal  locations  on  the  Net. 
t  Consolidated  storage  is  inherently 
- : ■•'  i  easier  to  manage.  The  purpose  of  the 
aggregated  storage  model  is  the  con- 
nection of  storage,  relatively  scarce 
computer  power,  bandwidth,  and 
manageability.  The  issue  of  manage- 
ability will  only  intensify  as  distributed 
applications  become  more  pervasive. 
Housing  all  of  your  equipment  in  a 
high-level  Internet  data  center  —  con- 
trolling your  storage,  bandwidth,  and 
processing  power  from  one  central- 
ized facility  —  can  cut  your  IT  tab  by 
half  or  more. 

/0n't b  Winning  the  Battle 

The  cost  and  sluggishness  of  network 
build-out  has  held  back  progress  and 
|  deployment  of  remote  storage  and 
storage  management  solutions.  Enter- 
■  prise  networks  cannot  scale  gracefully 
when  waiting  four  to  six  months  for 
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the  telcos  to  provision  a  new  circuit. 
And  as  Hitachi  Data  Systems'  Chief 
Technologist  Hu  Yoshida  recently 
noted,  "Many  enterprises  have  been 
reluctant  to  pay  close  to  $1 50  per  foot 
to  dig  up  the  street  and  lay  cable  or  to 
outsource  for  fear  that  an  act  of  God  or 
a  backhoe  fiber  cut  will  isolate  them 
from  their  data." 


The  supreme  force  of  economic  and 
cultural  change,  and  the  ultimate 
weapon  of  the  storewidth  era,  is  optical 
bandwidth.  Petabits  per  second  of  traf- 
fic will  explode  down  the  paths  of  light. 
The  familiar  Sun  epigram,  "the  network 
is  the  computer,"  will  not  suffice  unless 
the  network  morphs  into  a  colossal  stor- 
age system. 

Storage  has  become  as  important 
to  any  enterprise  as  power  and  run- 
ning water.  Storage  utility  companies 
will  be  required  to  offer  and  meet 
comprehensive  SLAs  (Service  Level 
Agreements),  guaranteed  to  meet  on- 
site  or  remote  management,  scalabil- 
ity, and  interoperability  enterprise 


The  storage  industry  must  embrace 
the  fibersphere.  Storewidth  is  what 
happens  when  storage  confronts  the 
exploding  potentials  of  the  network. 
My  experience  shows  me  that  the 
storewidth  marketplace  is  far  richer 
and  deeper  and  more  efflorescent  with 
clustering  troves  of  enterprise  than  I 
readily  imagined.  After  centuries  of 
misanthropic  economists  treating 
humans  as  mass  men  or  assembly-line 
cogs,  the  power  of  individual  minds  is 
now  detonating  across  the  Net. 

Wasting  bandwidth  to  achieve  con- 
nectivity will  extend  the  reach  of  stor- 
age and  contribute  to  the  evolution  of 
a  storage-centric,  global  optical  net- 


The  maximum  velocity  of  the  universe  becomes  a 
relative  scarcity  in  an  era  of  bandwidth  abundance. 


needs.  SSPs  must  strategically  align 
themselves  with  Internet  data  cen- 
ters. IDCs  will  provide  the  connectiv- 
ity, security,  and  global  footprint 
required  for  SSPs  to  meet  strict 
SLAs. 

To  battle  the  IT  shortage,  network 
latencies,  and  speed-of-light  and  cus- 
tomer-time scarcities,  data  must  be 
immune  to  location.  Remote  mirror- 
ing allows  persistent  data  and  meta- 
data to  be  located  in  IDCs  around  the 
globe.  Improved  connectivity  between 
data  centers  will  further  open  up  the 
remote  storage  market.  The  physical 
location  of  enterprises  and  enterprise 
data  will  be  trivial. 


work.  WDM  advances  will  help  to 
aggregate  disparate  networks  into 
managed  optical  networks  capable  of 
accommodating  all  flavors  of  native 
storage  networking  protocols.  The  all- 
optical  network  will  facilitate  data  dis- 
tribution and  SAN-to-SAN  connectivity. 
The  enterprise  will  become  external 
as  data  moves  out  of  the  basement 
and  beyond  the  jungle  walls  of  the 
isolated  corporate  data  centers,  trans- 
forming the  enterprise  network  into  a 
global  storewidth  network.  ■ 

All  product  and  company  names  may 
be  trademarks  or  registered  trademarks 
of  their  respective  holders. 
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Your  business  needs  to  be  flexible.  So  does  your  storage 
software.  Hitachi  Freedom  Storage  Software. 


The  new  enterprise  must  be  njmfale  enough  to  make  decisions  instantly,  agile  enough  to  change 
direction  swiftly.  So  you  have  to  manage  your  information  with  the  same  flexibility.  You  can  with 
Hitachi  Freedom  Storage™  Software.  Our  infrastructure  enables  maximum  freedom.  Freedom  to  manage 
your  information  any  way  you  choose.  Want  to'liberate  your  company  from  the  bonds  of  the  past? 
Go  to  www.hds.com/12. 
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IE  FORBES  400  GIVING 


Did  Money,  Old  Virtues 


i/hat's  the  right 
ray  for  a  billionaire 
3  help  the  poor? 
here  are  two  paths 
3  take,  with  very 
ifferent  results. 

'  MYRON  MAGNET 

gm  CENTURY  AGO  IT  WAS  AN- 
m^k  drew  Carnegie.  Mow  it's  Bill 
■  Gates.  A  fortune  is  amassed, 
and  then  most  of  it  is  given 
W  ^^away.  It  is  likely  that  a  large 
I  jWtion  of  the  $946  billion  of  private 
■  !{?alth  represented  in  these  pages  will 
I  ||td  its  way  into  charitable  endeavors. 
I  As  there  are  different  approaches  to 
Heating  wealth,  there  are  different  ap- 
j  loaches  to  giving  it  away.  It  is  oversim- 
plifying only  a  little  to  say  that  there  are 
lira  ways  to  be  charitable,  an  old-fash- 
ned  way  and  a  modern  one,  and  that 
!!ey  have  very  different  results.  You  can 
i('preciate  the  contrast  by  comparing 
lie  works  of  two  folks  on  The  Forbes 
lO — Theodore  Forstmann  (see)  and 
Id  Turner  (see). 

I  Forstmann  has  given  away  upwards 
if  $200  million  to  the  Children's  Schol- 
iship  Fund,  which  offers  free  private- 
•nool  tuition  to  indigent  kids  willing 
I  d  able  to  do  the  work  it  takes  to  stay  in 
iool.  This  is  a  very  old-fashioned  ap- 
■loach,  one  that  makes  moral  iudg- 
Hlents  about  potential  beneficiaries. 
Ipntrast  Turner's  $1  billion  pledge  to 
||e  United  Nations,  an  organization 
t,  by  and  large,  adopts  the  modern 
proach.  The  U.N.  makes  moral  dis- 
ctions  not  among  individuals  but 
ong  nations.  Poverty,  in  this  world 
',  is  caused  by  large  economic  forces, 


and  it  is  the  job  of  the  philanthropist  to 
combat  these  forces. 

Philanthropy  changed  dramatically 
in  the  1960s.  Until  then,  most  Ameri- 
cans believed  that  neediness  was  only 
occasionally  a  material  question  alone: 
as  when  a  sober  workman  needed  cash 
assistance  while  recovering  from  an  in- 
jury or  a  new  widow  needed  tiding  over 
until  she  could  find  work.  More  often, 
charity  went  beyond  just  handing  out 
cash.  Philanthropy  in  the  19th  and  early 
20th  centuries  concentrated  on  educa- 
tion and  acculturation,  on  moral  recla- 
mation— on  turning  lives  around  and 
getting  people  on  the  right  track.  It 
cared  for  the  mind  and  soul,  not  just  the 
body.  Abhorring  the  idea  of  dependency 
and  marginalization,  it  aimed  to  make 
its  beneficiaries  self-sufficient  and  to 
bring  them  into  the  mainstream:  to 
make  them  fully  American,  fully  work- 
ing class — or,  even  better,  middle  class. 

Traditional  American  charity  stressed 


Charity  the  old-fashioned  way:  From  1863  to 
1938  New  York  City's  Catholic  Protectory 
helped  100,000  children  out  of  the  gutter. 

the  skills  and  attitudes  of  self-reliance 
and  personal  responsibility;  it  aimed  to 
spark  an  inner  change  by  inculcating 
missing  virtues  and  skills  that  allowed  re- 
cipients to  succeed  on  their  own.  Secular, 
or  (as  was  frequently  the  case)  religious, 
charity  was  heavily  values-laden. 

In  the  19th  century  the  Catholic 
Protectory  in  New  York  ran  a  residential 
school  that  rescued  orphaned  or  aban- 
doned kids,  mosdy  Irish,  who  roamed 
the  city's  streets,  ragged  and  often  dan- 
gerous. Between  1863  and  1938  it  social- 
ized something  like  100,000  youngsters 
who  might  have  grown  up  to  be  low- 
lifes,  if  they  grew  up  at  all. 

The  school  aimed  to  make  its 
charges  law-abiding  and  useful  citizens 
by  means  of  a  clear  set  of  faith-based 
values,  stressing  responsibility  and  re- 
spect. "Our  great  aim,"  explained  Pro- 
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tectory  founder  Levi  Ives,  "is  to  mold 
their  hearts  to  the  practice  of  virtue." 
The  Protectory  kindled  self-esteem  hy 
constantly  assuring  the  kids  that  they 
were  the  children  of  a  loving,  all-power- 
ful God,  even  if  their  own  parents  had 
abandoned  them.  It  taught  discipline 
and  structure  through  military-style 
drills  and  group  music-making,  where 
they  learned  to  play  an  individual  part 
in  a  larger,  transcendent  harmony.  Their 
academic  and  vocational  courses  al- 
lowed most  to  become  skilled  trades- 
men and  some  to  attend  college. 

All  this  went  up  in  smoke  during  the 
1960s.  You  can  trace  the  change  in  such 
monuments  of  philanthropy  as  the  great 
charitable  foundations  or  the  annual 
New  York  Times  "Hundred  Neediest 
Cases"  appeal.  Its  typical  beneficiary  for 
the  half-century  following  its  founding 
in  1912  was  the  delicate  wife  working 
long  hours  to  support  three  babies  and  a 
husband  dying  of  TB.  Or  the  "little 
mother,"  a  19-year-old  orphan  working 
hard  as  a  showgirl  to  earn  enough  to 
care  for  her  younger  siblings.  The  bene- 
ficiaries were  people  doing  everything 
right,  who  needed  help  in  overcoming 
temporary  (though  grievous)  misfor- 
tune. They  were  called  the  "deserving 
poor" — those  trying  to  play  by  the  rules 
and  help  themselves — as  opposed  to  the 
"undeserving  poor,"  whose  self-destruc- 
tive and  antisocial  behavior  helped 
cause  their  troubles. 

During  the  1960s  the  focus  of  phil- 
anthropy shifted  from  the  personal  to 
the  systemic,  and  from  the  moral  to  the 
political.  If  people  were  poor  and  in 
need,  no  longer  were  they  assumed  to 
be  victims  of  misfortune  or  in  need  of 
developing  the  skills  or  moral  qualities 
to  succeed  on  their  own.  Instead,  they 
were  victims  of  the  vast,  impersonal 
forces  of  capitalism  or  racism  that 
doomed  them  to  failure,  regardless  of 
their  own  efforts  or  inner  qualities.  To 
help  them,  philanthropists  would  need 
to  become  political  activists  and  lobby- 
ists for  ever-increasing  government  ben- 
efits. Charity  became  a  wholesale,  rather 
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than  a  retail,  enterprise. 

The  Ford  Foundation's  Gray  Areas 
project,  which  turned  out  to  be  the  pilot 
program  for  the  Johnson  Administra- 
tion's failed,  costly  War  on  Poverty,  is  a 
luminous  case  in  point.  So  is  the  foun- 
dation's support  of  Mobilization  for 
Youth,  an  in-your-face  group  that  agi- 
tated for  increased  welfare  spending, 
trapping  hundreds  of  thousands  of  New 
York  women  in  welfare  dependency. 

By  the  end  of  the  1960s  the  New  York 
Times  "Neediest  Cases"  appeal  was  filled 
with  drug-using  or  alcoholic  single 
mothers  dependent  on  welfare,  whose 
■     

The  poor  may 
need  a  moral 
and  spiritual 
transformation 

more  than 
material  aid. 


dysfunctional  behavior  the  Times  as- 
cribed to  the  environment  to  which  so- 
ciety had  consigned  them.  No  one  sug- 
gested that  any  of  these  needy 
individuals  was  creating  her  own  misery 
(and  that  of  her  children) — or  that  true 
charity  might  help  her  stop  the  self-de- 
structive (and  immoral)  behavior  that 
was  her  real  problem. 

Such  is  the  world  view  of  many  of 
today's  most  prominent  philanthropic 
organizations — the  NAACP,  the  Chil- 
dren's Defense  Fund,  the  pro  bono  op- 
erations of  some  of  the  big  law  firms.  At 
the  start  of  the  1970s  Catholic  Charities 
changed  its  focus  from  charity  to  indi- 
viduals to  combating  "the  root  causes  of 
poverty  and  oppression"  by  means  of 
"social  action"  and  "making  a  contribu- 
tion to  the  formation  of  public  policy." 
A  far  cry  from  the  vision  of  the  Catholic 
Protectory  100  years  earlier. 


If  the  Welfare  Reform  Act  of  19 
suggests  anything,  it  is  that  most  Ame 
cans  believe  the  modern  approach 
helping  the  poor  has  been  a  tragic  k 
ure,  luring  millions  of  people  into  li 
times  of  dependency,  stripping  aw 
their  dignity  and  making  poverty  an  i 
tergenerational  inheritance  even  as  t 
national  economy  has  boomed  and  d 
portunity  has  proliferated.  Nearly 
trillion  later,  the  U.S.  has  proved  tr 
money  alone  does  not  solve  problems 

Now  our  ideas  about  charity  a 
changing  once  more,  and  in  a  mu 
healthier  direction.  You  can  see  th 
change  in  New  York's  Doe  Fund  and 
irrepressible  head,  George  McDona. 
He  was  once  a  noisy  advocate  for  t 
homeless,  preaching  that  all  they  need 
was  "housing,  housing,  housing."  B 
when  he  looked  closely  at  them,  he  re; 
ized  their  problem  was  their  own  beha 
ior,  since  the  overwhelming  majority 
them  were  drug  users,  alcoholics, 
both.  They  had  to  have  a  change  of  hes 
and  take  control  of  their  lives,  McDo 
aid  came  to  believe.  So  he  required  the 
in  his  program  to  kick  drugs  and  boo; 
to  labor  daily  in  the  organizatior 
street-cleaning  program  and  to  wo 
with  a  job  counselor.  Over  half  the  gra 
uates  end  up  in  their  own  apartmer 
with  regular  jobs— remarkable  for  pe 
pie  who  had  hit  bottom. 

You  can  see  the  change,  too,  in  Pre 
ident  Bush's  Faith-Based  and  Comm 
nity  Initiative,  which  rests  on  the  id 
that  the  worst-off  may  need  a  moral  ar 
spiritual  transformation  more  than  th' 
need  material  aid.  It  has  taken  us  a  loi 
detour  to  return  to  this  understanding 
detour  costly  in  dollars  and  in  hum; 
wreckage;  but  now  that  we  have  regains 
our  bearings,  we  can  be  confident  th 
our  philanthropic  giving  will  do  good 
those  we  sincerely  aim  to  help. 

Myron  Magnet,  the  editor  of  the  Manha 
tan  Institute's  City  Journal,  is  editor 
What  Makes  Charity  Work?  A  Centui 
of  Public  and  Private  Philanthropy  (Ivc 
R.  Dee,  2000). 
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THE    STRAIGHT    GOODS    ON    e-BUSINESS  PLATFORMS 


|E  WHOLE  e-BUSINESS 
THING  IS  A  FAD. 

Ihing  could  be  further  from 
truth.  In  times  of  economic 

J/nturn,  it  may 

In  prudent  to 
the  whole 

Lsiness  issue 

the  backburner. 

|  it's  not.  Tough 

es  call  for  speed, 

Ibleness  and  agility 

re  than  ever.  The 
to  get  smart  and 

llement  e-Business 

Itions  for  your 

corners  is  today. 

|E  INTERNET  CHANGES 
EVERYTHING. 

j Internet  does  not  change 
rything.  It  doesn't  change 
jbusiness  rules  that  run  your 
)pany.  Or  the  infrastructure 
I've  spent  years  building.  Or 
mature  of  your  business.  Or 
r  need  to  generate  revenues 
profit. 

| Internet  is  obviously  a  critical 
:  of  any  e-Business.  But  the 
Irnet  is  only  a  common  set 
jrotocols  for 
Jtransport 
riformation. 
riow  well  you 
■age  that 
Irmation 

determines 
Isuccess  of 

business. 

IT'S  A 
|)NE-BRAND  WORLD. 

I  myth  surrounds  just  about 
|y  significant  e-Business 

form  discussion.  Virtually 
|y  purveyor  of  e-Business 
forms  touts  their  version  of 

"one-brand"  world.  Their 
fd,  of  course.  Big  surprise. 

/base,  we  know  it's  just  not 
Countless  brands  compete, 


cooperate  and  commingle  inside 
your  company.  It's  laughable  to 
pretend  that  any  one  external 
organization  can  "standardize"  all 
the  various  protocols,  systems, 
components,  new  technologies, 
languages,  databases  and  vendor 
relationships  that  your  business 
depends  on  to  succeed. 

Our  open  e-Business  platform 
embraces  diversity.  Making  all  of 
this  stuff  work  together  is  what 
our  stuff  is  all  about. 

A  WEBSITE  IS  A  PORTAL. 
A  PORTAL  IS  AN  e-BUSINESS. 

Well,  not  quite.  A  website  is  not  a 
portal.  And  even  if  it  was,  a  portal 
is  not  an  e-Business. 

Portals  and  websites  along  with 
application  servers,  databases, 
customer  relationship  programs, 
automated  supply  chains,  an 
efficiently  connected  field  force 
and  the  rest  of  your  back  office 
are  all  vital  components  of  an 
e-Business.  It's  making  them 
work  together  that's  the  trick. 

Unless  data  has  the  ability  to 
travel  from  a  customer's  pager  to 
your  trusty  S390 
mainframe  and 
then  back  to  your 
customer  via  cell 
phone,  you  may 
very  well  have  a 
website,  but  you 
really  don't  have 
an  e-Business. 

Our  proven  e-Business  platform 
totally  delivers  this  end-to-end 
functionality.  It  integrates  every 
single  aspect  of  your  business. 
What's  more,  it  has  the  scalability 
to  constantly  integrate  your  new 
components  into  the  mix.  Like 
say,  10,000  brand  new  customers, 
for  example.  Or  a  new  CRM  app. 

Just  something  to  think  about 
when  people  offer  you  buzzwords 
instead  of  technologies. 


IF  AT  FIRST  YOU  DON'T 
SUCCEED,  THROW  SOME 
MORE  MONEY  AT  IT. 

Hah.  Very  funny.  But  still  a  popular 
belief  for  a  long  time.  Listen:  It's  all 
pure  poppycock.  The  real  e-Business 
solutions  deliver  real-life  business 
results.  By  that  we  mean  increased 
revenues,  reduced  costs  and  profit  to 
your  bottom  line. 

At  Sybase,  we  provide  e-Business 
solutions  among  the  FORTUNE  500® 
to  the  largest  firms  on  Wall  Street, 
to  the  biggest  names  in  healthcare, 
to  the  world's  largest  computer  and 
networking  companies,  and  to  the 
biggest  players  in  Europe  and  Asia. 

We  lead  the  way  in  enterprise  portal 
technology.  We  strongly  dominate  in 
enterprise  wireless  solutions.  And  we 
have  some  of  the  best  middleware 
integration  solutions  found  on  our 
planet. 

So  don't  throw  your  money  around. 
Look  for  an  ROI  that  has  a  sense  of 
immediacy.  Invest  carefully  based 
upon  proven  past  performance  and 
reasonable  expectations  of  return. 

IT'S  ALL  OR  NOTHING. 

The  Big  Bang  Theory:  You  need  to 
do  all  of  this  at  once.  Not  at  all  true. 

We  can  help  you  solve  the  problems 
you  have  today  while  simultaneously 
building  a  platform  that  can  solve 
tomorrow's  problems,  tomorrow. 

Implement  in  the  way  that's  right 
for  your  firm.  From  the  bottom 
up.  Or  the  top  down.  Component 
by  component.  It's  your  choice. 

Call  1-800-8-SYBASE  or  visit 
www.sybase.com/myths  and  we'll 
show  you  how.  Fact,  not  myth. 


i  Sybase 


Information  Anywhere" 


®2001  Sybase,  Inc.  All  rights  reserved.  All  trademarks  are  the  property  of  their  respective  owners. 
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»  }  M      As  an  equestrian  enclave  emerges  in  Florida 
tensions  rise  between  the  locals  and  the  well-heelec 


BY  JOSEPHINE  LEE 

EVERY  YEAR  BETWEEN  JANUARY 
and  April  40,000  horse  fanatics 
descend  on  Wellington,  Fla.,  a 
village  20  miles  west  of  Palm 
Beach.  In  the  supermarket  aisles  senior 
citizens  yield  to  bejeweled  women  clad 
in  riding  breeches.  On  the  streets  mo- 
torists brake  for  teenagers  atop  ca- 
parisoned horses. 

Once  an  inhospitable  swamp  inter- 
spersed with  saw  grass,  the  Village  of 
Wellington  (32  square  miles)  has  recently 
become  an  equestrian  epicenter  for  some 
of  the  nation's  wealthiest  families.  In 


Wellington  10-acre  lots  sell  for  $5  mil- 
lion. Horses  inhabit  $3  million  barns  ap- 
pointed by  interior  decorators.  Their  spa- 
cious stalls  are  equipped  with  video 
monitors  and  automatic  in- 
secticide sprayers.  Farriers 
navigate  the  grounds  in  S- 
class  Mercedes. 

It  wasn't  always  this  way. 
In  the  1950s  most  of 
Wellington  was  swampland 
that  belonged  to  Charles  Oliver  Welling- 
ton, a  New  York  accountant  who  bought 
up  18,000  acres  for  as  little  as  $50  an 
acre.  For  most  of  the  century  the  land 


was  used  by  farmers  to  grow  snap  pea 
corn  and  strawberries.  The  horsey  flj 
vor  came  only  in  1977  when  Gould  Inc 
a  computer  and  electronics  manufan 
turer  headed  by  Williai 
Ylvisaker,  acquired  12,60 
acres  for  development. 

A  polo  buff,  Ylvisake 
dreamed  of  building  a  ret 
idential  equestrian  com 
munity  clustered  aroun 
polo  and  jumping  arenas.  It  prove 
to  be  an  easy  sell.  Today  an  invite  lis 
to  a  Wellington  soiree  reads  like  th 
index  of  The  Forbes  400:  Alison  Fire 
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A  LOYAL  EMPLOYEE  FOR  22  YEARS 


LAST  MONTH  HE  WAS  LAID  OFF. 


THIS  MORNING  HE  CAME  BACK 


NO  ONE  WAS  READY  FOR  HIM. 


Incidents  of  workplace  violence  like  this  can  happen 
anywhere,  any  time.  Even  the  best  run  companies 
can  be  victimized  by  it.  If  you  don't  think  your 
company  is  vulnerable,  think  again:  workplace 
violence  costs  business  billions  of  dollars  annually. 

No  other  security  services  firm  understands  this 
issue  like  Guardsmark.  We  have  the  highest  educated 
and  most  loyal  workforce  in  the  industry.  All  of  our 
employees  must  pass  our  stringent  selection  criteria, 


followed  by  a  learning  and  development  progr; 
designed  to  produce  security  officers  of  the  hio 
caliber.  Many  of  our  managers  have  FBI,  police 
military  backgrounds;  95°/o  have  college  degre< 
These  tough  standards  have  allowed  Guardsm; 
maintain  an  unmatched  client  retention  rate  o 
95%  per  year  and  organic,  compounded  growi 
12°/o  per  year  for  the  past  24  years  (without  a 
or  an  acquisition). 


1  more  than  130  offices,  over  16,000  of  the  best 
ty  professionals  and  revenues  of  $400,000,000, 
smark  is  positioned  to  serve  clients  who  need 
■degi  ghest  quality  security  services. 
r;t  kplace  violence  is  a  heart-stopping  reality.  If  you 
the  best  protection  for  your  employees,  your 
and  your  shareholders,  depend  on  Guardsmark. 
ore  information,  and  a  copy  of  our  CD-ROM, 
jlace  Violence,"  contact  Guardsmark  today. 


GUARDSMARK 

10  ROCKEFELLER  PLAZA,  NEW  YORK,  NEW  YORK  10020 
800-238-5878  www.guardsmark.com 
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owned 
y  Chuck 
Dolan,  Sheila 
Johnson  and 
Alison  Fire- 
Stone  are  pure 
Wellington. 


stone,  Netscape's  James  Clark,  SheiL 
Johnson  (see  story,  p.  42),  mone 
manager  Michael  Price  and  cable  tele 
vision  magnate  Charles  Dolan,  tl 
name  just  a  few. 

Most  communities  would  b 
thrilled  to  collect  property  taxes  fror 
such  well-to-do  inhabitants.  Wellingto 
has  mixed  feelings.  In  the  past  few  year 
the  horsemen  have  tried  to  unsaddle  a 
assortment  of  development  project 
popular  with  the  town's  middle  clas! 
The  rich  folks  tried  to  get  in  the  way  c 
three  road  projects  and  a  mall  the 
might  have  conflicted  with  Wellingto 
as  an  equestrian  paradise. 

Some  of  the  town's  permanent  res 
idents  accuse  upper-crust  voters  c 
having  undue  influence  in  local  affair: 
While  their  activities  inject  (suppos 
edly)  $200  million  a  year  into  Welling 
ton's  economy,  the  equestrian  crow 
is  far  outnumbered  at  the  ballot  bo) 
Of  Wellington's  40,000  resident: 
fewer  than  1,000  own  a  horse.  Nevei 
theless,  they  have  a  loud  voice  in  th 
community,  and  among  their  rank 
are  nimble  dealmakers  who  like  to  gc 
their  way. 

When  Wellington  was  incorporate 
j  as  a  municipality  in  1996,  sports  cor 
cessionaire  Jeremy  Jacobs  formed  a  tas 
force  that  successfully  fought  for 
tough  zoning  ordinance  covering  7,35 
acres,  30%  of  the  land  in  Wellington. " 
was  a  way  to  limit  access  to  developei 
who  could  come  in  and  ruin  it,"  sa) 
Eugene  Mische,  a  member  of  the  eque: 
trian  advisory  committee.  Cluste 
homes  and  condominiums  are  forbic 
den;  lots  for  new  developments  must  b 
at  least  10  acres.  To  discourage  drive 
through  traffic,  streets  are  limited  t 
two  lanes. 

"In  Wellington,  we  have  a  symh 
otic  relationship  between  two  very  di 
ferent  groups,"  explains  Carmine  Pr 
ore,  a  council  member  and  forme 
mayor  of  Wellington.  "On  one  han 
we  have  young  middle-class  familie 
who  make  up  more  than  95%  of  oi 
community.  They  would  like  to  get  i 
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and  out  of  Wellington  with  ease.  Our 
job  as  the  city  is  to  provide  roads  that 
let  them  do  that." 

That  job  proved  far  tougher  when 
the  horse  crowd  flexed  its  muscle.  In 
1996  a  proposal  to  widen  and  pave  3 
miles  of  dirt  road  that  bordered  the 
low-density  zone  was  blocked  by  Je- 
remy Jacobs,  whose  300-acre  estate 
abutted  the  road.  After  a  year  of  bitter 
sparring,  a  compromise  was  reached: 


The  road  would  be 
paved  but  not  widened. 
Speed  bumps  and  a 
roundabout  were  in- 
stalled to  slow  traffic. 

Traffic  circles  are 
just  a  few  of  the  obsta- 
cles longtime  Welling- 
ton residents  have  to  put  up  with.  The 
horse  alliance  also  contested  a  pro- 
posal to  build  a  road  on  the  border  of 


Filly  Folly 


Michael  Donahue  plunged  into  Wellington's  polo  life  with  the  kind  of  abandon  you'd  ex- 
pect from  a  young  Internet  executive.  The  39-year-old  head  of  Interworld,  a  small  In- 
ternet software  company,  began  building  a  cavernous  56-srall  barn  in  Wellington  soon 
after  his  company's  public  offering  in  August  1999.  Donahue  persuaded  Salomon  Smith 
Barney  to  lend  him  $14  million  to  help  finance  the  structure  against  his  4.3  million 
shares  of  Interworld,  at  the  time  worth  $200  million.  Alas,  the  stock  price  dropped 
out  of  the  intergalactic  range.  Even  after  a  l-for-50  reverse  split,  the  shares  go  for 
only  85  cents  apiece,  making  Donahue's  stake  worth  all  of  $73,000.  A  third  party 
assumed  the  loan,  took  the  deed  to  the  barn  and  put  it  on  the  market  for  $8  million.  So 
far,  no  takers.  —  J.L. 


the  equestrian  zone  t 
connect  it  to  a  fou 
lane  highway.  It  eve 
fought  developmen 
outside  the  zone's  bo 
ders.  It  vehemently  0] 
posed  a  1.5-millioi 
square-foot  mall  site 
about  3  miles  away  because  traff 
from  the  mall  might  spill  into  tl 
equestrian  zone.  Others  objected 
the  mall  because  they  were  fearful  th 
some  of  their  equestrian  ranks  wou. 
sell  off  land  to  developers. 

The  battle  continues,  with  son 
truces  along  the  way.  The  mall  w; 
eventually  built,  but  the  road  extei 
sion  project  is  still  under  debat 
"Equestrians  may  be  a  minority 
Wellington,  but  this  is  a  group  wi' 
significant  economic  clout  and  di 
proportionate  wealth,"  says  Charl 
Lynn,  the  village  manager.  "We  de 
with  their  disagreements  as  we  wou 
a  spouse's:  carefully." 


108     FORBES-  October  8,  2001 


r 


* 


beautiful  Surroundings. 


-the-art  meets  art-of-design  with  JVC's  beautiful  home  theater  system.  The  TH-A10  is  stylish  enoug 
y  interior  design,  but  its  200-watts  of  total  power  will  definitely  stand  ouTrThe  superior  image  and  so 
e  DVD,  CD  and  digital  AM/FM  tuner  are  enhanced  by  a  built-in  Dolby  Digital/DTS  surround  decoder  that  makes 
like  you're  always  in  the  center  of  the  action.  Five  sleek,  solid-aluminum  satellite  speakers  and  a  10"  100-watt 
er  generate  dynamic  sound  rivaling  most  movie  theaters.  JVC's  TH-A10  -  A  powerful  home  entertainment  system 

that's  also  a  work  of  art. 


Offers  ujirh  Purchase  of  Vour  M  DVD  Player. 


Iti  i||  IK  HI  Nun 
and  select  He  special 
edition  on  ef  elder 
"Mil  Retell"  ir 
"Basic  Instinct" 
from  8rrlsan  Borne 
Wrineat  for  fret*. 


U  s  time  to  experience  music  as  qou  never  have  before 
in  Advanced  Resolution  Surround  Sound. 


0B|  HI!  JVC  on 
Planer  ulrti  on  - 
ADdfD  and  receive 
a  fiee  sampler  if 
010  -  fiimic  mixes 
froia  Harner  Hnslc. 


a  free  enclose  010  -  M 
nil  of  songs  from  Ves 
Hagnipcalian  end  Beese  of 
Vtsfioro  OeiieBl  Itelc. 


IVC 


^senses. 


'S  payment  ot  S3  95  shipping  and  handling  and  purchase  of  qualifying  JVC  DVD  Player.  Limited  time  offer  (10/01/01  - 12/31/01 1.  See  JVC  retailer  for  complete  details  of  otter 
While  supplies  last.  Packaging  may  vary       ©2001  JVC  Company  of  America.  All  Rights  Reserved  Television  picture  simulated 


www.jvc.com 
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Family  Connections 

A  touching  tale:  Trust  fund  baby  helps  other  trust  fund  babies. 


BY  ASHLEA  EBELING 

WHEN  HE  HIT  HIS  LATE  20S, 
B.  Douglas  Morriss,  like 
many  wealthy  scions,  got 
nosy  about  his  family's 
holdings — a  sea  of  in- 
vestment accounts,  multigenerational 
trusts  and  private  equity  ventures.  His  fa- 
ther, the  retired  vice  chairman  of  St. 
Louis'  Boatmen's  Trust  Co.,  was  ill,  and 
his  mother  simply  cashed  her  "substan- 
tial" dividend  checks,  no  questions  asked. 

To  make  sense  of  it  all,  Morriss,  the 
eldest  child  and  then  working  as  a  broker 
at  Oppenheimer  &  Co.,  tediously  entered 
data  from  paper  statements  onto  an 
Excel  spreadsheet,  but  getting  an  accu- 
rate picture  wasn't  easy.  One  item  on  a 
trust  statement  was  booked  mistakenly 
as  $8,000  in  warrants  instead  of  public 
stock  worth  $15  million. 

From  that  frustration  in  the  early 
1990s,  and  from  the  kind  of  connections 
that  a  rich  kid  like  Morriss  enjoys,  came 
a  business  called  Kinexus.  It  sells  online 
wealth  management  tools  and  services. 
The  original  plan,  to  peddle  the  services 
to  similarly  situated  heirs,  didn't  pan 
out.  Now  Kinexus  is  competing  for  the 
wholesale  business  of  the  banks  and 
trust  companies  that  serve  wealthy  clans. 

Morriss  started  out  by  calling 
around  in  his  circle.  He  recruited  Dixon 
Brown  from  the  Heinz  family  office  in 
Pittsburgh  and  W.  Michael  McGinness 
from  the  Pillsbury  office  in  Minneapo- 
lis, both  of  whom  have  stayed  with  him. 
Morriss  initially  got  $10  million  from  a 
group  of  22  early  backers,  including  An- 
drew Hobbs,  a  DuPont  heir  and  godfa- 
ther to  Morriss'  kids;  the  DeVos  family 


of  Amway  fame;  and  Dirk  Junge,  a  Pitts- 
burgh Plate  Glass  heir  and  the  head  of 
Pitcairn  Trust.  The  founder  used  his  fam- 
ily's address  book  to  gain  entree  to  oth- 
ers in  this  rarefied  realm.  The  idea  was 
to  build  a  consortium  of  families  who 
would  later  use  the  system. 

But  the  technology  build-out  from 
1994  to  1999  did  not  go  smoothly — or 
cheaply.  "We  flatly  failed  three  times," 
Morriss  admits.  That  didn't  stop  him. 
The  original  backers,  and  Morriss,  kept 
kicking  in  more  cash — he  says  he's  now 
plunked  down  more  than  $30  million. 

A  breakthrough  may  have  come, 
however,  when  serial  Silicon  Valley  en- 
trepreneur James  Clark  introduced 
MyCFO,  promising  soup-to-nuts  finan- 
cial advice  and  accounting  online  for  the 
well-to-do.  Private  banking  units  des- 
perately looked  to  compete  with  that, 
and  they  saw  Kinexus'  data  aggregation 
as  a  tool  for  client  retention  and  a  way  to 


get  more  assets  under  management.  Fir 
Union  and  Wachovia  came  aboard  i 
1999,  followed  by  Chase  in  2000.  "Whe 
I  talked  to  Doug,  I  was  talking  to  som- 
one  who  understood  what  was  impo< 
tant  to  a  family  office  client  from 
client's  perspective,"  said  Zack  S.  Parris; 
managing  executive  of  First  Union's  pr 
vate  capital  management  group. 

Yet,  about  that  time,  Morriss  rea 
ized  he  needed  professional  manage 
ment.  For  chief  executive  he  hire 
Harry  Totonis,  who  had  led  the  glob 
financial  services  unit  at  Booz,  Allen 
Hamilton.  Totonis  is  weaning  Kinexi 
off  its  "guinea  pig"  families  to  focus  c 
"scalable"  institutional  customers  lil 
First  Union  (whose  family  office  groi 
has  $11  billion  in  assets).  He  projec 
turning  a  profit  on  revenues  of  $50  m 
lion  next  year.  The  bank  heir  wr 
banked  this  venture  might  get  some 
his  money  back. 


Trust,  but  verify:  Doug  Morriss  figured  he  wasn't  alone  in  shooting  for  fuller  family  accountir 
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Claremont  Rug  Company 


True  art  is  timeless 


Its  world-class  collection,  first-cabin 
service  and  exceptional  knowledge  of 
founder  and  president,  Jan  David 
Winitz,  has  earned  Claremont  a  stellar 
international  reputation. 

Winitz  is  pictured  here  in  front  of  a 
delightfully  unique  150  year  old 
Bakshaish  folk  art  carpet. 

Visit  our  award-winning  Web  site  at 
www.claremontrug.corn 

Color  catalog  $12 

6087  Claremont  Avenue 
Oakland,  CA  USA  94618 
800-441-1332 
sales@claremontrug.com 


-  London  Financial  Times 

"Claremont  Rug  Company... one  of  the  world's  best  sources  of  antique  carpets" 

-  Wall  Street  Journal 

"...Winitz's  clients  have  long  valued  rugs  not  just  as  decorative  items  but 

as  real  art,  and  real  investments." 

-  San  Francisco  Chronicle 

"  'A  truly  fine  rug  is  an  individual  artistic  expression,' Winitz  says. 
'It  is  a  unified  work  where  a  moment  of  inspiration  is  frozen  in  time.' " 
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Having  It  All— But  Needing  a  Grip 

There's  nothing  like  a  bumpy  market  to  put  the  superwealthy  in  a  funk 


BY  LEIGH  GALLAGHER 

THE  BEVERLY  HILLS  PORTFOLIO 
manager  felt  his  world  falling 
apart.  After  losing  half  of  his 
net  worth  and  most  of  his 
clients  within  four  months  last 
year,  he  couldn't  sleep.  Then  he  started 
having  panic  attacks;  finally  he  was  un- 
able to  drive  on  the  freeway.  "He  felt  cut 
down  at  the  knees,"  says  James  Gott- 
furcht,  the  clinical  psychologist  who  is 
treating  him.  A  pared-back  lifestyle  and 
discussions  about  childhood  feelings  of 
inferiority  have  helped,  Gottfurcht  says. 
The  antidepressant  Paxil  helps,  too. 

Seems  like  only  yesterday  the  mega- 
rich  were  complaining  of  "sudden  wealth 
syndrome" — shock,  guilt  and  shame  re- 
sulting from  a  precipitous  and  vast  ac- 
cumulation of  wealth.  No  sooner  did  the 
Nasdaq  top  5000  than  a  flurry  of  firms 
popped  up  to  help  handle  the  anguish. 
"Never  before  have  financial  success  and 
self-esteem  been  so  commingled,"  said 
Stephen  Goldbart,  psychologist  and  co- 
founder  of  San  Francisco's  Money, 
Meaning  &  Choices  Institute,  founded  to 
ease  the  pain  on  the  way  up. 

Now  Goldbart  and  his  peers  are  help- 


ing ease  the  pain  on  the  way  down.  "The 
anxiety  is  palpable,"  says  Howard  Wall- 
man,  another  Los  Angeles  psychologist. 

Nowhere  does  the  loss  smart  more 
than  in  Silicon  Valley,  where  the  accu- 
mulation of  paper  wealth  over  the  last 
decade  has  rivaled  any  in  history.  Gold- 
bart recalls  one  patient,  a  30-year-old 
dot-com  executive  whose  net  worth  sank 
from  $20  million  to  nothing  within  four 
months.  "He  was  suicidal,"  says  Gold- 
bart, who  counseled  him  to  realize  the 
drop  was  unpredictable  and  not  his  fault. 

Goldbart  says  the  worst  cases  have 
been  young-and-single  technologists 
who,  caught  up  in  the  entrepreneurial 
subculture,  invested  everything  they  had 
in  their  companies  and  treated  them  like 
extended  families.  "You're  talking  about 
taking  away  not  just  their  bank  account 
but  their  social  identity  and  their  image," 
says  Goldbart.  "Everything  real  that  mat- 
tered in  their  life  was  there." 

Now  they're  embarrassed.  "Silicon 
Valley  is  a  place  where  people  place  a 
huge  premium  on  their  intelligence," 
says  Douglas  Rait,  clinical  associate  pro- 
fessor of  psychiatry  at  Stanford.  "To 
admit  that  they  didn't  see  this  coming 


has  left  a  lot  of  people  humiliated." 

In  other  ways  the  rich  react  much  1 
anyone  else.  One  Bay  Area  executive  b 
came  unable  to  open  his  mail,  fearii 
each  new  envelope  would  be  a  bill.  "Pe« 
pie  always  say  about  the  wealthy,  'So  tb 
lost  a  million?  They  have  several  millic 
left,'"  says  Richard  Geist,  clinical  ii 
structor  of  psychology  at  Harvard  Me* 
ical  School.  "[But]  losing  that  millic 
makes  the  wealthy  just  as  anxious  as 
would  the  nonwealthy." 

Ronit  Lami,  a  psychologist  with  Lo 
don-based  Allenbridge  Group,  saw  oi 
centimillionaire  lose  a  chunk  of  his  n 
worth  and  opt  not  to  heat  his  swimmii 
pool.  "He  was  completely  irrational,"  si 
says.  An  unheated  pool?  One  shudder 

Therapist  Wallman  says  many  of  1 
wealthy  patients  come  in  simply  war 
ing  Xanax,  Zoloft  or  whatever  is  the  an 
depressant  du  jour.  "That's  how  they 
used  to  doing  things,"  he  says.  "Th 
want  to  buy  a  quick  fix." 

Solution:  a  new  breed  of  practic 
that  marry  financial  planning  with  em 
tional  counseling.  They  range  from  or 
couch  shops  to  the  estate-planning  c 
partments  of  huge  law  firms  ai 
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nancial  institutions  that  are  partnering 
rith  shrinks  to  counsel  their  wealthy 
ients.  The  "wealth  counseling"  industry 
rill  gather  for  the  first  time  next  month 
i  Albuquerque,  N.M.  Some  of  these 
utfits  call  themselves  "consultants"  as  a 
ivor  to  their  high-profile  clientele. 

Even  in  Europe,  where  therapy  has 
>ng  been  regarded  as  being  for  weak 
fid  whiny  Americans,  the  moneyed  are 
peking  emotional  help:  In  London, 
ami,  also  a  licensed  hypnotist,  helps 
illenbridge  clients  "overcome  emo- 
pnal  and  behavioral  problems 
rought  on  by  wealth." 

So  what  are  those?  It  depends  on  the 
puree  of  the  wealth.  Inheritors,  for  ex- 
fnple,  experience  different  problems 
\an  those  who  earned  their  wads,  but 
pier  way  troubles  can  reach  the  point  of 
aranoia.  "If  shame  is  already  an  issue, 
bme  people  tend  to  believe  the  higher 
leir  net  worth  the  more  shameful  a  per- 
bn  they  are,"  says  Dennis  Pearne,  a  clin- 
al  psychologist  in  Natick,  Mass. 

Statistically,  it's  hard  to  know  whether 
[e  superwealthy  have  more  than  their 
lare  of  head  cases.  "Everybody  has  is- 
les," says  Helene  Stein,  psychologist  and 
pfounder  of  Needham,  Mass. -based 
tmily  Legacy  Services.  "Wealth  either 
lakes  it  worse  or  hides  it  for  longer." 

One  study  estimates  that  10%  of  se- 
|or  executives  exhibit  symptoms  of 
lanic  depression;  years  ago  an  informal 
Irvey  of  The  Forbes  400  found  that 
f  %  considered  themselves  unhappy.  A 
Judy  published  earlier  this  year  in  the 
ritish  Medical  Journal  found  that 
palthy  people  who  were  mentally  ill 
pre  three  times  as  likely  to  commit  sui- 
pe  as  their  nonwealthy  counterparts. 
I  Of  course,  there  are  those  who  want 
p  part  of  the  hand-holding.  "I  don't  feel 
ke  I  have  any  extra  pressures,"  says 
lark  Cuban,  billionaire  founder  of 
l~oadcast.com  and  rabble-rousing 
er  of  pro  basketball's  Dallas  Maver- 
"There  is  only  one  reason  someone 
ght  go  to  a  shrink  after  you  make  lots 
money,"  he  says.  "And  that  is  because 
a  surefire  way  to  get  more  press."  F 
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PRIVATE  ESTATES 


Only  93  luxury  high-rise  residences 
Pre-completion  pricing: 
from  $800,000  to  over  $10  million 
Occupancy  Winter  2001 

10727  Wilshire  Boulevard,  Los  Angeles 
By  appointment  only:  310.474.9300 
Broker  participation  invited. 
www.the-remington.com 
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Under  the  Radar 

Thomas  Friedkin— Toyota  king  of  Texas,  Hollywood  stunt  flyer,  African 
game  hunter—has  fiercely  guarded  his  privacy  for  30  years.  Until  now 


BY  DOUG  DONOVAN 

THOMAS  H.  FRIEDKIN  IS  PROB- 
ably  the  most  audacious  cen- 
timillionaire  you  have  never 
heard  of.  As  a  Hollywood 
stunt  pilot,  the  66-year-old 
Texan  has  crashed  airplanes  in  half  a 
dozen  films  and  played  Miner  Tom  in 
Clint  Eastwood's  Pale  Rider.  He  can  fly 
anything  from  gliders  to  supersonic 
jets — but  he  prefers  his  vintage  World 
War  II  fighter  planes  in  England  or  Cal- 
ifornia. And  although  he  bounces 
among  luxurious  estates  in  Houston, 
San  Diego  and  Ridgway,  Colo.,  he 
makes  time  to  hunt  big  game — buffa- 
los,  hippos,  zebras — on  his  Tanzania 
preserve. 

So  why  haven't  you  heard  of  Fried- 
kin?  Because  that's  how  he  wants  it. 

Friedkin's  wealth,  estimated  at  $600 
million,  traces  to  a  gamble  that  ulti- 
mately had  him  trading  wings  for 
wheels.  In  1968  nascent  Toyota  Motor 
Sales  U.S.A  awarded  him  distribution 
rights  for  its  cars  and  trucks  in  Texas 
and  four  nearby  states. 

Friedkin  has  built  Gulf  States  Toy- 
ota into  a  multibillion-dollar  franchise 
that  buys  cars  wholesale  and  sells 
them — as  well  as  parts  and  service — to 
about  140  dealerships.  The  operation  is 
the  main  engine  of  the  Houston-based 
Friedkin  Cos.  and  of  the  family  fortune. 

Friedkin's  arrival  on  the  Forbes  400 
invites  some  unwelcome  attention.  He 
has  never  granted  interviews  until  now. 
"We  are  a  very  close-knit  family,  and  we 
want  to  stay  that  way,"  says  the  father  of 
four.  Son  Daniel,  36,  now  oversees  the 
holding  firm  and  its  3,000  employees. 
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From  his  own  father,  Tom  Friedkin 
got  the  airplane  bug  if  not  some  p.r.  in- 
stincts. His  father,  Kenneth  Friedkin, 
trained  pilots  for  World  War  II  and  also 
flew  combat  with  Britain's  Royal  Air 
Force.  After  the  war  he  started  a  flight 
school  in  San  Diego  and  in  1949 
founded  Pacific  Southwest  Airlines 
with  a  $l,000-a- month  leased  DC-3. 

An  early-model  Herb  Kelleher,  Ken 
Friedkin  wore  Hawaiian  shirts  and  en- 
couraged his  pilots  and  crew  to  joke 
around  with  passengers.  PSA's  $17.25 
flights  from  San  Diego  to  San  Francisco 
earned  it  the  moniker  Poor  Sailor's  Air- 
line for  the  Navy  men  who  frequented 
the  carrier.  PSA  was  also  famous  for  the 
smiles  painted  just  beneath  the  nose  of 
its  planes  and  for  the  miniskirts  (and 
later  hot  pants)  of  its  stewardesses. 

Young  PSA  pilot  Tom  Friedkin  may 
be  remembered  as  reserved,  but  he 
loved  the  business  as  much  as  he  did 
flying.  A  good  thing,  because  in  1962 
his  father  died  of  a  stroke  at  age  47. 
"The  saddest  thing  was  that  Kenny 
never  got  a  chance  to  fully  appreciate  all 
the  hard  work  he  put  into  the  airline," 
says  Leo  Leonard,  81,  PSA's  chief  pilot 
in  the  1960s  and  a  top  shareholder. 

Tom  got  more  bad  news  a  year  later: 
"I  got  a  call  from  my  mother's  house- 
maid, who  had  found  her  dead  in  bed," 
Friedkin  says.  "I  was  devastated." 

At  28  he  was  top  shareholder  of  PSA. 
He  sat  on  the  board  but  continued  to 
fly  fulltime.  He  married  a  landlord  of 
many  of  his  San  Diego-based  stews. 

The  airline  lived  on  until  1986, 
reaching  $550  million  in  revenues  and 
engendering  such  loyalty  that  it  is  com- 
memorated on  four  Web  sites,  while 
crew  veterans  still  gather  monthly  for 
lunch.  USAir  paid  $400  million  for  it. 

Only  $3.4  million  of  that  went  to 
Friedkin,  but  by  then  Gulf  States  Toyota 
had  taken  off,  becoming  the  number- 
two  distributor  behind  billionaire 
James  Moran's  Southeast  Toyota.  In 
2000  Gulf  States  Toyota  sold  155,406 
cars  in  its  five  sales  regions,  11%  of  all 
Toyotas  sold  nationally.  That's  up  14% 
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from  1999.  With  all  the  ancillary  busi- 
nesses of  parts,  insurance  and.shipping, 
the  company's  revenues  probably 
topped  $3.2  billion. 

But  Friedkin  never  boasts  about  his 
business,  just  as  he  didn't  during  his 
salad  days  in  San  Diego.  "Tommy  was 
always  riding  his  motorcycle,"  recalls 
Bernard  (Bernie)  Little,  who  co-owned 
the  Miss  Budweiser  racing  boat  with 
Friedkin  in  the  1970s.  "We  used  to  drive 
our  motorcycles  right  through  the  front 
door  of  a  restaurant  near  the  airport  in 
San  Diego."  Yet  Little,  who  still  owns 
the  boat  today,  says  Friedkin  was  so  pri- 
■  : 

Tom  Friedkin  can 
fly  anything  from 
gliders  to  super- 
sonic jets,  but 
made  his  money 
selling  cars. 

vate  that  he  had  no  idea  his  friend  con- 
trolled PSA.  "Then  he  calls  me  up  one 
day  and  wants  me  to  sell  him  a  Lear 
jet,"  he  says.  "I  said,  'You  what?!'" 

Friedkin  also  drove  race  cars  with 
his  friend  Carroll  Shelby,  the  Texan  fa- 
mous for  designing  the  Shelby  Mustang 
for  Ford.  It  was  he  who  tipped  off 
Friedkin  in  1968  about  Toyota's  inten- 
tions to  sell  distributor  licenses.  Fried- 
kin flew  to  Japan  and  convinced  Toyota 
that  he  had  the  wherewithal. 

The  distributorship  gave  him  the 
money  to  indulge  his  hobbies  further  as 
he  flew  less  for  PSA:  He  skydived, 
hunted  and  expanded  his  collection  of 
vintage  planes,  including  a  Spitfire,  a 
Mustang  and,  at  one  time,  a  Northrop 
F-5B  jet  that  flew  at  Mach  1.4.  He  also 
owns  a  DC-3,  painted  in  PSA's  colors. 

That  collection  prompted  calls  from 
producers  of  a  1976  television  show 


about  WWII  pilots  called  Baa  B 
Black  Sheep.  They  wanted  his  restoi) 
Corsair.  He  made  just  one  conditio 
"I'll  fly  my  own  airplane." 

His  stunt-flying  career  took  off.  1 
Screen  Actors  Guild  member  has  flo1 
in  several  feature  films,  including  1 
Gauntlet,  Blue  Thunder  and  The  Rooi 
"He's  fearless,"  says  flying  buddy  Bn 
Ellis,  who  piloted  Friedkin's  corporate 

At  his  $50  million,  11,000-a. 
Sleeping  Indian  Ranch  in  Coloradc 
few  minutes'  drive  from  Ralph  Laure 
spread  in  the  San  Juan  Mountai 
Friedkin  makes  frequent  use  of  a  lai 
ing  strip.  Same  as  at  his  place  in  Deti 
Lakes,  Minn.,  where  he  stays  when  h 
flying  his  Piper  Super  Cubs.  Ofi 
Daniel  is  along  with  him.  "We  jump 
the  things  and  fly  to  some  lake  and  j 
land  on  the  water  and  stand  on 
pontoons  and  fish,"  Friedkin  says. 

Outdoor  adventure  also  led  hin 
start  a  game-hunting  company 
Botswana  in  1972  (sold  four  ye 
ago)  and,  in  1989,  Tanzania  Ga 
Tracker  Safaris,  roaming  over  a  5-n 
lion-acre  territory.  "It  is  one  of 
premier  safari  companies  in  Afric 
says  Donald  Causey,  who  publis 
the  Hunting  Report  monthly.  A  2 1  - 
safari  can  cost  $2,000  a  day.  Throi 
the  Friedkin  Conservation  Fu: 
some  profits  are  given  bad) 
$194,000  in  1999  to  antipoach 
teams  and  African  schools. 

Friedkin  also  takes  care  of 
friends.  Flying  pal  Ellis  recalls  t 
while  on  safari  in  Tanzania,  his  grc 
finished  dinner  and  complained 
they  sat  around  a  campfire,  that  t 
had  no  cigars.  "The  next  day  a  pi 
comes  flying  low  over  the  trees  an 
box  of  cigars  came  floating  down  c 
parachute,"  Ellis  says. 

Friedkin  otherwise  is  content  in 
working  life  to  be  the  family  compai 
chairman,  doling  advice  but  leav 
most  things  to  his  son.  "I'm  kind  < 
bum  these  days,"  he  says.  "I  am  m 
greedy  person,  and  I  don't  havt 
make  the  last  dollar  there  ever  was.' 
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jw  Technology  Equips 
larmacy  Benefit  Managers 
Attack  Rising  Drug  Plan  Costs 


Copies  of  the  company's  in-depth 
Drug  Trend  Report  2001 
are  now  available. 
Contact  Merck-Medco, 
1  866  296-3274  ext.  12  or 
medcodrugtrendreport@merckmedco.com 


ie  last  five  years,  the  cost  of  providing  prescription  drug  benefits  has  doubled.  Spending  on  pharmaceuticals  in  the  U.S. 
:ted  to  jump  from  approximately  $121  billion  in  1999  to  about  $222  billion  by  2004,  and  recent  estimates  suggest  double- 
ureases  will  continue.  As  the  cost  of  providing  prescription  drug  benefits  continues  to  rise,  plan  sponsors  face  tough 
otalak  managing  within  limited  budgets  while  satisfying  employee  expectations  and  maintaining  the  quality  of  health  care. 


let 


ctive  and  innovative  use  of 
(-lxjy-based  solutions  is  critical  to 
;mi  ling  high-quality  benefits  within 
constraints.  Leading  pharmacy 
managers  have  made  technol- 
stment  a  priority,  and  they  are 
lients  provide  a  higher  level  of 

"tflu'  i  satisfaction  in  the  process. 
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logy  Creates 
odeis  for  Care,  Efficiency 

i-up  investment  in  technolo- 
narmacy  benefit  managers  is 
All-  lew  efficiencies  and  improve- 
Thto  jo  the  quality  of  health  care, 
mated  mail-service  pharma- 
fer  economies  as  well  as 
benefits.  Merck-Medco,  a  leading 
cy  benefit  manager,  already  has  in 
network  of  mail-service  pharmacies 
-  sd  with  high-tech  prescription  pro- 
systems  and  automated  dispens- 
nology.  With  an  intricate  system  of 
and  balances,  these  systems 
1  3  the  safety  and  cost-efficiency  of 
ensing  process. 

)th  dispenser  of  drugs  and  plan 
r,  mail-service  pharmacies  are 
ble  to  guide  patients  and  their  doc- 
more  cost-effective  therapies. 
;yiedco,  for  example,  provided  eligi- 
n'thai  ents  with  Fluoxetine,  the  generic 
of  the  popular  anti-depressant  drug 
Within  the  first  week  after  Prozac 


lost  its  patent  exclusivity,  the  company's 
mail-service  pharmacies  achieved  an  80% 
substitution  rate  to  the  less  costly  generic 
—  a  rate  that  far  surpassed  that  of  retail 
pharmacies.  This  substitution  alone  is 
expected  to  save  clients  and  members  $40 
million  in  the  next  six  months. 

Advanced  software  platforms  enhance 
prescribing  safety  in  a  number  of  ways.  Auto- 
mated cross-checking  of  patients'  multiple 
prescriptions  is  one  means  for  alerting  phar- 
macists to  potentially  adverse  drug  interac- 
tions. The  more  sophisticated  systems  allow 
the  integration  of  prescription  histories,  med- 
ical diagnoses,  laboratory  data  and  other 
information  to  prevent  costly  and  potentially 
harmful  reactions. 


Internet-based  services  can  help 
clients  lower  health  care  costs,  encour- 
age adherence  to  plan  guidelines  and 
empower  employees  to  better  manage 
their  own  health.  In  addition  to  online  pre- 
scription ordering,  Web-enabled  applica- 
tions allow  convenient  access  to  bene- 
fits resources,  health  care  information 
and  interactive  health  assessment  tools. 

New  technology  at  call  centers 
enhances  satisfaction  by  providing  24/7 
customer  service  —  and  by  giving  rep- 
resentatives instant  access  to  patient 
information  so  that  questions  can  be 
answered  more  quickly  and  accurately. 
The  use  of  this  technology  can  also  free 
pharmacists  to  work  more  actively  with 
patients  and  their  doctors.  Some  systems 
are  so  adept,  in  fact,  that  95%  of  inquiries 
can  be  resolved  on  the  first  call. 

Technology  Investment 

A  Key  Performance  Measure 

The  strategic  use  of  technology  can  serve 
to  contain  prescription  cost  increases  while 
it  achieves  a  higher  quality  of  care  and  sat- 
isfaction. As  budgets  tighten,  senior  exec- 
utives should  ask,  "Is  our  pharmacy  bene- 
fit manager  helping  our  company's 
prescription  plan  work  harder?"  The  phar- 
macy benefit  managers  best  equipped  to 
meet  this  challenge  are  those  with  a  sig- 
nificant and  continued  investment  in  tech- 
nology-based solutions.  ■ 


A 


t  Merck-Medco,  we  understand  you  want  your  people  to  have  good  prescription 
coverage.  And  the  rising  cost  of  drugs  is  making  that  goal  harder  to  reach. 

That's  why  we've  invested  more  than  anyone  else  to  create  smarter  ways  to  rein  in 
costs  while  preserving  benefit  levels.  Our  clinical  strength  enables  us  to  drive  usage 
of  more  cost-effective  drug  therapies,  without  compromising  your  employees' 
health  or  satisfaction.  To  cut  costs  even  more,  we  operate  the  world's  most 
highly  automated  and  efficient  network  of  home  delivery  pharmacies. 

If  your  company  is  looking  for  a  new  approach  to  drug  benefits, 
call  Brian  Griffin,  S.V.P.  of  Sales,  at  1  866  296-3274,  ext.  24. 

Yok  H£€eL  ft  k*Vrder  WtklftJ?  dt\ACf  plan.      O  Merck-Medco 

^  '  Live  life 


life  well 


www.merckmedco.com 

©  2001  Mcrck-Mcdco  Managed  Care,  L.L.C,  a  subsidiary  of  Merck  &  Co.,  Inc.  Live  life  well  is  a  trademark  of  Meick-Mcdco. 


For  reservations  at  Asia's  Finest  Luxury  Hotels,  call  your  travel  consultant  or  USA  &  Canada  loll-free:  I  800  942  5050  or  book  on-line  at  www.shangrh-l 
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THE  FORBES 


Forbes  has  chronicled  the  wealth  of  America's  400  richest  people 
since  1982.  This  year  marks  only  the  third  in  which  the  collective  net 
worth  of  our  roster  dropped,  from  $1.2  trillion  to  $950  billion.  De- 
clining capital  markets  helped  push  54  off  the  list,  most  of  whom 
made  their  money  in  "new  economy"  ventures.  Their  vacancies  are 
filled  by  entrepreneurs  whose  fortunes  derive  from  traditional  busi- 
nesses like  retailing  and  manufacturing.  Membership  was  made  eas- 
ier since  the  price  of  admission  fell  to  $600  million,  down  from  $725 
million  a  year  ago.  #  Our  net  worth  estimates  are  handled  on  a  case- 
by-case  basis.  Private  fortunes  are  valued  using  conservative 
methodologies.  Publicly  held  assets  were  priced  to  the  market  close 
of  Aug.  27  #The  world  has  changed  a  lot  since  then.  But  the  essence 
of  these  American  success  stories  hasn't  changed  since  Alexander 
Hamilton  and  others  laid  the  foundation  of  this  commercial  republic. 
For  some  updated  valuations,  go  to  www.forbes.com/richlist. 
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Turns  out  the  superrich  are  just 
regular  folk  after  all.  Like  most 
of  us,  four  of  the  country's 
richest  men  have  a  little  less 
than  they  did  a  year  ago. 


William  H.  Gates  III 

$54  BILLION 

Microsoft.  Medina,  Wash. 
44.  Married,  2  children 

WORLD'S  RICHEST  MAN  ENDURES  $9  BILLION  HAIR- 
cut  but  also  has  one  less  problem  than  he  did  a  year 
ago:  Microsoft  will  stay  whole.  U.S.  Court  of  Appeals 
just  batted  down  trial  judge's  split-'em-up  ruling  in 
June,  but  company  still  faces  other  courtroom  bat- 
tles, regulatory  haggling  in  future.  Lots  of  problems 
for  Chief  Software  Architect  that  don't  require 
lawyers,  either:  launching  new  "Xbox"  videogame 
platform  for  Christmas  season,  trying  to  goose  sales 
of  new  Windows  version,  enhancing  Palm  competi- 
tor Pocket  PC.  Gates  also  tackling  more  intractable 
problems  via  $23.5  billion  Bill  &  Melinda  Gates 
Foundation.  Money  going  to  infectious-disease  pre: 
vention  (focusing  on  polio,  HIV/AIDS),  global 
health  care,  education,  wiring  libraries  across  the 
U.S.,  issues  specific  to  Pacific  Northwest.  Balances 
out  Microsoft  holdings  in  own  portfolio  with  series 
of  purchases  made  through  Cascade  Investments 
holding  company,  including  Gabelli  Asset  Manage- 
ment, Canadian  National  Railway.  Seven  Wonders  of 
World  not  thought  to  be  available. 


128     FORBES-  October  8,  2001 


—  


THE  FORREST HCLiTJlR  TEN 


Warren  Buffett 

$33.2  BILLION 
Berkshire  Hathaway.  Omaha. 
71.  Married,  3  children 

SOME  REDEMPTION  FOR  TECH-WARY  IN- 
vestor  who  missed  much  of  bubble  market. 
Gain  in  book  value  of  his  Berkshire  Hath- 
away shares  last  year  outpaced  S&P  500; 
portfolio  weighted  toward  blue  chips  like 
Coke,  Gillette.  Plans  more  of  same:  "We 
have  embraced  the  21st  century  by  entering 
such  cutting-edge  industries  as  brick,  car- 
pet, insulation  and  paint.  Try  to  control 
your  excitement."  But  big  insurance  hold- 
ings (General  Re,  Geico)  may  drag  future 
earnings  down.  "We  own  stocks  of  some 
excellent  businesses,  but  most  of  our  hold- 
ings are  fully  priced.  We're  not  alone  in  fac- 
ing this  problem:  the  long-term  prospect 
for  equities  in  general  is  far  from  exciting.'' 
Loyal  Midwesterner  schooled  at  Columbia 

■ 

U.  under  value-guru  Benjamin  Graham, 
started  first  investment  partnership  1 956  at 
age  25,  disbanded  1969.  With  Charlie 
M anger  (see)  started  scouring  for  under- 
:ed  businesses  to  acquire,  now  "our  ac- 
quisition technique  at  Berkshire  is  simplic- 
ity itself:  we  answer  the  phone."  Has  never 
-,o\d  a  share  of  Berkshire,  says  bulk  of 
wealth  will  to  go  Buffett  Foundation. 
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SIEMENS 


Global  netwoi 


THE  FJDRBES  400    TOP  TEN 


Larry  Ellison 

$21  BILLION 

Oracle.  Atherton,  Calif. 
57.  Thrice  divorced,  2  childr 

MERCURIAL  CHIEF  OF  WORLi 
second-largest  software  compa 
unapologetically  keeping  tij 
rein  on  Oracle.  Dominates  da 
base  market,  now  steering  $  1 1 1 
lion  (sales)  into  applications.  S 
reveling  in  role  as  chief  Micros 
antagonist:  once  paid  investi 
tors  to  rifle  through  Microso 
garbage.  But  Ellison  has  own  w, 
ries  closer  to  home:  for  starti 
shareholder  lawsuits  sparked 
his  January  sale  of  $680  million 
stock  (from  expiring  optio 
coupled  with  overly  optimii 
sales  forecasts.  Former  CIA  co 
puter  programmer  founded  C 
cle  1977,  took  public  one  day 
fore  Microsoft  1986.  When  no 
$40  million  Japanese-style  m 
sion,  oversees  bid  for  sailir 
America's  Cup. 
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THE  PRINCIPLES  OF 
AVIATION 

In  the  demanding  world  of  aero- 
nautics, every  single  component 
must  be  officially  approved  and 
certified.  We  apply  the  same 
principle  to  the  manufacturing  of 
our  wrist  instruments. 
All  our  movements  are  certified 
by  the  Swiss  Official  Chrono- 
meter Testing  Institute  (COSC), 
the  ultimate  reference  in  terms  of 
precision  and  reliability.  And 
every  detail  of  our  watches  is 
designed  for  intensive  use. 
One  simply  does  not  become  an 
aviation  supplier  by  chance. 


B-l.  Electronic  multifunction 
chronograph  with  twin  analog  and 
digital  displays.  The  most  complete 
and  sophisticated  among  the 
Breitling    instruments  for 


professionals 


elen  R.  Walton 


$17.5  BILLION 

Wal-Mart,  Bentonville,  Ark. 
82.  Widowed,  4  children 
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S.  Robson  Walton 

$17.5  BILLION 

Wal-Mart.  Bentonville,  Ark. 

57.  Divorced,  remarried;  5  children 
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John  T.  Walton 

$17.5  BILLION 

Wal-Mart.  Durango,  Colo. 
55.  Married,  I  child 
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C.  Walton 


$175  BILLION 

Bentonville,  Ark. 
53.  Married,  4  children 


9 


Alice  L  Walton 

$175  BILLION 
i'al-Mart.  Fort  Worth  area,  Tex. 
52.  Twice  divorced 


WIDOW  AND  CHILDREN  OF  SAM  WALTON  (D.  1992),  J.C.  PENNEY  CLERK  WH 
opened  own  discount  general  store  in  Arkansas  1962.  Took  Wal-Mart  publi 
1970,  explosive  growth  ever  since.  Today  some  4,500  stores  around  world  se 
$191  billion  in  merchandise.  Retail  operations  split  into  four  divisions:  Wa 
Mart  Discount  Stores  (40,000  to  125,000  square  feet)  sell  everything  from  bn 
to  snowblowers;  Wal-Mart  Supercenters  (100,000  to  210,000  square  feet)  ar 
Wal-Mart  Neighborhood  Markets  (up  to  55,000  square  feet)  also  sell  foo' 
Members-only  Sam's  Club  warehouses  revving  up  to  challenge  sector  lead« 
Costco.  Rob:  Wal-Mart  chairman,  only  family  member  with  executive  titl! 
Drives  $2  million  Scarab  in  vintage-auto  race  circuit.  John:  Vietnam  vetera: 
set  up  Children's  Scholarship  Fund  with  Ted  Forstmann  (see  p.  200).  Alic 
horse  enthusiast;  manages  investments.  lim:  oversees  Walton  Enterprises,  fan 
ily's  banking  and  real  estate  activities.  Wal-Mart  Foundation  distributed  $1S 
million  last  year,  much  of  it  to  children's  causes. 
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Jet  Aviation 

erve  You  Around  the  Clock 


and  Around  the  World 


nteriors  ( Completions ) 


I  ALWAYS  THERE  -  AROUND  THE  WORLD 


$15.1  BILLION 

Software  Redmond,  Wash. 
45.  Married,  2  children 


Steven  Ballmer 


MICROSOFT'S  CHIEF  EXECUTIVE  NOW  ASSURED  HE'LL  BE  RUN- 
ning  one  company,  not  two,  but  it's  still  plenty  of  work.  Sweaty, 
vocal  cheerleader  making  sure  Microsoft  troops  are  on  best  be- 
havior. Pushing  customer  service,  offering  PC  makers  greater  say 
in  what  software  and  services  they  want  to  offer  on  their  comput- 
ers. Shaking  things  up  internally  as  well.  In  February  promoted 
former  Silicon  Graphics  head  Rick  Belluzzo  to  president.  Grew 
up  in  suburban  Detroit,  dropped  out  of  Stanford  M.B.A.  pro- 
gram to  join  Harvard  classmate  Bill  Gates  1980. 
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>p  paying  so  much  in  taxes! 


Every  year  you  face  the  challenge  of  holding  onto  the 
money  you  earn.  And  every  year  you  pay  more  than 
your  fair  share  of  taxes. 

So  what  are  you  going  to  do?  Contact  CSA  Strategic 
Advisors.  We  are  an  expert  team  of  attorneys,  CPAs  and 


financial  consultants  that  assist  affluent  individuals 
and  businesses  in  maximizing  their  wealth.  Our  unique, 
high-impact  strategies  are  backed  by  major  law  firms, 
accounting  practices,  and  nationally  recognized  service 
providers. 


TAXES 

TAXES 

ONE  YEAR 

20  YEAR 

1  CLIENT  TYPE 

INCOME 

BEFORE 

AFTER 

DIFFERENCE 

BALANCE** 

ORDINARY  INCOME  1 

$  1,750,000 

$  787,500 

$  393,750 

+$  393,750 

+$  9,124,172 

ORDINARY  INCOME  2* 

$  500,000 

$  225,000 

$  90,000 

+$  135,000 

+$  17,199,158 

$10,000,000 

$2,500,000 

$  289,000 

+$2,211,000 

+$  65,330,752 

■1 

$  1,000,000 

$  250,000 

$  75,000 

+$  175,000 

+$  38,802,978 

W  Figures  are  assumed  to  be  annual  amounts  over  a  10  year  period.       **  Assumes  10%  annual  returns  on  tax  deferred  or  non-taxable  portfolio. 

Contact  us  today  to  learn  what  we  can  do  for  you. 
For  more  information  or  to  schedule  a  no-obligation  initial  consultation,  please  call  1-800-695-9326 
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1-800-695-9326 
www.affluentadvisors.com 
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We  develop  innovative  pharmaceuticals  for  the  treatment  of  cancer. 


So  that  cancer  doesn't  stand  in  the 


Millions  of  people  are  diagnosed  with  cancer  every  year.  This  disease  hampers  the 
prospects  of  many  for  a  long  and  full  life.  At  Aventis,  one  of  the  world's  leading  pharmaceutical  companies, 
we  offer  innovative  drugs  for  the  treatment  of  common  cancers,  such  as  breast,  lung  and  colorectal  cancer. 
Our  scientists  are  utilizing  new  technologies,  including  gene  therapy  and  immunology  to  develop  new  agents 
for  the  treatment  of  head  and  neck,  lung  and  gastric  cancer.  Our  goal  is  to  develop  more  effective  treat- 
ments for  cancer;  ones  that  give  people  a  better  chance  to  make  their  dreams  come  true. 


Aventis,  Strasbourg  (France),  is  listed  on  the  stock  exchanges  in  Paris,  Frankfurt  and  New  York,  www.aventis.com 


t 


our  dreams* 


Aventis 


Our  Challenge  is  Life 


Michael  Dell 

$9.8  BILLION 

Dell  Computer.  Austin,  Tex. 
36.  Married,  4  children 

HOW  DO  YOU  SURVIVE  A  PRICE  WAR?  BY 
producing  at  a  slightly  lower  cost  than 
the  next  fellow.  Now  tussling  with  Apple 
in  educational  segment;  HP,  IBM,  Sun  in 
servers;  a  newly  combined  HP-Compaq 
in  PCs  if  proposed  merger  goes  through. 
Started  Dell  from  U.  Texas  dorm  room 
1984;  today  commands  standing  up  from 
elevated  desk  in  Austin. 

Philip  Ansehutz 

$9.6  BILLION 

Qwest  Communications  Denver. 
61.  Married,  3  children 

OIL  BARON,  RAIL  MAGNATE,  FIBER-OPTIC 
king  now  focusing  on  entertainment: 
bought  stakes  in  ailing  United  Artists,  Ed- 
wards and  Regal  theaters;  should  emerge 
controlling  20%  of  U.S.  movie  screens. 
Founded  companies  Crusader,  Walden 
Media  to  develop  films  with  family- 
friendly  bent.  Native  Kansan  owns  L.A. 
Kings  hockey  team,  part  of  NBA  Lakers, 
4  U.S.  soccer  teams,  5  European  hockey 
clubs.  Started  in  oil  exploration  1964, 
made  fortune  1970s  buying  Utah  land 
with  massive  natural  gas  field.  Sold  half 
to  Mobil  for  $500  million,  17%  royalties, 
1982;  used  cash  to  buy  railroads  mid- 
1980s.  Scheme  to  use  rail  rights-of-way 
to  lay  fiber  optics  created  Qwest  Com- 
munications, now  owns  1 8%.  Extensive 
oil  interests  include  $450  million  stake  in 
Forest  Oil. 


Gordon  Moore 

$5.3  BILLION 

Intel  Woodside,  Calif. 

72.  Married,  2  children 

AUTHOR  OF  "MOORE'S  LAW":  POWER  OF 
microchips  doubles  every  year  (later 
amended  to  every  2  years).  Developed 
first  integrated  circuit  at  Fairchild  Semi- 
conductor in  1950s,  cofounded  Intel  with 
Robert  Noyce  (d.  1990),  venture  capital- 
ist Arthur  Rock  (see).  Intel  now  world 
leader  in  microchips  (annual  sales,  $30 
billion),  but  Silicon  Valley's  linchpin  lately 
slipping;  stepped  down  as  Intel's  chair- 
man emeritus;  gave  half  of  fortune  to 
Gordon  and  Betty  Moore  Foundation  to 
support  the  environment,  education  and 
science. 

Pierre  Omidyar 

$4.6  BILLION 

Ebay.  Palo  Alto,  Calif. 
34.  Married. 

HIS  ONLINE  AUCTION  COMPANY  WAS  A 
standard-bearer  of  the  Internet  bubble, 
but  it  still  stands  today:  stock  up  19  times 
from  1998  offering  price.  Created  Ebay 
1995  so  girlfriend  could  trade  Pez  candy 
dispensers.  Company  now  run  by  Meg 
Whitman  (see);  Omidyar  concentrates  on 
philanthropy:  plans  to  give  away  all  but 
1%  of  fortune. 

James  Goodnight 

$4.6  BILLION 

SAS  Institute.  Cary,  N.C. 
58.  Married,  3  children 


John  Sail 

$2.3  BILLION 

SAS  Institute.  Cary,  N.C. 
53.  Married,  4  children 

PARTNERS  MET  AT  N.C.  STATE,  TEAME 
to  develop  statistical  analysis  prograr 
SAS  now  world's  largest  privately  he 
software  maker.  Sales:  $1.1  billion.  Con 
munal  environment:  on-site  day  cat 
gyms,  flexible  work  schedules  suppl 
ment  stock  options.  Recent  25th-a: 
niversary  gala  had  Village  People,  KC 
the  Sunshine  Band.  Side  project  less  jo 
ous:  Midway  Airlines  filed  for  bankrupt 
in  August. 

Henry  Nicholas  III1 

$2  BILLION 

Broadcom.  Laguna  Hills,  Calif. 
42.  Married,  3  children 

Henry  Samueli 

$2  BILLION 

Broadcom.  Newport  Beach,  Calif. 
47.  Married,  3  children 

COFOUNDERS  OF  CHIPMAKER  FACIf 
tough  times.  Falling  demand  from  3Co: 
Motorola,  Cisco  bringing  revenue  d 
cline,  layoffs  to  Broadcom.  Stock  dov 
88%  from  fall  2000  high.  Partners  fi 
worked  together  at  TRW  17  years  aj 
also  at  PairGain.  Founded  Broadcc 
1991  to  make  chips  for  high-speed  coi 

Broadcom  shareholders  want  Chief 
Executive  Henry  Nicholas  to  pump 
up  the  chipmaker's  sales  and  stock  price 


142     FORBES"  October  8,  2001 


TH£  FORBES  4QQ  I  TECHNOLOGY 


munications  devices,  cable  modems. 
Nicholas:  high-profile,  hard-driving  CEO. 
Samueli  heads  tech  side,  donates  mil- 
lions^— mostly  to  education. 


I 


ames  Kim 


$1.9  BILLION 

Microchips.  Gladwyne,  Pa. 
65.  Married,  3  children 

SON  OF  KOREAN  CHIPMAKER  H.S.  KIM, 
whose  Anam  company  had  American- 
educated  James  start  up  U.S.  marketing 
arm  1968.  Amkor  Technology  now  does 
$2  billion  annual  sales:  during  Asian  fi- 
nancial crisis,  helped  out  dad's  company 
back  in  Korea.  Chip  market  now  weaker, 
losses  and  layoffs  piling  up,  stock  down. 
Also  owns  large  stake  in  Electronics  Bou- 
tique, retailer  started  by  wife,  Agnes,  as  a 
mall  stand  in  King  of  Prussia,  Pa. 

David  Duffield 

$1.9  BILLION 

PeopleSoft.  Lake  Tahoe,  Nev. 
61.  Divorced,  remarried; 
9  children 


UPBEAT  ENTREPRENEUR  COFOUNDED 
enterprise-software  outfit  PeopleSoft  in 
1987  with  $2  million;  took  public  1992; 
$1.3  billion  in  sales  by  1998.  As  chief  ex- 
ecutive, celebrated  for  mellow  manage- 
ment: played  in  rock  band  at  quarterly 
meetings,  answered  his  own  phone.  Re- 
tired spring  1999.  Duffield  now  concen- 
trates on  animal  welfare:  has  donated 
$200  million  to  date. 

Thomas  Siebel 

$1.8  BILLION 

Siebel  Systems.  San  Mateo,  Calif. 
48.  Married,  4  children 

FORMER  ORACLE  SALESMAN,  LARRY  EL- 
lison  protege,  now  competing  against  his 
old  company  and  former  mentor.  After 
exchanging  barbs  in  the  press,  now  trying 
to  downplay  rivalry:  "Larry  Ellison  is  a 
neighbor.  He's  a  friend.  Our  kids  go  to 
the  same  school."  At  Oracle  developed 
software  for  automating  sales  force.  Left 
1990,  founded  Siebel  Systems  1993,  IPO 
1996.  Donated  $32  million  to  alma  mater 
U.  of  Illinois  to  build  Siebel  Center  for 
Computer  Science. 


Theodore  Waitt 

$1.7  BILLION 
Gateway.  San  Diego. 
38.  Married,  4  children 

YOU  CAN  GO  HOME  AGAIN:  GATEV 
founder  left  chief  executive  spot  Decern 
1999,  returned  in  January  2001,  push 
out  chosen  successor,  Jeffrey  Weitz 
Shouldn't  have  left  in  the  first  place:  d 
ing  his  year  off,  computer  manufactu 
saw  margins  vanish,  stock  price  fall, 
turnaround  yet,  company  forced  to  lay 
25%  of  work  force  in  August.  Ponytai 
college  dropout  founded  Gateway  w 
brother  Norm  (see)  1985,  got  rich  on  la 
back  corporate  style,  personal  service ; 
Holstein-spotted  boxes. 

John  Morgridge 

$1.6  BILLION 

Cisco  Systems.  San  Jose,  Calif. 

68.  Married,  2  children 

BEAR  MARKET  HIT  CISCO  LATE  H 
hard:  world's  largest  networking-pn 
ucts  maker  overestimated  demand  foi 
wares.  Result:  8,500  layoffs,  $2  bill 
writedown;  stock  down  75%  from  spr 
2000  peak.  Frugal  Morgridge  beca 
chief  1988,  pushed  sales  up  300-fc 
Stepped  down  1995. 


FOLLOW  THE  MONEY 


The  average  net  wortl 
of  The  Forbes  400: 
$2.4  billion 
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HE  DOESN'T 


KNOW  HE 


NEEDS  AN 


ALOHA  SHIRT. 


UT  WE  DO. 


|t  if  you  could  anticipate  and  act  on  customers'  preferences  immediately 
?a I  time?  Now  you  can.  With  a  new  solution  from  Compaq  called  ZLE  —  Zero 

jjncy  Enterprise.  It  gives  global  retailers  the  unique  ability  to  access  years  of 
:hase  history  on  any  one  of  40  million  customers  —  in  1/4  of  a  second.  So 
'  can  react  even  before  their  customers.  And,  even  better,  way  ahead  of 
r  competition 


INNOVATIVE  PRODUCTS, 
INTEGRATED  INTO  SOLUTIONS  & 
DELIVERED  GLOBALLY 


] 


to  find  out  more  go  to  compaq.com/IT 


I  Compaq  Computer  Corporation.  Compaq  and  the  Compaq  logo  are  registered  in  the  U  S.  Patent  and  Trademark  Office, 
j  tion  Technology  is  a  trademark  of  Compaq  Information  Technologies  Croup.  L.P.  in  the  U.S.  and  other  countries.  The  zero 
1  enterprise  is  a  concept  of  Gartner. 
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Richard  Egan 

$1.5  BILLION 

EMC  Corp.  Hopkinton,  Mass. 

65.  Married,  5  children 

FORMER  MARINE  COFOUNDED  MEM- 
ory  board  supplier  EMC  1979  after  stints 
at  Honeywell,  Intel  and  Lockheed.  IPO 
1 986,  rapid  growth  after  turning  to  high- 
end  data  storage  1990s.  Resigned  chair- 
manship in  January,  freeing  up  the  gen- 
erous GOP  donor  for  new  post  as 
ambassador  to  Ireland. 

Steven  Jobs 

$1.4  BILLION 

Computers.  Palo  Alto,  Calif. 
46.  Married,  4  children 

MEDIA  DARLING  CONTINUES  TO  LEAD 
Apple  with  charm  and  petulance.  Pro- 
fesses to  be  unruffled  by  slender  5%  share 
of  PC  market,  but  recent  moves  suggest 
otherwise.  Opening  retail  chain  to  court 
"Wintel"  users;  responding  to  Dell's  on- 
slaught on  core  education  market.  Up- 
grading his  trademark  casual  wear:  wore 
suit  and  tie  to  MacWorld  in  Tokyo.  Co- 
founded  Pixar  Animation  Studios  (Toy 
Story,  Monsters,  Inc.)  after  1985  ouster 
from  Apple;  returned,  put  emphasis  on 
stylish,  powerful  computers.  Colorful 
iMac  a  hit,  but  Cube  computer  a  bust.  Bet- 
ter be  more  tricks  up  his  sleeve:  his  Apple 
stock  (all  2  shares  of  it)  worth  only  $38; 
20  million  options  are  underwater. 

Mark  Cuban 

$1.4  BILLION 

Broadcast.com.  Dallas. 
42.  Single 

Todd  R.  Wagner 

$800  MILLION 

Broadcast.com.  Dallas. 
41.  Single 

LUCKY?  SMART?  MAYBE  BOTH.  BUBBLE 
economy  made  them  wealthy;  savvy  plan- 
ning let  them  stay  that  way.  Acquaintances 
from  Indiana  U.  formed  Internet  broad- 


caster Broadcast.com  in  Dallas  1995,  sold 
to  Yahoo  4  years  later  for  $5.7  billion  in 
stock.  "Collared"  their  paper  wealth  soon 
after,  protecting  themselves  from  stock's 
eventual  slide.  Cuban  now  amuses  himself 
as  high-profile  owner  of  pro  basketball's 
Dallas  Mavericks.  NBA  executives  less 
amused — they  fined  him  7  times  for 
$505,000  last  year  for  game-related  of- 
fenses. Former  attorney  Wagner  has  eq- 
uity fund  aimed  at  minority  entrepre- 
neurs, is  developing  educational  initiatives 
for  poor  children  (see  p.  154). 


Thomas  Siebcl  says  his  fights  with 
former  boss  Larry  Ellison  are  over:  "He's 
a  friend.  Our  kids  go  to  the  same  school." 


Jeffrey  Bezos 

$1.2  BILLION 

Amazon.com.  Seattle. 
37.  Married,  I  child 

AMAZON'S  CHIEF  OPTIMIST  TELLIN 
Wall  Street  to  expect  black  ink  fc 
Christmas  2001,  but  market  remaii 
skeptical:  Stock  down  92%  from  lat< 
1999  peak.  Hit  on  online  booksellir 
idea  while  rising  star  at  hedge  fund  D. 
Shaw.  Subsequent  expansions  into  toy 
electronics,  prescription  drugs,  but 
far  core  book  and  music  businesses  a 
only  moneymakers.  Reads  Declaratic 
of  Independence  to  himself  evei 


Fourth  of  July. 


146     FORBES'  October  8,  2001 


T'S  ALWAYS 
SEASON. 


IE  OPPORTUNITY  JN  EVERY  SITUATION.  Regardless  of  the  market  environment,  Dreyfus  is 
ntly  searching  for  ways  to  help  investors  reach  their  short-  and  long-term  goals.  To  learn 
call. your  financial  advisor.  Or  for  an  advisor  referral,  call  Dreyfus  at  1-888-346-8893. 
ncial  advisor  can  provide  you  with  a  prospectus  containing  complete  information  including  charges  and  expenses 
reyfus  fund.  Please  read  it  carefully  before  you  invest.  ©2001  Dreyfus  Service  Corporation,  Distributor. 
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Stephen  Case 

$1.1  BILLION 

AOL  Time  Warner.  McLean,  Va. 

43.  Divorced,  remarried; 
5  children 

FORMER  PIZZA  HUT  MANAGER  NOW 
top  chef  at  world's  largest  media  com- 
pany after  AOL's  $112  billion  merger 
with  Time  Warner.  Plenty  of  heat  in 
kitchen:  burdened  by  $21  billion  in  debt, 
company  reeling  from  big  drop  in  ad 
spending,  increased  competition,  espe- 
cially in  cable.  Microsoft  poised  to  spoil 
bid  for  AT&T's  cable  system;  CNN  get- 
ting trounced  by  News  Corp.'s  Fox  News. 
Layoffs  do  little  to  bolster  stock.  Finding 
paradise  elsewhere:  in  December  pur- 
chased 22,000-acre  Grove  Farm  in  Kauai, 
Hawaii,  where  grandpa  once  worked. 

Sanjiv  Sidhu 

$1  BILLION 

i2  Technologies.  Dallas. 

44.  Married,  2  children 

HIS  COMPANY'S  SHARES  HAVE  BECOME 
a  B2B  casualty,  but  he's  making  out  okay, 
having  steadily  sold  i2  stock  on  the  way 
down.  Still  optimistic:  "The  world  is  get- 
ting more  and  more  exciting."  Hyder- 
abad, India  native  earned  chemical  engi- 
neering master's  at  Oklahoma  State. 
Developed  idea  for  supply-chain  man- 
agement software  while  working  at  Texas 
Instruments  artificial  intelligence  lab. 
Former  member  of  India's  national  sail- 
ing team,  learning  to  surf  this  year. 

Charles  Simonyi 

$1  BILLION 

Microsoft.  Medina,  Wash. 
53.  Single 

ONE  OF  MICROSOFT'S  ORIGINAL  PRO- 
grammers,  chief  architect  and  developer 
of  Word,  Excel  programs.  Budapest  na- 
tive, came  to  U.S.  at  age  18,  earned  bach- 
elor's from  Berkeley,  computer  science 
Ph.D.  from  Stanford.  Worked  at  Xerox's 
famed  PARC  lab;  lured  to  Microsoft  in 
1981  by  "Bill's  personality  and  vision." 


Scott  McNealy 

$975  MILLION 

Sun  Microsystems.  Palo  Alto,  Calif. 

46.  Married,  3  children 

TOOK  OVER  SUN  MICROSYSTEMS  1984 
from  Stanford  grad  school  chum 
Vinod  Khosla  (see).  Active  amateur 
hockey  player  likes  to  knock  opponents 
off  the  ice.  Biggest  target:  Microsoft. 
Called  Bill  Gates  "the  most  dangerous 
and  powerful  industrialist  of  our  age." 
Has  worries  closer  to  home — stock 
down  60%  from  a  year  ago,  profits 
down  50%,  customer  relations  soured 
last  year  over  flaws  in  some  of  its 
servers.  Still  has  faith.  Insists  Sun  will 
shine  building  servers  to  furnish  com- 
ing boom  caused  by  the  "Net  Effect": 
convergence  of  Moore's  Law  (chip 
speed),  Gilder's  Law  (bandwidth 
growth)  and  Metcalfe's  Law  (value  of 
networks). 


Scott  Cook 

$950  MILLION 

Intuit.  Woodside,  Calif. 
49.  Married,  3  children 

INTUIT  COFOUNDER  REVOLUTIONIZ 
bill  payment,  personal  finance  w: 
Quicken  software  in  1983,  took  public 
years  later.  Tried  to  sell  to  Microsoft 
$1.5  billion,  but  feds  nixed  deal  in  19' 
Surviving  all  right  on  own:  compa 
now  boasts  15  million  customers  i 
Quicken,  claims  25%  of  tax  returns  p 
pared  using  Intuit  software. 

Robert  W.  Galvin 

$950  MILLION 

Motorola.  Schaumburg,  III. 
79.  Married,  4  children 

JOINED  FATHER'S  GALVIN  MANUF/ 
turing  in  1940.  Renamed  Motorola  19 
Became  president  1956;  served  as  clt 
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Supple  yet  Sturdy  Rubber  Strap.  Resistant  Case  with 
,    Screw-locked  Crown,  Water-Resistant  to  100  m  (330  feet). 
Sophisticated  Mechanism  Actioned  by  Stylish  Oval-shaped  Pushpieces. 
Crisply  Legible  Dial  with  Hour  Markers  or  'Navy'  Style  Numerals. 
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executive  32  years.  Firm  went  from  car 
radio  producer  to  world's  sixth-largest 
chipmaker,  but  stock  down  more  than 
half  in  past  year.  Stepped  down  1990. 
Company  now  run  by  son  Christopher, 
third  generation  to  hold  top  position. 

Charles  Wang 

$925  MILLION 

Computer  Associates.  Long  Island,  N.Y. 
57.  Married,  3  children 


LICKING  HIS  WOUNDS  AFTER  A  BLOODY 
but  victorious  proxy  fight  with  share- 
holder Sam  Wyly  (see)  for  control  of  his 
software  company.  Despite  a  2-month 
campaign  to  kick  Wang  and  3  other  di- 
rectors off  board,  shareholders  voted  in 
August  to  keep  the  existing  slate.  Wang 
graduated  Queens  College  with  math  de- 
gree, started  company  in  1976;  IPO  in 
1981.  Also  owns  Long  Island  Islanders 
hockey  team  and  property  in  Oyster 
Bay,  N.Y. 


Margaret  Whitman 

$850  MILLION 

Ebay.  Palo  Alto,  Calif. 
45.  Married,  2  children 

HARVARD  M.B.A.  MADE  LIVING  HOL1 
ing  top  posts  at  Procter  &  Gambl 
Stride  Rite,  Keds  and  Hasbro.  Now  ma 
ing  millions  as  chief  executive  of  Ebc 
Internet's  leading  auction  hous 
Landed  legendary  compensation  pac 
age:  options  to  buy  14.4  million  shar 
at  3.5  cents  each. 

Vincent  C.  Smith 

$800  MILLION 

Software.  Orange  County,  Calif. 
37.  Married,  2  children 

CHARIMAN  AND  CHIEF  EXECUTIVE  ( 
Quest  Software,  computer  application 
database  testing  and  managemei 
Landed  clients  such  as  Citibank,  Sun  N 
crosystems,  AT&T,  Smuckers.  High-fl 
ing  tech  stock  after  1999  public  offerir 
but  stock  down  67%  in  past  year. 

John  W.  Stanton 
& 


family 


$780  MILLION 

Wireless.  Bellevue,  Wash. 
46.  Married,  2  children 

WIRELESS  WHIZ  KID  NOW  RUNNIf 
Deutsche  Telekom's  U.S.  operations  af 
selling  his  VoiceStream  earlier  this  ye 
Still  runs  Western  Wireless,  cell  pho 
company  he  started  1994  with  wi 
Theresa.  Started  in  cells  with  Crs 
McCaw  (see)  1982.  Grew  Western  Wi 
less  by  buying  up  smaller-market  licens 
then  moving  uptown,  spun  off  Voi« 
Stream  1999.  Graduated  from  Whitm 
College,  Harvard  Business;  started  as  te 
com  consultant  for  Ernst  &  Whinn 
Collects  wine,  also  vintage  (mid-198< 
cell  phones. 


If  layoffs  and  debt  loads  get  AOL  Time 
Warner  boss  Stephen  Case  down,  hi 
can  always  retreat  to  his  Hawaiian  farms 


He  delivers: 
Case  went  from 
pizza  man  to 
media  mogul. 
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H  and  you  thought  real  estate  brokerage  was  just  about  finding  office  space. 
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Real  estate  is  no  longer  defined  by  how  many 
cubicles  you  can  fit  on  a  floor. 

At  Cushman  &  Wakefield,  we  do  things  with 
real  estate  that  you  never  thought  possible. 
By  building  real  estate  flexibility  into  our  clients' 
business  plans,  we  protect  them  from  succumbing 
to  market  fluctuations.  We  identify  labor  pools 
with  the  right  skill  sets  at  cost-effective  levels. 
And  we  help  our  clients  enhance  shareholder 
value  through  innovative  financial  structures. 

It's  time  to  start  thinking  differently  about 
real  estate.  To  see  how  we've  leveraged  its 
true  potential  for  other  companies,  visit  us 
at  cushmanwakefield.com/success. 


•Sanaa 


A,v*>ys  think 

^  Mos/er 


800-376.3l33 
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FOLLOW  THE  MONEY 

43  members  of  The  Forbes 
400  derive  their  fortunes  from 
technology  and  software. 

1  lf*n  r~  "i  i — t  I 

1  ®@®/ 

Jon  Shirley 

$760  MILLION 

Microsoft.  Bellevue,  Wash. 
63.  Married,  3  children 

MICROSOFT'S  PRESIDENT  1983  TO  1990. 
Saw  revenues  go  from  $50  million  to  $1 
billion.  Retired,  remains  a  director.  More 
time  to  pursue  art,  which  can  be  expen- 
sive: mansion/private  museum  he's 
building  nearly  cost  him  $500,000  in 
building-violation  fines.  Collection  in- 
cludes works  by  Pollock,  Rothko  and  de 
Kooning.  Also  restores,  races  old  Ferraris. 

James  Clark 

$740  MILLION 

Netscape.  Palm  Beach,  Fla. 
57.  Married,  2  children 

SERIAL  ENTREPRENEUR  USHERED  3 
companies  to  billion-dollar  market 
caps — Silicon  Graphics,  Netscape, 
Healtheon/WebMD — but  so  far  no  such 
luck  for  his  next  2  ventures:  digital  pho- 
tography venture  Shutterfly.com  and  fi- 
nancial-advice service  myCFO.com.  Born 
poor  in  Plainview,  Texas,  joined  Navy, 
embraced  technology.  Earned  bachelor's 
and  master's  degrees  at  University  of  New 
Orleans,  Ph.D.  from  U.  Utah  1974.  Sym- 
pathetic (mostly)  subject  of  bestseller  The 
New  New  Thing. 

Norman  Waitt  Jr. 

$725  MILLION 
Computers.  Dakota  Dunes,  S.D. 
47.  Divorced,  I  child 

COFOUNDED  GATEWAY  WITH  BROTHER 
Ted  (see)  in  1985.  Left  after  fraternal  bick- 
ering: "It  stopped  being  fun."  Found 
plenty  of  fun  via  entertainment  vehicle 
Waitt  Media:  movies  (Double  Whammy), 


music  (David  Crosby).  Also  owns  5  tele- 
vision stations,  72  radio  stations,  650  out- 
door billboards. 

Stuart  Levine 

$675  MILLION 

Cabletron  Systems.  Stratham,  N.H. 

43.  Divorced,  remarried;  I  child 

Craig  Benson 

$600  MILLION 

Cabletron  Systems.  Rye,  N.H. 
47.  Married,  2  children 

PAIR  FOUNDED  CABLETRON  1983,  MADE 
custom  cables  for  linking  PCs;  moved  on 
to  networking  hubs,  struggled  as  industry 
turned  to  switches.  Eventually  relin- 
quished control:  Levine  in  1997,  Benson 
in  1999.  Company  since  split  into  2  sub- 
sidiaries, another  on  the  way.  Benson 
considering  run  for  New  Hampshire  gov- 
ernorship; Levine  spends  time  on 
Martha's  Vineyard:  "Cabletron  was 
enough  for  a  lifetime." 

Bobby  R.  Johnson 

$640  MILLION 

Foundry  Networks.  San  Jose,  Calif. 

44.  Married 

FORMER  SECOND-BEST-PAID  MAN  IN 
America  ($231  million  in  1999)  took 
steep  pay  cut;  Foundry  stock  down 
80%  in  last  year.  High-speed  network- 
ing-device manufacturer  hit  by 
Internet  slump,  struggling  to  mine 
Asian  markets  with  new  gadgets. 
Trained  at  IBM,  ran  Tri-Data, 
Centillion  Networks.  Shares  company 
with  employees,  who  own  40%. 
Gets  his  kicks  through  martial  arts 
training. 


David  Filo 

$625  MILLION 

Yahoo.  Santa  Clara,  Calif. 
35.  Single 

Jerry  Yang 

$625  MILLION 

Yahoo.  Santa  Clara,  Calif. 
32.  Married 

DOT-COM  POSTER  BOYS  HELD 
longer  than  their  peers,  but  finally 
back  to  earth:  ad  revenue  wort 
brought  stock  down  90%  in  last  year. r 
wanese  immigrant  Yang  arrived  in  C 
fornia  age  10,  met  Filo  at  Stanford  g; 
school.  Started  Yahoo  as  Internet  sear 
engine  project,  put  Ph.D.s  on  hold 
work  full  time,  went  public  1996.  No 
global  brand  offering  e-mail,  onl 
broadcasts,  auctions,  commerce.  Debu 
on  S&P  500  in  1999.  Oft-rumored  to 
merging  with  another  media  giant, : 
so  far  biggest  deal  has  been  acquiring 
Hollywood  boss  Terry  Semel  for  chief 
ecutive  slot. 


Sagging  PC  sales  threaten  to  wipe  the 
smile  off  Michael  Dell's  face. 
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A  good  insurance  company  knows  that  the 
biggest  news  isn't  always  on  the  front  page. 


It's  just  a  few  lines  in  the  back  of  the  last  section. 
But  after  years  of  smart  decisions,  it's  the  first 
time  that  you're  placing  a  help-wanted  ad  rather 
than  answering  one.  To  understand  what  moves 
business,  you  have  to  understand  what  moves 
business  people. 
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By  Brendan  Coffey 

Todd  Wagner  had  a  problem.  He  had  a  lot  of  money— 
about  $800  million— but  he  had  even  more  time  on  his 
hands.  Since  selling  his  Broadcast.com  startup  to  Yahoo 
in  1999,  the  41-year-old  had  been  mulling  over  his  options 
for  two  years. 

What  to  do?  He  could  emulate  his  Broadcast.com  part- 
ner Mark  Cuban  and  use  his  windfall  to  buy  a  hobby  like  a 
pro  basketball  team;  Wagner  had  already  invested  in  a 
movie  production  company  with  Cuban.  And  there  was  al- 
ways work:  Yahoo  executives  had  twice  offered  Wagner 
the  company's  chief  operating  officer  post. 

Instead,  Wagner  is  using  his  time  and  money  to  try  his 
hand  at  education  and  philanthropy.  The  former  attorney 
readily  admits  little  prior  knowledge  of  either  topic  field:  "I 
wanted  something  out  of  my  comfort  zone." 

The  plan  is  admirably  straightforward.  He  wants  to  try 


**** 


4fi 


out  different  educational  software  on  poor  kids,  then  track 
their  progress  through  a  battery  of  tests.  Once  he's  built  up 

S  I 

enough  data,  he'll  show  the  results  to  potential  supporters, 
armed  with  evidence  that  correlates  charitable  donations 
with  academic  success.  Other  Forbes  400  listers  like  Ted 
Forstmann  and  Walter  Annenberg  have  their  own  school 
projects.  Wagner  wants  to  chart  a  different  course.  "It's  one  of  those 
things  people  say  at  cocktail  parties  but  not  in  print:  'Where  is  the  ac- 
countability for  these  organizations?'"  he  says.  "We  know  intuitively 
charity  works.  The  challenge  is  making  it  more  efficient." 

His  Miracles  program  piggybacks  on  an  existing  charity  called  the 
Inner  City  Games,  an  after-school  athletics  program.  Miracles  started  in 
September,  with  100  kids  at  two  Dallas  locations.  Students  attend  four 


Boxod  in:  Todd 
Wagner  supplies  the 
computing  tools  for 
Dallas  youths. 


days  a  week,  two  hours  each  day.  Two  teachers  and  an 
sistant  work  with  each  class,  and  a  central  database  linl< 
to  each  student's  computer  tracks  progress  in  each  less 
and  test.  Wagner  has  donated  computers  for  each  kit 
he's  spent  more  than  $10  million  on  the  project  and  the  Inner  C 
Games— and  is  setting  up  a  program  to  procure  more.  Local  educat 
groups  are  helping  design  curriculum. 

Wagner  says  he  can't  gauge  the  results  for  at  least  a  year  s 
expects  to  tweak  the  program  for  years  to  come.  He's  got  the  tir 
"I'm  viewing  this  as  another  startup.  I'm  doing  what  I  have  to  dc 
get  it  going." 


Frank  Levinson 

$600  MILLION 

Fiber  optics.  Paio  Alto,  Calif. 
48.  Married,  3  children 

TOILIED  AT  LOW-PROFILE  FIBER-OPTIC 
network  supplier  Finisar  for  13  years, 
went  public  November  1999,  at  tail  end 
of  bubble  economy.  Last  year  company 
was  worth  $8  billion,  he  was  worth  $2 
billion.  Had  premonition  things  would 
not  last:  "Some  of  it  is  just  the  hubris  of 
the  investment  community.  It  does  not 
all  make  sense  to  me."  Post-pop:  stock 
down  80%,  company  posted  first  year  of 
losses.  Astronomy  Ph.D.  predicts  re- 
bound: "Optics  is  today  where  the  semi- 


conductor business  was  in  1962."  En- 
tered fiber  1980  with  Bell  Labs.  Left  1988 
to  start  Finisar  with  $60,000.  Became 
known  for  pioneering  work  on  gigabyte 
networking  components. 

Louis  Gerstner  Jr. 

$600  MILLION 

IBM.  Greenwich,  Conn. 
59.  Married,  2  children 

RECENTLY  KNIGHTED  BIG  BLUE  BOSS' 
contract  expires  March  2002;  he's  mum 
about  possible  renew  al.  First  outside  chief 
executive  in  IBM  history  came  from  RJR 
in  1993,  previously  ran  Amex.  Oversaw 
big  layoffs  at  computer  giant,  then  steered 


company  into  services.  Stock  up  701 
since  taking  helm. 

Bryan  Zwan 

$600  MILLION 

Digital  Lightwave.  Belleair,  Fla. 
53.  Twice  divorced,  remarried; 
3  children 

SPACE  PHYSICS  PH.D.  FOUND 
Fiber-optic  equipment  compa 
1990;  IPO  1997.  SEC  says  company  fi 
false  financial  statements;  Zwan  dispi 
allegations.  Case  set  to  go  to  court  n 
year.  Zwan  stepped  down  as  chief  exe 
live  December  1998,  resigned  from  bo 
in  2000,  still  single  largest  shareholde 
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THE 


CURE 


FOR  E-MAIL  SEPARATION  ANXIETY 
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MOTOROLA 


.100%  wireless;  0%  dial-in 


.Use  existing  e-mail  address 


.Filter  subject,  sender,  length 


he  Motorola  Unreport™  P935  Personal  Communicator 


intelligence 


Q 


everywhere 


tireless  e-mail.  Get  it.  Send  it.  When  you're  on  the  go.  You  control  what  e-mails  come  in  and  how  you  receive  them, 
lo  dialing  in  for  messages.  They  pop  up  quickly.  You  respond  quickly.  And  with  everything  from  2-way  texting  to 
alendar  to  contacts,  it  keeps  you  totally  organized.  Want  to  use  your  existing  e-mail  address?  Check  out  Motorola 
1yMail  software.  Customized  applications?  We've  got  that  too.  Along  with  other  innovative  wireless  e-mail  solutions. 
oToroLo         Purchase  and  activate  a  Timeport  P935  Personal  Communicator  by  October  31  and  get  the  first  month 
 3   of  service  freer  Call  1-800-619-9543,  code  6413,  or  visit  motorola.com/messaging/solutions/offer3 


ee  service  for  one  month.  Carrier  conditions  apply.  Offer  exclusively  available  through  participating  representatives.  Limit  one  month  free  service.  To  be  eligible,  Timeport  P935  Personal 
immunicator  must  be  purchased  by  10/31/01  and  activated  within  30  days  of  purchase.  Void  where  prohibited,  taxed  or  restricted.  Coverage  available  in  most  areas.  Subject  to  terms  and  conditions. 
OTOROIA,  the  Stylized  M  Logo  and  all  other  trademarks  indicated  herein  are  trademarks  of  Motorola,  Inc.  ©  2001  Motorola,  Inc.  All  rights  reserved.  Printed  in  the  U.S.A. 


Thanks  to  the  ingenuity 
mf  our  strong  team  here 
in  Ontario,  we've  spun  a 
jiylon  yarn  into  a  whole 
siew  global  export  market.1 


ve  Colcleugh,  Chairman,  President  and  CEO,  DuPont  Canada 


Ontario  thrives  on  R&D.  Likewise  DuPont.  DuPont  Canada's  export  sales  are  robust. 
Likewise  Ontario's.  Blend  these  strands,  and  what  emerges  is  no  tall  tale.  •  Long  a 
leading  supplier  of  nylon  fibers  for  tires,  DuPont  saw  international  tire  markets  shift  from  nylon 
to  polyester  and  steel  reinforcement.  The  business  responded  by  diversifying  their  industrial 
fiber  portfolio  into  more  specialized  applications.  •  "With  the  dramatic  increase 
in  air  bag  usage  in  the  early  1990s,  our  Kingston,  Ontario  research  facility  targeted  the  high 
end  of  that  market  -  spending  over  $60  million  to  develop  a  lighter,  stronger,  more  flexible 
nylon  fiber,"  notes  Dave  Colcleugh.  •  DuPont  Canada  is  now  the  largest  exporter  of  air 
bag  yarns  in  the  world  -  and  total  export  sales  have  surged  by  nearly  two  thirds  in  the  last 
six  years.  •  Ontario's  central  location,  excellent  infrastructure  and  duty-free  access  to  all  of 
North  America  helped  make  this  possible.  •  Further,  the  province  welcomes  knowledge 
and  technology-based  enterprise,  with  among  the  most  generous  R&D  tax  credits 
anywhere.  •  And  KPMG  confirms  that  Ontario  outperforms  7  leading  industrial  nations 
as  a  place  to  grow,  based  on  land,  labor,  and  construction  costs.  •  Get  the  full  story. 


fww.2ontario.com 

800  819  8701 


Ontario 

Canada 

The  Future  s  Right  Here 


THE  FORBES  400 


MS 


You  can  base  a  media  em- 
pire on  anything  from  dinner 
parties  to  Power  Rangers. 
Just  ask  these  moguls. 


Barbara  Cox 
Anthony 

$11.3  BILLION 
Newspapers,  radio,  TV.  Honolulu 
78.  Married,  2  children 

Anne  Cox 
Chambers 

$11.3  BILLION 
Newspapers,  radio,  TV.  Atlanta. 
81.  Twice  divorced,  3  children 

SIBLINGS  WHO  INHERITED  NEWSPAPER 
fortune  started  by  father  James  M.  Cox 
(d.  1957).  Cox  Enterprises  today:  18  daily 
newspapers  (including  flagship  Atlanta 
Constitution),  cable  systems  (6  million 
subscribers),  radio  and  television  sta- 
tions; also  Manheim  car  auctions.  Sisters 
maintain  control,  but  company  run  by 
Barbara's  son,  James  Kennedy.  Anne: 
Democratic  fundraiser,  ambassador  to 
Belgium  under  Carter. 

John  Kluge 

$10.6  BILLION 
Metromedia.  Charlottesville,  Va. 
87.  Thrice  divorced,  remarried; 
3  children 

MADE  FIRST  FORTUNE  BUILDING,  SELL- 
ing  portfolio  of  broadcasting  and  cellular 
properties  under  Metromedia  banner. 
Second  fortune  in  fiber  optics  more  fleet- 
ing: original  $30  million  investment  in 
Metromedia  Fiber  worth  $2.3  billion  a 
year  ago;  today  worth  $65  million. 


Sumner  Redstone 

$10.1  BILLION 

Viacom.  Newton  Centre,  Mass. 

78.  Married,  2  children 

LITTLE-NOTED  BENEFIT  TO  RUNNING 
your  own  media  conglomerate:  easier  to 
publish  your  autobiography.  Viacom- 
owned  Simon  &  Schuster's  A  Passion  to 
Win  lays  out  Redstone's  story,  including 
his  start  at  father's  drive-in  movie  busi- 
ness in  1954.  Viacom  empire  now  in- 
cludes CBS,  Paramount,  MTV,  Block- 
buster Video,  Infinity  Broadcasting;  this 
year  added  Black  Entertainment  Televi- 
sion. Reports  of  rift  between  him  and 
number  2  Mel  Karmazin;  split  between 
Sumner  and  wife  Phyllis  well-docu- 
mented— the  2  are  in  divorce  court. 

Rupert  Murdoch 

$7.5  BILLION 

News  Corp.  LA;  NYC. 

70.  Twice  divorced;  remarried, 

4  children 

PLUCKY  MEDIA  BARON  TURNING  FOX 
News  Channel  from  hard-to-find  cable 
outlet  to  front-runner  (full  disclosure: 
FORBES  partners  with  the  network  in  a 
weekend  television  show).  The  com- 
pany's recent  $5.3  billion  purchase  of 
Chris-Craft  Industries  (see  Siegel)  gives  it 
access  to  over  40%  of  national  viewing 
audience,  but  it's  still  struggling  to  gain 
control  of  satellite  broadcaster  DirecTV. 


WW? 


Haim  Saban  has  time  to  woof  it  up 
after  pocketing  one  of  Hollywood's  biggest 
paychecks,  but  he  says  he's  not  retiring. 


I 
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Charles  Ergen 

$7.1  BILLION 

Satellite  television.  Denver. 

48.  Married,  5  children 

FORMER  FINANCIAL  ANALYST  FOR 
Frito-Lay  founded  satellite-TV  provider 
EchoStar  1980;  now  6  million  sub- 
scribers. Sued  Rupert  Murdoch  after 
failed  merger  with  News  Corp.  in  1997; 
battling  again  over  purchase  of  DirecTV. 
Deal  would  give  EchoStar  90%  of  the 
U.S.  satellite  market,  but  antitrust  con- 
cerns likely  to  kill  any  deal. 

Robert  E. 
(Ted)  Turner 

$6.2  BILLION 

Television.  Atlanta. 

62.  Thrice  divorced,  5  children 

HE'S  HAD  BETTER  YEARS.  NOW  FACING 
life  without  power  (lost  control  of  CNN 
to  AOL  Time  Warner  bosses)  and  with- 
out Jane  Fonda  (lost  in  May  divorce). 
May  be  able  to  patch  up  psyche  with 
knowledge  that  he's  still  AOL's  largest  in- 
dividual shareholder.  Possible  future 
moves  include  a  small  movie  studio,  stake 
in  Russian  TV  network.  Active  philan- 
thropist, conservationist;  more  than  a 
million  acres  of  western  land. 

Si  Newhouse  Jr. 

$5  BILLION 

Publishing,  New  York  City. 
73.  Divorced,  remarried; 
3  children 

Donald  Newhouse 

$5  BILLION 

Publishing.  Somerset  County,  N.J. 
71.  Married,  3  children 

BROTHERS  WHO  INHERITED  NEWSPA- 
per  and  magazine  empire  Advance  Pub- 
lications from  father  Sam  Sr.  (d.  1979). 
Si  runs  magazine  group  Conde  Nast 
(Vanity  Fair,  New  Yorker,  Wired);  Donald 
oversees  more  profitable  newspaper  di- 


vision (Newark  Star-Ledger,  Cleveland 
Plain  Dealer). 

Walter  Annenberg 

$4  BILLION 
Publishing.  Wynewood,  Pa. 
93.  Divorced,  remarried; 
I  child  (I  deceased) 

FATHER  MOSES  (D.  1942)  PUBLISHED 
Philadelphia  Inquirer,  Daily  Racing  Form. 
Walter  inherited  debt-ridden  Triangle 
Publications  at  age  32.  Turned  around, 
expanded,  first  with  Seventeen,  then  TV 
Guide.  Sold  Inquirer  to  Knight  Ridder  in 
1970,  the  rest  to  Rupert  Murdoch  for  $3 
billion  1988.  Ambassador  to  England 
under  Nixon;  major  philanthropist. 

Michael 
Bloomberg 

$4  BILLION 

Financial  news.  New  York  City. 
59.  Divorced,  2  daughters 

EPONYMOUS  TERMINALS  DISPENSE  A 


His  DreamWorks  studio  is  winning 
awards  and  selling  tickets,  giving 
Steven  Spielberg  more  time  to  party. 


steady  stream  of  news,  bond  yields,  SI 
filings,  baseball  scores  to  161,000  cu 
tomers.  Big  donor  to  charity  last  yel 
spent  millions  more  this  year  on  N< 
York  City  mayoral  bid. 

David  Geffen 

$3.9  BILLION 
Entertainment.  Malibu,  Calif. 
58.  Single 

WITH  STEVEN  SPIELBERG  AND  JEFFR 
Katzenberg,  perspicacious  partner 
Hollywood  hit-factory  DreamWor 
SKG.  Studio  launched  to  unprecedent 
media  fanfare  1994;  became  media  pi 
cushion  after  apparent  slow  start.  R 
demption  has  been  more  recent:  Savi 
Private  Ryan,  American  Beauty,  Gladx 
tor,  Shrek.  Shrewd  investor  kept  estimat 
$2  billion  nest  egg  out  of  the  market  di 
ing  Internet's  rise  and  fall,  but  lately  di 
ping  back  in:  $300  million  investment 
drug  wholesaler  McKesson  up  100%. 

George  Lucas 

$3  BILLION 

Movies.  Marin  County,  Calif. 

57.  Divorced,  3  children 

THE  FORCE  BEHIND  STAR  WARS  MAI 
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A  PERSPECTIVE  ON  VALUE  INVESTING 


ONCE  AGAIN, 

THE  TORTOISE  BEATS 

THE  HARE. 


You've  heard  it  before.  Slow  and 
steady  wins  the  race.  Thank 
goodness  storybook  endings  also 
pertain  to  investment  strategies. 

Take  a  close  look  at  the  per- 
formance of  our  Mutual  Shares 
Fund.  What's  the  secret  of  its 


Mutual  Series'  activist  approach  has  provided 
winning  performance. 


potential  investments  under 
intense  scrutiny  based  on  their 
own  primary  research.  Finally, 
they  stand  ready  to  get  actively 
involved  in  the  companies  they 
invest  in.  The  fact  is,  they're 
prepared  to  do  whatever  it  takes 


Mutual  Shares  Fund  |  Average  Annual  Total  Returns  8/31  IQV 


TWENTY  YEAR 

TEN  YEAR 

FIVE  YEAR 

ONE  YEAR 

1  

15.2% 

14.8% 

13.4% 

7.4% 

1|  competitive  performance  through  market  upswings 
II  and  downturns?  Consistently  following  our  time- 

\  tested,  value-driven  approach  to  investing. 

First,  our  analysts  dig  deep  to  find  undervalued 

I  securities  others  have  overlooked.  Next  they  put 


to  actively  increase  long-term  shareholder  value. 

To  gain  further  perspective  on  choosing  a  Mutual 
Series  Fund  for  your  portfolio,  contact  your  investment 
representative,  call  1 -800-FRANKLIN  Ext.  P551  or 

visit  our  website  at  f  ranklintempleton.com. 


FRANKLIN  TEMPLETON 
INVESTMENTS 

<  GAIN  PERSPECTIVES 


(Temnleton  Distributors,  Inc.,  One  Franklin  Parkway,  San  Mateo,  CA  94403  Call  for  a  free  prospectus  containing  more  complete  fund  information,  including  sales  charges,  expenses 
is.  Please  read  it  carefully  before  you  invest  or  send  money. 

\\  in  companies  involved  in  mergers,  reorganizations  and  liquidations  involves  special  risks.  Foreign  investing  involves  special  risks  including  currency  fluctuations  and  political  uncertainty, 
[nance  figures  shown  pertain  to  Class  A  shares  of  the  fund.  The  fund  offers  other  share  classes,  which  are  subject  to  different  fees  and  expenses,  which  will  affect  their  performance.  Please  see 
pectus  for  more  information.  Prior  to  1 1/1/96,  only  a  single  class  of  fund  shares  was  offered  without  a  sales  charge  and  Rule  1 2b- 1  expenses.  Returns  shown  are  a  restatement  of  the  original 
[fund  shares  to  include  the  Rule  12b-1  expenses  and  5.75%  maximum  initial  sales  charge  as  though  in  effect  from  tie  fund's  inception.  Average  annual  total  returns  represent  the  average  annual 
in  value  of  an  investment  over  the  indicated  periods  ended  8/31/01  and  assume  reinvestment  of  dividends  and  capital  gains  at  net  asset  value.  Investment  return  and  principal  value  will  fluctuate  so 
•  shares,  when  redeemed,  may  be  worth  more  or  less  than  their  original  cost.  Past  performance  does  not  guarantee  future  results.  fobio/oi 
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Now  that  his  AT&T  divorce  is  final, 
John  Malonecan  pursue  new  partners. 


an  estimated  $250  million  last  year,  al- 
most all  of  it  from  video  sales  of  The 
Phantom  Menace.  The  filmmaker  is  now 
working  on  the  next  Star  Wars  install- 
ment, Attack  of  the  Clones. 

Charles  Dolan 

$2.6  BILLION 
Cable  TV.  Oyster  Bay,  N.Y. 
74.  Married,  6  children 

LIFELONG  CABLE  GUY  NOW  AN  ENTER- 
tainment  titan:  owns  pro  sports  teams 
(basketball's  New  York  Knicks,  hockey's 
New  York  Rangers),  cable  channels 
(American  Movie  Classics,  Bravo),  movie 
theaters  (Clearview  Cinema  Group),  re- 
tailing (The  Wiz),  Radio  City  Music  Hall. 
Reportedly  vying  for  controlling  interest 
in  Boston  Red  Sox. 

A.  Jerrold 
Perenchio 

$2.5  BILLION 

Television.  Bel  Air,  Calif. 

70.  Twice  divorced,  remarried; 

3  children 

TALENT  AGENT  IN  THE  1960s  REPRE- 
sented  Liz  Taylor,  Marlon  Brando. 
Formed  production  house  Embassy 
Communications  with  producer  Nor- 


man Lear  1974  (All  in  the  Family);  sold 
to  Coca-Cola  1985  for  $485  million.  With 
partners  bought  Spanish-language 
broadcaster  Univision  for  $550  million 
in  1992.- Took  public  1996.  Market  cap 
now  $5.5  billion.  Privacy-loving  media 
mogul  big  donor  to  California  Governor 
Gray  Davis'  reelection  campaign. 

Amos  Hostetter  Jr. 

$2.5  BILLION 
Cable  TV.  Boston. 
64.  Married,  3  children 

CABLE  VETERAN  BUILT  CONTINENTAL 
Cablevision  into  big  operator,  sold  to  US 
West  in  1996;  sold  again  3  years  later  as 
MediaOne  to  AT&T  for  $58  billion.  Took 
cash  and  shares,  but  cash  faring  better 
than  sinking  AT&T  stock.  Rumored  in- 
vestor in  upcoming  YankeeNets  sports 
network. 

Steven  Spielberg 

$2.1  BILLION 
Movies.  Pacific  Palisades,  Calif. 
54.  Divorced,  remarried; 
7  children 

HOLLYWOOD  LEGEND  WOWED  AUDI- 
ences  directing  hits  like  Jaws,  E.T.  and 
Raiders  of  the  Lost  Ark;  wowed  critics  with 
WWII  flicks  Schindler's  List  and  Saving 
Private  Ryan.  A  passionate  archivist  of 
Holocaust  stories.  The  DreamWorks 
partner  teamed  with  Tom  Hanks  to  make 
Band  of  Brothers,  a  10-hour  series  for 
HBO  that  cost  estimated  $120  million. 
Next  up:  Catch  Me  if  You  Can,  starring 
Leonardo  DiCaprio. 

John  Malone 

$2.1  BILLION 

Cable  television.  Parker,  Colo. 

60.  Married,  2  children 

SOLD  TCI  TO  AT&T  TWO  YEARS  AGO  FOR 
$54  billion.  Watched  in  frustration  as  his 
AT&T  stock  holdings  lost  $802  million 
of  their  value  and  fought  frequently  with 
AT&T  management.  Another  insult  came 
when  he  was  excluded  from  negotiations 


to  sell  TCI  to  Comcast.  Spun  off  medi 
investment  company  Liberty  Media 
August;  now  locked  in  suit  over  his  Sta 
movie  channel.  Invasion  of  Europe  pr 
ceeding  with  purchase  of  cable  syster 
from  Deutsche  Telekom. 

Patrick  McGovern 

$2  BILLION 
Publishing.  Nashua,  N.H. 
64.  Divorced,  remarried; 
4  children 

LIFELONG  COMPUTER  LOVER  SCORI 
early  in  tech  boom  publishing  magazir 
like  PC  World  and  Computerwort 
Turned  International  Data  Group  in 
one-stop  shop  for  all  things  tech:  boo 
(popular  Dummies  series),  trade  she 
(Macworld),  magazines.  Revenues:  $; 
billion.  Sold  Dummies  series  for  $1 
million,  but  unlikely  to  get  much  for  i 
cently  folded  tech  sheet  Industry  Sta 
dard.  Surviving  tech  slump  thanks 
IDG's  considerable  business  abroad. 

Alan  Gerry 

$1.9  BILLION 
Cable  TV.  Liberty,  N.Y. 
72.  Divorced,  remarried; 
3  children 

HIGH  SCHOOL  DROPOUT,  EX-MARI1 
built  own  TV  tower  with  $1,500. 
quired  cable  franchises,  built  Cablevisi 


FOLLOW  THE  MONEY 


Combined  net  worth 
of  The  Forbes  400: 
$946  billion 
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We  care  for  the  male  gender:  take  the  mechanical 
pilot's  chronograph,  for  instance.  Soft-iron  inner 

case  for  protection  against  magnetic  fields. 
Mechanical  chronograph  movement.  Self-winding. 
Water-resistant  to  200  feet  and  proof  against 
subatmospheric  pressure  even  at  52,000  feet. 
Ref.  3706  in  stainless  steel,  $3,995 
(suggested  retail  price). 


IWC 


Since  1868. 
And  for  as  long  as  there  are  men. 


wartime 

extraordinary  watches  &  jewelery 

Westside  Pavilion 
10800  W.  Pico  Blvd.  Los  Angeles,  CA  90064 
(310)  470-1388  (888)  9-WESTIME 
www.westimewatches.com 

To  receive  a  one  year  FREE  subscription  to  WATCH  INTERNATIONAL 
and  complete  IWC  catalog  please  call  (800)  432-9330.  www.iwc.ch. 
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"Giving  away 
money  is  as  difficult 


Industries.  Sold  to  Time  Warner  in  1996 
for  $2.8  billion;  now  owns  AOL  Time 
Warner  stock.  Other  investments  through 
Granite  Associates,  including  performing 
arts  center  to  be  built  next  to  the  original 
Woodstock  concert  grounds. 

Edward 
Lewis  Gaylord 

$1.8  BILLION 

Media.  Oklahoma  City. 

82.  Widowed,  4  children 

FATHER  E.K.  (D.  1974)  INVESTED  IN  DAILY 
Oklahoman  newspaper  1903,  added 
radio,  television.  Eddie  took  over  after  fa- 
ther died  at  101,  still  owns  paper.  Also  de- 
veloped Grand  Ole  Opry,  Opryland  USA, 
Nashville  Network;  went  public  as  Gay- 
lord  Entertainment  in  1991;  sold  most 
cable  networks  to  CBS  1997.  Company 
overexpanded,  forced  to  pare  back  and 
take  big  losses  in  2000.  Family  no  longer 


Retiree  Harold  Lenfest  now 
concentrates  on  "giving  a  lot  of  money 
away"— at  least  $270  million  last  year. 


directs  management  since  Eddie's  son 
E.K.  II  quit  chairman  post  April  2001. 

Robert  Naify 

$1.7  BILLION 

Movie  theaters.  San  Francisco. 

79.  Widowed,  6  children 

SON  OF  LEBANESE  IMMIGRANT  WHO 
started  movie  theater  company  in  At- 
lantic City,  N.J.  in  1912.  Robert  and 
brother  Marshall  (d.  2000)  inherited, 
eventually  sold  company  to  John  Malone 
(see)  in  1986  for  cash  and  TCI  stock. 

Lowry  Mays 

$1.6  BILLION 

Radio.  San  Antonio. 

65.  Married,  4  children 


HARVARD  BUSINESS  SCHOOL  GR/| 
bought  first  radio  station  1972  with  f 
low  Texan  Billy  Joe  (Red)  McCombs  (se 
Expanded,  took  public  as  Clear  Chani 
Communications  1984.  Now  the  natioi 
largest  radio  broadcaster,  with  some  1,2 
stations.  Moved  into  concert  promoti 
last  year  after  buying  SFX  Entertainme 
for  $4.4  billion.  But  recent  advertisi 
slump  stinging:  Clear  Channel  sto 
down  30%  in  the  past  year. 

Lawrence  Flinn  Jr 

$1.5  BILLION 
Satellite  TV.  Greenwich,  Conn. 
66.  Married,  3  children 

FORMER  INVESTMENT  BANKER  TURN 
cable  company  into  satellite  distribu 
United  Video  Satellite  Group.  Th 
moved  into  electronic  TV  listings  w 
Prevue  Network.  Took  public  1993.  S< 
for  TCI  stock;  now  owns  shares  in  ATc 
Liberty  Media. 
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America's  small  business  owners. 
They're  working  twenty-four  hours  a 
day,  seven  days  a  week,  turning  ideas 
into  the  corporations  of  tomorrow. 
What  keeps  them  going?  Ambition, 
strong  coffee  and  a  consistent,  reliable 
source  of  electricity.  The  success 
of  small  businesses  in  America  is 
placing  new  demands  on  our  national 
electricity  supply.  And  there  are 
more  challenges  ahead.  But  with 
government  and  community  support, 
America's  power  companies  can 
build  the  new  generation  facilities 
and  transmission  lines  our  nation 
needs.  Together,  we  can  ensure  that 
today's  entrepreneurs  have  the  power 

they  need  to  keep  growing.  Visit 
www.eei.org  to  learn  how  American 
progress  depends  on  power. 


America  s  Power  Source 


family 


George  L. 
Lindemann  &  family 

$1.4  BILLION 

Media,  natural  gas.  Palm  Beach,  Fla. 
65.  Married,  3  children 

WHARTON  GRAD  SOLD  CONTACT  LENS 
patent  for  $60  million  in  1971,  used  pro- 
ceeds to  create  Vision  Cable;  sold  for  $220 
million  in  1982.  Built  cellular  phone 
company  Metro  Mobile,  sold  to  Bell  At- 
lantic for  $2.6  billion  in  1992.  Now  into 
natural  gas  (28%  of  Southern  Union); 
also  Spanish-language  radio  stations. 

Leonard  Tow 
& 

$1.4  BILLION 
Media.  New  Canaan,  Conn. 
73.  Married,  3  children 

©FORMER  COLUMBIA  ECONOMICS 
professor  gets  an  "A"  for  timing: 
sold  Century  Communications  cable 
group  to  Adelphia  for  $5.2  billion  in 
1999,  when  cable  conglomeration  pushed 
prices  to  their  peak.  With  wife  Claire  one 
of  Adelphia's  single  largest  shareholders. 
Also  runs  Citizens  Communications,  the 
second-largest  rural  telecom,  with  2.5 
million  lines  in  24  states.  Grew  up  over 
family  discount  store  in  Brooklyn;  grad- 
uated from  Brooklyn  College,  econom- 
ics Ph.D.  from  Columbia.  Taught  at  alma 
mater,  then  brief  stints  as  a  Broadway 
producer  and  management  consultant, 
then  worked  for  early  cable  outfit 
TelePrompTer.  With  wife  launched  Cen- 
tury using  $1 1,000  of  their  own  money. 
Supports  the  arts  (director,  American 
Ballet  Theater),  Brooklyn  College  and 
programs  for  troubled  youth. 

Stanley  Hubbard 

$1.4  BILLION 

Broadcasting.  St.  Mary's  Point,  Minn. 
68.  Married,  5  children 

TOOK  OVER  FATHER'S  RADIO,  TV  PORT- 
folio  1981;  Hubbard  Broadcasting  now 


owns  12  TV  stations,  4  radio  stations. 
Launched  U.S.  Satellite  Broadcasting, 
took  public  1996,  sold  to  General  Mo- 
tors' Hughes  unit  1999;  latter  now  pur- 
sued by  fellow  Forbes  400  members  Ru- 
pert Murdoch  and  Charles  Ergen. 

Billy  Joe 
(Red)  McCombs 

$1.4  BILLION 
Cars,  radio.  San  Antonio. 
73.  Married,  3  children 

AUTO  MECHANIC'S  SON  FROM  SPUR, 
Tex.  dropped  out  of  law  school  to  sell 
cars.  Owned  first  dealership  at  age  25; 
claims  to  be  one  of  few  to  make  money 
selling  ill-fated  Edsel.  Once  owned  50 
dealerships,  now  down  to  7.  Net  worth 
rides  on  big  stake  in  Clear  Channel 
Communications,  radio  outfit  started 
with  Lowry  Mays  (see)  1972.  Former 


college  football  player  concentrates 
sports  (pro  football's  Minnesc 
Vikings);  invests  in  oil,  real  estate,  I" 
tive  American  art.  Donated  $50  milli 
to  University  of  Texas'  McCorrj 
School  of  Business. 

Frank  Batten  Sr. 

$1.4  BILLION 
Media.  Virginia  Beach,  Va. 
74.  Married,  3  children 

OLD  MEDIA  INVESTMENTS  STILL  BRT 
in  the  cash  for  Landmark  Communi 
tions.  Holdings  include  newspapers  (fll 
ship  Virginian-Pilot),  television  statio 
cable  (The  Weather  Channel);  stakes 
AT&T,  Liberty  Media.  Son  Frank  Jr.  ni 
chairman,  made  news  with  $2  million 
vestment  in  Internet  company  Red  I 
that  eventually  turned  into  $3.6  billi 
before  turning  back  into  less  than  $! 
million  today. 
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1911,  Wausau  Insurance  teamed  with  initial  clients  Wausau-Mosinee  Papers  and  Beloit  Box  Board  Co.  to  provide 
iter  work  environments,  and  compassion  for  injured  employees.  Today,  we  celebrate  our  90th  year  of  protecting 
:>rkers,  including  those  of  our  two  original  customers.  And  we  look  forward  to  supporting  them  all  for  years  to  come. 

iusau  Insurance  Companies  ■  2000  Westwood  Drive,  Wausau,  Wl  54401  ■  wausau.com  ■  A+  A.M.  Best  Rating  ■  Member  of  Liberty  Mutual  Group 


What  can  we  do  to  help  you? 
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George  Lucas  doesn't  need  to  race 
to  finish  his  next  Star  Wars  installment. 


Gary  Magness 

$1.3  BILLION 
Inheritance.  Cherry  Hills,  Colo. 
47.  Divorced,  2  children 

Kim  Magness 

$1.3  BILLION 

Inheritance.  Greenwood  Village,  Colo. 
49.  Married,  2  children 

TWO  SONS  OF  TCI  FOUNDER  BOB  MAG- 
ness  (d.  1996),  who  started  Texas  cable 
outfit  in  1955.  Inherited  stock  after  court 
fight.  Brothers  extremely  private.  Gary 
engaged  to  Sarah  Siegel,  head  of  women's 
lingerie  maker  SoLow  Underwear. 

Robert  Johnson 

$1.3  BILLION 

Cable  television.  Washington,  D.C. 
55.  Married,  2  children 


LONG  PEGGED  AS  NICHE  PR 
gramming,  his  Black  Entertai 
ment  Television  made  him  a  billiona 
when  he  sold  the  network  to  Viacom 
year  (see  story,  p.42). 


Haim  Saban 

$1.3  BILLION 
Television.  Los  Angeles. 
56.  Divorced;  remarried,  4  childre 

# STRUCK  IT  RICH  WITH  MYSTI1 
ingly  popular  Mighty  Morpf 
Power  Rangers  TV  show,  toy  franchise 
1980s.  Sold  to  Rupert  Murdoch  in 
change  for  half  of  Fox  Family  Netwo 
but  bigger  payoff  when  Murdoch  agre 
to  sell  channel  to  Disney  this  year  for 
billion:  "Michael  Eisner  said  himself  r 
been  fantasizing  about  this  deal  for  3  ye; 
I  agree  with  him,  he  should  have  fan 
sized  about  it"  Big  Democratic  donor,  s 
he's  not  retiring:  "There  are  great  hide 


Call  1-800-OK-CANON  ext.  50  or  visit  www.imagerunner.com 


Overnigrrt 
Delivery 


|631 962 


j 


A  box  that  delivers 
paper  documents 
anywhere  overnighi 


Introducing  the  Canon  imageRUNNER  with  document  distribution  technology.  Now 

send  paper  documents  anywhere,  in  any  form,  at  anytime,  right  over  your  network  or  the  internet,  tnstanta  ■ 
Simply  scan  a  document  into  the  imageRUNNER  5000,  and  you  can  send  it  to  any  desktop,  e-mail 
fax  machine,  database  or  file  server.  And  since  the  Canon  imageRUNNER  is  capable  of  integrating  directly  v 


*  Requires  additional  software  which  is  sold  separately.  Speak  tc  your  authorized  Canon  dealer. 
Canon  is  a  registered  trademark  and  IMAGERUNNER  and  Canon  Know  How  are  trademarks  of  Canon  Inc.  IMAGEANYWARE  is  a  service  mark  of  Canon  U.S.A.,  Inc.  ©2001 
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portunities  in  the  entertainment  in- 
stry  that  haven't  been  explored." 


rederick  (Ted) 
ield 


2  BILLION 

idia.  Beverly  Hills. 
Thrice  divorced,  6  children 

CMdlfjlSHALL  FIELD  DEPARTMENT  STORE 
r,  unlikely  impresario  behind  Inter- 
>pe  film  and  music  empire.  Now 
a; :  l  ?ling  the  dice  with  flagging  Internet 
npany  ArtistDirect;  plans  to  parlay 
N'eiw  [lection  of  fan  sites  into  multipurpose 
fisic  outfit. 

yearfoi 
ikselfl 
[for  3] 


irk  Ziff 


i  !  2  BILLION 

:donor,:  eritance.  New  York  City. 

eiri  Married,  I  child 
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46  members  of 
The  Forbes  400 
are  women. 


Robert  Ziff 

$1.2  BILLION 
Inheritance.  New  York  City. 
34.  Married 

Daniel  Ziff 

$1.2  BILLION 
Inheritance.  New  York  City. 
29.  Single 

SONS  OF  WILLIAM  ZIFF  JR.,  WHO  BUILT 
Ziff-Davis  Publishing  empire  (Car  &  Dri- 
ver, Boating).  Sold  for  $2.1  billion  1994, 
retired  to  Florida,  handed  sons  control. 


Brothers  invest  proceeds  via  Ziff  Brothers 
Investments.  Strategy:  hire  Wall  Street 
money  managers  to  run  various  arms, 
bet  on  venture  capital  funds,  tech  stocks 
and  corporate  debt. 

H.  Fitzgerald 
Lenfest 

$1.1  BILLION 

Cable  TV.  Huntingdon  Valley,  Pa. 
71.  Married,  3  children 

SOLD  HALF  OF  HIS  PHILADELPHIA-AREA 
cable  outfit  Lenfest  Communications  to 


/erf    Or  a  box  that 
nts  elivers  them  instantly 
over  the  internet? 


;-maiL  lanfax,  and  document  management  software,  you  can 
e  your  investment  In  these  systems*  The  cost  and  hassle 
ght  delivery  are  finally  over.  At  Canon,  we're  giving  people 
p,!  ir-howto  make  paper  documents  work  in  an  internetworld. 


SCAM  SEND         desktop  PRINT 


Canon 


KNOW  HOW 


AT&T  in  1999.  The  following  year  AT&T 
sold  it  to  Comcast,  leaving  Lenfest  and 
children  major  Comcast  stockholders. 
Now  focusing  on  philanthropy:  over 
$270  million  in  donations  in  past  year  to 
education,  the  arts. 

Herbert  Siegel 

$1.1  BILLION 

Television.  New  York  City. 

73.  Twice  divorced,  remarried; 

2  children 

MADE  NAME  IN  THE  EARLY  1980S  AS 
white  knight  investor  in  then-struggling 
Warner  Communications;  relations 
soured  when  he  tried  to  block  merger  with 
Time  Inc.  Started  United  Paramount  Net- 
work with  Viacom,  which  lost  $800  mil- 
lion in  5 -year  period.  Became  a  billionaire 
anyway  after  selling  parent  company 
Chris-Craft  to  News  Corp.  for  $5.3  billion. 

Henry  Yuen 

$1.1  BILLION 

Gemstar-TV  Guide.  Pasadena,  Calif. 
53.  Divorced,  2  children 

CHINESE-BORN  MATHEMATICIAN- 
turned-lawyer  devised  VCR  Plus  tech- 
nology 1989,  then  Gemstar:  onscreen  TV 
program  menu.  Outfoxed  Rupert  Mur- 
doch and  John  Malone  for  TV  Guide. 
Now  envisions  electronic  interface  that 
lets  viewers  click  directly  to  programs 
from  Gemstar's  channel.  Relying  on  law 
degree  to  shut  out  competing  systems. 
"The  courts  will  make  the  decision  about 
whose  intellectual  property  is  behind  the 
guides  in  use."  Consumers  making  deci- 
sion on  his  electronic-book  venture:  tepid 
sales  so  far. 

Brian  Roberts 

$1  BILLION 

Comcast.  Coatesville,  Pa. 
42.  Married,  3  children 


Martha  Stewart's  fortune  has  gotten 
a  little  cozier  in  the  last  year,  but  she  still 
has  enough  to  host  a  decent  dinner  party. 


COMCAST  CHIEF  ROCKED  THE  MEDIA 
world  in  July  with  unsolicited  $58  billion 
bid  for  AT&T's  cable  assets.  If  successful, 
would  become  nation's  largest  cable 
provider.  Plenty  of  obstacles  remain:  law- 
suits (see  John  Malone),  competing  bids 
(see  Steve  Case). 

Roy  Disney 

$1  BILLION 

Walt  Disney.  Los  Angeles. 

71.  Married,  4  children 

NEPHEW  OF  CARTOONIST  WALT  DISNEY 
still  presides  over  Mouse  House  anima- 
tion unit,  but  other  distractions  equally 
colorful.  Instigating  breakup  of  Australian 
industrial  conglomerate  Pacific  Dunlop 
via  private  investment  vehicle  Shamrock 


Holdings  (assets  under  management: 
billion);  piloted  72-foot  pleasure  cr 
Pyewacket  to  second-place  finish  in  LA- 
Honolulu  sailing  race. 

William  Randolph 
Hearst  III 

$1  BILLION 
Inheritance.  San  Francisco. 
52.  Married,  3  children 

Austin  Hearst 

$900  MILLION 
Inheritance.  Englewood,  N.J. 
49.  Divorced,  remarried; 
3  children 
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DERIVIUM 
CAPITAL 


WWW.DERIVIUM.COM 


1-888-DERIVIUM 


'    CLIENT  SERVICES  OFFICE  TEL  415  983  9500  FAX  415  983  9510 
THE  90%  STOCK  LOAN  IS  A  PROPRIETARY  PROGRAM  AND  A  SERVICE  MARK  OF  DERIVIUM  CAPITAL. 
$100,000  MINIMUM  PORTFOLIO  VALUE  REQUIRED  TO  QUALIFY.  ©2001  DERIVIUM  CAPITAL,  LLC. 
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His  New  York  mayoral  bid  means 
Wlichael  Bloomberg  spends  less 
time  at  work,  more  time  on  the  streets. 


George  Randolph 
Hearst  Jr. 

$900  MILLION 
Inheritance.  Los  Angeles. 
74.  Widowed,  divorced, 
remarried;  4  children 

Phoebe  Hearst 
Cooke 

$900  MILLION 

Inheritance.  San  Francisco. 

74.  Divorced,  remarried;  I  child 

Millicent  V. 
Boudjakdji 

$900  MILLION 
Inheritance.  Los  Angeles. 
61.  Married,  3  children 

David  Hearst  Jr. 

$900  MILLION 
Inheritance.  Los  Angeles. 
56.  Single 

SIX  GRANDCHILDREN  OF  WILLIAM 
Randolph  Hearst  (d.  1951),  legendary 
media  tycoon  who  built  nation's  largest 
newspaper  chain.  Today  privately  held 
Hearst  operates  12  dailies  (San  Francisco 
Chronicle),  16  magazines  {Harper's 
Bazaar,  Cosmopolitan),  TV  stations  via 
publicly  traded  Hearst-Argyle.  Partner- 
ships with  Disney  (cable  sports  channel 
ESPN),Dow  Jones  (Smart  Money),  Oprah 
Winfrey  (O  magazine).  George  serves  as 
chairman. 

Dwight  Opperman 

$950  MILLION 
Publishing.  Dellwood,  Minn. 
78.  Widowed,  2  sons 


FORMER  EDITORIAL  ASSISTANT  AT 
legal  media  firm  West  Publishing  worked 
way  up  to  chief  executive,  turned  over 
company  to  son  Vance  1993.  Sold  out  to 
Thompson  Corp.  3  years  later  for  $3.4 
billion.  Proceeds  reinvested  via  holding 
companies  Key  Investments},  MSP  Com- 
munications. Vance  runs  family  business 
day-to-day,  still  finds  time  to  indulge  po- 
litical wheeling,  dealing. 

Barry  Diller 

$950  MILLION 
Television.  New  York  City. 
59.  Married 

GRADUATE  OF  THE  WILLIAM  MORRIS 


Agency  mailroom  tied  the  knot  this  ye 
with  fashion  designer  and  longtir 
friend  Diane  von  Furstenberg.  Still  ti 
ing  to  marry  television  programmi; 
with  interactive  entertainment:  his  U! 
Networks  owns  cabie  channels,  Interr 
services  (Ticketmaster.com,  Cit 
search.com),  retailing  (Home  Shoppi 
Network).  "Events  are  going  to  mai 
things  happen." 

Oprah  Winfrey 

$900  MILLION 
Television,  Chicago. 
47.  Single 

TELEVISION'S  FAVORITE  TALK  SHOl 
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host  was  a  lock  to  become  country's  first 
African-American  billionaire,  but  nosed 
out  last  year  by  cable  mogul  Robert  John- 
son (see).  Otherwise  a  lifetime  of  accom- 
plishments. Rose  from  rural  Mississippi 
to  become  outspoken  newscaster.  Started 
The  Oprah  Winfrey  Show  in  1985;  now 
seen  in  1 13  countries  around  the  world. 
Books,  magazines  sell  millions,  but  cable- 
and-Internet  shop  Oxygen  Media  strug- 
gling to  find  an  audience. 

Helen  Copley 

$825  MILLION 

Newspapers.  La  Jolla,  Calif. 

78.  Divorced,  widowed;  I  son 

AFTER  NEARLY  THREE  DECADES  STEER- 
ing  newspaper  empire  inherited  from 
husband  James  Copley  (d.  1973),  the 
publishing  doyenne  officially  stepped 
down  in  April.  Son  David,  49,  now  helms 
Copley  Press:  9  dailies  (including  San 
Diego  Union-Tribune),  8  weeklies.  One  of 
the  last  family-owned  newspaper  chains 
still  on  the  move:  sold  suburban  Chicago 
papers  last  year,  bought  dailies  in  Ohio. 


Magazines  are  nice,  but  talk  shows  bring 
home  the  bacon  for  Oprah  Winfrey. 


Jeffrey  Katzenberg 

$820  MILLION 

Movies.  Los  Angeles. 

50.  Married,  2  children 

FORMER  DISNEY  STUDIO  HEAD  LEFT 
Mouse  Factory  to  start  DreamWorks 
SKG  with  Steven  Spielberg  and  David 
Geffen.  Disney  reputation  built  on  hits 
The  Lion  King  and  The  Little  Mermaid, 
now  finding  groove  at  DreamWorks  with 
summer  blockbuster  Shrek.  Screenplay- 
in-waiting:  saga  of  dispute  with  former 
boss  Michael  Eisner,  in  which  protege 
won  an  estimated  $250  million. 

Oakleigh  Thome  III 

$800  MILLION 

Publishing.  Amenia,  N.Y. 
69.  Divorced,  remarried; 
4  children 

GREAT-GRANDFATHER  BOUGHT,  BUILT 
Commerce  Clearing  House,  largest  pub- 
lisher of  tax  guides  for  lawyers,  accoun- 
tants, government.  Biggest  subscriber: 
IRS.  Sold  to  Dutch  media  firm  Wolters 
Kluwer  1996.  Oakleigh  III  spends  time 
on  900-acre  Millbrook,  N.Y.  estate.  Son 
Oakleigh  IV  takes  care  of  family  finances, 
much  of  it  through  Blumenstein/Thorne 
Information  Partners. 

Edmund  Ansin 

$800  MILLION 

TV  stations.  Miami  Beach. 
65.  Divorced,  3  children 

RUMORS  SWIRLED  LATE  LAST  YEAR  PRE- 
dicting  Ansin  would  sell  his  2  major  mar- 
ket TV  stations  for  $1.5  billion,  but  no 
deal:  "Somebody  has  a  fertile  imagina- 
tion." Took  over  Miami  NBC  affiliate  in 
1971  (now  a  Fox  station),  Boston  affiliate 
in  1993.  Two  stations  easily  worth  $750 
million  net  of  debt. 

Michael  Eisner 

$720  MILLION 
Walt  Disney.  Los  Angeles. 
59.  Married,  3  children 


FOLLOW  THE  MONEY 


At  least  118  mem- 
bers of  The  Forbes 
400  never  graduatec 
from  college.  Their 
average  net  worth: 
$1.9  billion. 

DISNEY  CHIEF  KEEPS  COMPANY  GOB 
on  strength  of  TV  (Who  Wants  to  B 
Millionaire)  and  movies  (Pearl  Harbc 
but  critics  charge  his  grow-from-witl 
strategy  leaves  the  Mouse  Factory  v 
nerable,  especially  after  botched  expans 
into  Internet.  Succession  concerns  ea 
with  rise  of  President  Bob  Iger,  but  the  I 
mer  ABC  executive  unlikely  to  match 
boss'  extravagant  options  packages. 

Vincent  K. 
McMahon 

$700  MILLION 

World  Wrestling  Federation. 

Greenwich,  Conn. 

56.  Married,  2  children 

UNSCRIPTED  ENDINGS  TAKING  A  T( 
on  pro  wrestling's  impresario-in-ch 
Fumbled  launch  of  XFL,  his  well-hyp 
little-watched  pro  football  joint  vent 
with  NBC;  scrapped  after  one  seas 
Wrestling  prospects  brighter:  bou 
chief  competitor  WCW  on  the  ch 
from  Time  Warner.  But  Wall  Sti 
yawns:  stock  trades  below  1999  I 
price.  Third-generation  promoter  bou 
out  father  1982,  took  operation  natio  | 
Still  owns  more  than  90%  of  stock;  \ 
Linda  is  CEO. 
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WE  DIDN'T  JUST  JUMP  ON  THE 
sIFRASTRUCTURE  BANDWAGON. 

WE  BUILT  IT 


uati 


me  to  set  the  record  straight.  Long  before  our  competitors  even  added  the  word 
jstructure"  to  their  vocabulary,  we  were  busy  creating  it.  Since  we  first  launched 
enter*  it  has  become  the  de  facto  global  standard  for  managing  eBusiness 
■  structure.  But  we  didn't  stop  there-we're  also  the  world  leader  in  security  and  storage 
are.  Every  day,  our  software  handles  over  180  million  transactions,  protects  $50  billion 
re  transfers  and  stores  40  million  security  exchanges.  Expertise  doesn't  happen 
light.  It's  taken  25  years  of  hard  work  and  leadership  to  get  to  be  the  best.  So 
we  say  you  can  trust  every  one  of  our  18,000  employees  around  the  world  to  deliver 
oftware  and  service  that  your  eBusiness'  success  depends  on,  we  really  mean  it. 


Computer  Associates7 


1  TOMORROW     WE  ARE  COMPUTER  ASSOCIATES     THE  SOFTWARE  THAT  MANAGES  eBUSINESS" 


ca.com 


!  Computer  Associates  International,  Inc.  (CA).  All  trademarks,  trade  names,  service  marks,  and  logos  referenced  herein  belong  to  their  respective  companies. 


"Events  are 
going  to  make 
things  happen." 


Courtney 
Ross  Hoist 

$700  MILLION 
Inheritance.  New  York  City. 
53.  Widowed,  remarried;  I  chili 

THIRD  WIFE  OF  STEVE  ROSS  (D.  1993) 
sionary  entrepreneur  who  parlayed  sr 
funeral  and  parking-lot  businesses  i 
Warner  Communications,  orchestra 
merger  with  Time  Inc.  in  1988.  Coi 
ney  inherited  Time  Warner  option 
Ross'  death,  all  of  which  vested  w 
company  merged  with  AOL.  Ener; 
now  focused  on  elite  Ross  Institute  e 
cational  center  in  East  Hampton,  N.' 

Robert  Petersen 

$700  MILLION 
Publishing.  Beverly  Hills. 
75.  Married 

AUTO  MECHANIC'S  SON  STARTED  P 
Rod  magazine  in  1948  with  partner 
$400;  hawked  at  car  races  for  25  ce 
Bought  out  partner,  added  Gun. 
Ammo,  Motor  Trend,  Skin  Diver,  71 
Sold  5  years  ago  for  $500  million  to 
mer  Hearst  magazines  head  Ch 
Bahrenburg.  Huge  car  collector;  oper 
Van  Nuys  airport  outside  Los  Angek 

Martha  Stewart 

$650  MILLION 
Media.  Westport,  Conn. 
60.  Divorced,  I  child 

DOMESTIC  DOYENNE  LAUNC? 
lifestyle  empire  with  how-to  guide 
1980s,  now  stretches  across  print,  bn 
cast,  Web  and  retail.  "It's  an  odd  cor 
nation  of  business  and  creativity.  We  1 
our  fingers  in  the  whole  pie  nc 
Eponymous  line  of  goods  Kmart's  r 
lucrative.  Now  starting  line  of  prod 
in  Japan.  But  household  savvy  isn't  ev| 
thing:  stock  down  60%  since  1999  II 

Newlywed  Barry  Diller  doesn't  need 
stand  alone  anymore.  But  marrying  his 
varied  media  properties  may  be  harder. 
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MARKET  SIGNS 


IN  CHARTS  IS  TOUGH?  TRY  FINDING  THEM  IN 

TEA  LEAVES. 


art 


LAl'XC 


le  p«  * 

Kmart's! 

e  of  pi* 
-vy  isn't' 


u  won't  sec  it  on  Wall  Street.  But  there's  a  sign  that  could  mean  big  trouble  for  American  tea  companies.  Its  tea  leal  damage.  To  spot 
you  have  to. he  in  position  to  go  to  the  field  where  it  occurs.  In  Asia.  And  Scudder  is.  Because  we  know  events  that  happen 
oad  can  altect  markets  here.  That's  why  we've  built  a  global  network  of  analysts  and  partners.  These  experts  get  information  ^firsthand  and 
nsl.ite  it  into  smarter  investments.  Ask  your. financial  advisor  how  our  worldwide  perspective  can  help  vou.  (.'all  Scudder  Investments  . 
j'-8<?0r62 1-1048,  Or  visit  www.scudder.com.  You'll  start  seeing  all  the  marker  signs.  Even  those  that  come,  iiv  Asian  tea  leaves. 

SCUDDER 

INVESTMENTS 

ir,i  n  <  I .i  t  i  ii  y  0/>/x>  i  t  it  ii  1 1  v  '  ■  't'^'-y-W: ■  ■' '  \ 

Mutual  Funds     .  .  ,   '  Annuities  .Retitement  flans 

>re  complete  information  about  Scudder  Investments,  contact 'your  investment  piotession.il  and  .isk  toi  a  current  \x'ps^$mwvM  .|-SOiH\,l-U',-Jt? 
re  ptosp'ectus  carefully  before  investing  ©20CttScuddei  Distributors,  Ine  11925  (.5/.1l/0lV-i*-         A  /<;,'•»        Q         s  o 
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ibigail  Johnson 

3.1  BILLION 

utual  funds.  Boston. 
3.  Married,  2  children 

Ward  (Ned) 
rosby  Johnson  III 

.6  BILLION 

al  funds.  Boston. 
Married,  3  children 

UGHTER  AND  FATHER  RUN  FIDELITY 
estments,  which  shrank  a  bit  last  year 

$900  billion  in  assets  under  manage- 
nt.  Still  plenty  to  do:  Abigail  ap- 

inted  president  of  Fidelity's  Manage- 
nt  &  Research  Corp.  in  May,  oversees 
people  who  manage  267  funds,  write 

00  analyst  reports  per  quarter.  Ned 

'ef  executive  since  1972. 

eorge  Soros 

.9  BILLION 

dge  funds.  Bedford,  N.Y. 
Divorced,  remarried; 
hildren 

DGE  FUND  KING  PUT  UP  "HELP 
nted"  sign  this  summer:  looking  for 
[ck  picker  to  help  steer  Quantum  fund, 
pos  himself  in  charge  since  protege 
jinley  Druckenmiller  (see)  left  last  year 
jer  $5  billion  loss  in  Russian  crisis, 
[sdaq  crash.  Still  claims  $11  billion 

•ail  to  the  Chief:  Gerald  Ford  has  the 
ime  name  as  the  ex-President,  but  he's 
it  a  substantially  higher  net  worth. 


under  management,  most  of  it  owned  by 
the  Soros  family. 

Eli  Broad 

$5.5  BILLION 

Home  building,  financial  services. 

Brentwood,  Calif. 

68.  Married,  2  children 

FOUNDED  TWO  GIANTS:  HOME  BUILDER 
Kaufman  &  Broad  (now  KB  Home)  and 
insurer  Sun  America.  Sold  latter  to  AIG 
1998  for  $18  billion,  still  sits  on  board. 
Now  devotes  12-hour-plus  days  to  "ven- 
ture philanthropy":  fixing  up  urban  pub- 
lic schools,  revitalizing  LA's  downtown. 
Pitched  in  to  save  overbudget  symphony 
hall  project;  looking  to  create  17-acre 
"mini-Central  Park."  Serious  art  fan; 
claims  collection  doubled  in  value  in  past 
year.  "I'm  not  going  to  sell,  so  I  just  pay 
more  for  insurance." 

Kirk  Kerkorian 

$5.3  BILLION 

Investments,  Las  Vegas,  Los  Angeles. 
84.  Thrice  divorced,  3  children 

CHRYSLER  FAN  SOURED  ON  COMPANY 
after  it  sold  out  to  Germans.  Now  suing 
DaimlerChrysler  management,  claim- 
ing they  conned  shareholders.  Stock 
tumbled  last  year,  Kerkorian  selling 
shares.  More  enthusiastic  about  any- 
thing called  MGM.  Trying  to  turn 
around  MGM  movie  studio  after  buy- 
ing it  in  1996  for  the  third  time.  Also 
runs  MGM  Mirage,  Vegas  casino  outfit 
combining  MGM  Grand  and  Steve 
Wynn's  Mirage  Resorts. 


Carl  Icahn 

$5  BILLION 

Investments.  New  York  City. 
65.  Divorced,  remarried; 
2  children 

FORMER  TWA  CHAIRMAN  OFFERED  $1.1 
billion  for  the  bankrupt  airline  in 
March,  but  federal  judge  gave  nod  to 
$742  million  bid  by  American  Airlines 
parent  AMR.  Friendlier  skies  elsewhere: 
made  estimated  $800  million  last  year 
selling  Nabisco  Holdings,  shorting 
Priceline.  Now  he's  talking  to  Las  Vegas- 
based  National  Airlines. 

Alfred  Lerner 

$4.9  BILLION 

Banking,  Shaker  Heights,  Ohio. 
68.  Married,  2  children 

NATIVE  NEW  YORKER  A  HERO  IN  CLEVE- 
land  for  bringing  back  pro  football 
Browns  franchise,  but  as  yet  unable  to 
bring  back  a  winning  record.  Other  vic- 
tories include  heading  banking  giant 
MBNA.  Major  donor  to  Columbia  Uni- 
versity, cancer  research,  G.W.  Bush  pres- 
idential campaign. 

Maurice  (Hank) 
Greenberg 

$3.9  BILLION 

American  International  Group.  NYC. 
76.  Married,  4  children 

FARM  BOY  JOINED  CORNELIUS  VANDER 
Starr's  insurance  company  American  In- 
ternational in  early  1960s,  took  over  as 


FORBES"  October  8,  2001  179 


Sponsored,  by : 


Official  With  su| 


>rhP<;   K2  MassMutual 

'  *    B^^^kJ  W!  OK  FINANCIAL    GROUP""  a  division  of  QD  NCR 


UNITED  STATES 
POSTAL  SERVICE 


fXPRI 


Mercedes  Benz 


InterShow  presents 


Forbes  ^ 

iuIco  •  Puntarenas  •  Panama  Canal  •  Aruba  •  Grand  Cayman  •  Cozumel 


i  MAY  1  -  13,  2002 
apulco  -  Ft.  Lauderdale 
i  Crystal  Symphony 


v  t 


~  .  --J  .^k  •  ; !   nil  l 
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THE  F 


CEO,  went  public  1969;  turned  into 
multinational  giant  AIG.  Annual  profit: 
$5.6  billion.  Hank  still  at  helm.  Son  Evan 
was  likely  successor,  quit  as  president  last 
year.  But  Dad  not  slowing  down:  struck 
new  deal  to  buy  insurer  American  Gen- 
eral for  $23  billion. 


Ross  Perot 


$3.9  BILLION 

Computer  services,  real  estate,  Dallas. 
71.  Married,  5  children 

TWO-TIME  PRESIDENTIAL  CANDIDATE 
still  controls  majority  stake  in  Perot  Sys- 
tems, but  42-year-old  Ross  Jr.  runs  the 
show.  Also  family's  real  estate  business: 
This  year  Hillwood  Development  Co.  fin- 
ished $420  million  American  Airlines 
arena  in  downtown  Dallas,  new  home  for 
basketball  Mavericks  and  hockey's  Stars; 
but  real  money  for  Perot  and  partner 
Tom  Hicks  (see)  will  come  if  they  can 
turn  surrounding  72-acre  industrial 


Li 


Now  that  Steven  Udvar-Hazy's  ca- 
reer has  taken  flight,  he  can  afford  gifts  like 
a  $60  million  pledge  to  the  Smithsonian. 


wasteland  into  high-priced  shops,  offices. 
Also  owns  more  than  10,000  acres  out- 
side of  Fort  Worth. 

Henry  Lea  Hillman 

$3  BILLION 

Industrialist,  venture  capitalist. 
Pittsburgh. 

82.  Married,  4  children 

PRINCETON  GRAD  JOINED  FATHER'S 
Pittsburgh-based  coal,  steel  and  gas  em- 
pire 1945,  took  over  on  father's  death 
1959.  Shifted  focus  to  technology  (early 
backer  of  Silicon  Valley  venture  firm 
Kleiner  Perkins),  real  estate:  over  3  mil- 
lion square  feet  of  commercial  space,  in- 
cluding Philip  Johnson-designed  PPG 
Place  in  Pittsburgh.  Funded  construction 
of  $100  million  Hillman  Cancer  Center. 


Preston  R.  Tisch 

$2.6  BILLION 

Loews.  Harrison,  N.Y. 
75.  Married,  3  children 

Laurence  A.  Tisch 

$2.1  BILLION 

Loews.  Westchester  County,  N.Y. 
78.  Married,  4  children 

REDEMPTION  FOR  THE  BEARS:  LON 
held  bull  market  pessimism  borne  c 
after  predicting  big  stock  slump  late 
year.  Shares  of  Loews  holding  comps 
up  threefold  since.  Now  lawyers,  l 
bulls,  worry  brothers:  Ix)rillard  subsidi, 
facing  $200  million  hit  in  Florida  tobai 
suit;  CNA  insurance  unit  took  $1.2 
lion  charge  related  to  asbestos  litigati- 
Close-knit  brothers  started  in  real  est. 
gained  control  of  Loews  1959,  diversif 
into  cigarettes,  insurance,  oil,  Bulc 
watches,  hotels.  Lost  $2  billion  short 
S&P  500  mid-1990s. 

Steven  Udvar-Haz 

$2.5  BILLION 

International  Lease  Finance. 
Beverly  Hills,  Calif. 
55.  Married,  4  children 

AT  AGE  13  LEFT  HUNGARY  WITH  FAM1 
Arrived  in  New  York  1958;  studied  e 
nomics  at  UCLA,  became  avid  flier,  r 
Louis  Gonda  (see).  Along  with  Louis  i 
his  father,  Leslie,  started  Internatio 
Lease  Finance  with  $150,000  and  a  $ 
million  bank  loan.  Bought  in  1990  by 
surance  giant  AIG  for  stock  now  wo 
billions;  Steven  still  heads  ILFC. 

Susan  Thompson! 
Buffett  [ 

$2.4  BILLION 

Marriage.  San  Francisco. 
69.  Married,  3  children 

ROOMED  WITH  WARREN  BUFFETT'S 
ter  at  Northwestern  University;  man 
1952.  Active  in  civil  rights,  abort 
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Always  at  Hand 


Perhaps  it's  not  surprising 
that  Taiwan,  long  a 
manufacturing  powerhouse, 
is  the  world's  leading 
producer  of  PDA  interface 
panels.  But  you  may  be 
surprised  to  know  that  over 
half  the  design  work  for  these 
notebook  computers  is  the 
product  of  this  amazing 
island.  And  as  more  people 
incorporate  wireless 
communications  into  their 
lives.Taiwanese  commitment, 
dynamism,  and  quality  are 
helping  to  shape  the  new 
communications  revolution. 

As  designers,  manufacturers, 
and  partners — from  PDAs  to 
mobile  phones  to  global 
positioning  systems  and 
wireless  LANs — innovative 
Taiwanese  continue  to  play 
an  indispensable  role  in 
making  new  technology 
dependable  and  affordable. 


TAIWAN 

Great  People 
from  a  Small  Island 


THE  FORBES  400  FINANCE 


By  David  Armstrong 

Few  later-life  crises  have  been  as  lucrative  as  the  one  that  blessed 
Charles  (Ted)  Bauer  in  1976.  After  running  Houston-based  Amer- 
ican General  Insurance's  money-management  division  for  seven 
years,  Bauer  was  to  head  it  as  a  public  spinoff.  But  American  Gen- 
eral's board  called  off  the  plan,  and  Bauer,  then  57,  quit.  An  $800 
million  career  move. 

Bauer's  new  life  began  at  his  retirement  party  at  Tony's  Wine 
Cellar.  Two  lieutenants,  Robert  Graham  and  Gary  Crum,  told  him 
that  if  he  started  his  own  shop,  they  would 
go  with  him.  The  three  men  pitched  in 
$120,000  to  found  AIM  Management  Group, 
also  in  Houston. 

Until  then,  Bauer's  career  track  had  fol- 
lowed a  straight  line.  Raised  outside  of 
Boston,  he  graduated  from  prestigious  Rox- 
bury  Latin  prep  school,  then  Harvard.  He 
flew  planes  for  the  Navy  in  World  War  II, 
then  worked  his  way  up  the  Wall  Street  lad- 
der, first  as  a  securities  analyst,  then  as  a 
money  manager.  He  moved  to  Houston  to 
head  up  American  General's  capital  man- 
agement unit  in  go-go  1969.  Over  seven 
years  Bauer  used  acquisitions  to  increase 
the  division's  assets  under  management 
from  $400  million  to  $1.7  billion. 

Starting  with  a  $2  million  line  of  credit, 
and  using  contacts  Bauer  had  built  up  over 
his  career,  the  three  men  began  marketing 
their  own  funds.  A  $77  million  junk  bond  fund 
underwritten  with  the  help  of  Michael 
Milken— the  first  of  its  kind— drew  headlines; 
a  low-fee  money  market  fund  paid  the  rent. 
But  Bauer's  best  move  came  when  he  ac- 
quired funds  run  by  Harry  Hutzler,  the  guru  of 
so-called  earnings-momentum  investing. 

Hutzler,  a  former  statistician  with  Value 
Line,  had  a  simple  but  effective  stock-pick- 
ing strategy— buy  when  a  company's  earnings  are  growing  better  than 
expected,  sell  when  they  aren't,  and  keep  all  your  money  in  equities  at 
all  times.  Bauer  was  an  enthusiastic  supporter.  "It's  growth  of  busi- 
ness that  makes  a  company  valuable,"  he  says.  "Long  term,  if  you  can 
buy  a  piece  of  a  growing  America,  you're  going  to  profit." 

It's  a  difficult  gambit  to  pull  off  these  days,  but  during  the  last  bull 
market  it  was  gold.  Using  Hutzler  as  a  guide,  AIM  equity  funds  re- 
turned an  average  of  17.4%  annually  between  1985  and  2000,  slightly 
beating  the  S&P  500.  Two  years  ago  Bauer  sold  the  company  to  At- 
lanta-based Invesco  for  $2.2  billion;  at  the  time  AIM  had  $63  billion  in 


assets  under  management.  Bauer  and  other  insiders  pocketed  $8: 
million  in  cash  and  stock;  today  his  shares  in  the  new  company  alo 
are  worth  $320  million. 

Bauer  hasn't  reveled  much  in  his  late-stage  success.  His  big 
dulgences:  a  quarry  at  his  Massachusetts  vacation  home  he's  turn 
into  "the  greatest  swimming  hole  in  the  world"  and  charity.  He  c 
nated  $65  million  last  year  alone,  $40  million  of  it  to  the  University 
Houston  business  school.  "I'm  a  nut  about  education,"  says  the  N 
biz  grad. "  Without  education,  you're  chattel  for  life." 


Call  me  a  quitter  Charles  Bauer  left  his  money  management  job  at  age  57,  then  made  his  mid 
By  all  rights  these  should  be  Bauer's  prime  swimming-hole  yeai 
But  money  attracts  attention,  and  Bauer's  home  life  has  become  go 
sip  fodder  for  Houston's  social  set.  A  court  order  set  in  motion  by  r 
26-year-old  son  declared  Bauer's  wife,  Ruth,  incompetent  to  hanc 
her  own  affairs— according  to  legal  filings  by  her  son's  lawyer,  si 
suffers  from  health  problems  because  of  an  addiction  to  alcohol,  h 
wife  filed  divorce  papers  in  1998.  Her  lawyers  now  have  backed  a 
though  the  pair  live  in  separate  homes.  "She's  had  a  very  diff icu 
time,"  Bauer  says.  "We're  trying  to  get  it  out  of  the  courts.  Farm 
shouldn't  fight  family." 
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Warning: 

Your  online  broker  may  not 
want  you  to  see  this. 


Quotes,  Level 
Portfolios, 
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Datek  Dire 
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There's  no  hiding  the  truth.  When  you  compare  Datek  to  the  competition,  you'll  see  what  sets  us  apart. 
Our  innovative  routing  technology,  streaming,  real-time  information  and  free  research  tools  give  active 
traders  the  advantage  in  today's  market.  Isn't  it  time  you  got  everything  you  need  to  trade  at  your  level? 


Get  1 0  FREE  online  equity  trades*  when  you  open  an  account. 


Apply  today  at  www.datek.com/mag  and  enter  offer  code  APA. 


www.datek.com/mag 


1-877-88  DATEK 


e  bat 
very  itf 
juris.  R 


Comparison  data  and  rates  are  based  on  a  phone  survey  conducted  7/27/01.  supplemented  by  published  information. 

1  Level  II  quotes  on  the  Streamer"  brand  real-time  quotation  service  are  available  free  for  those  who  trade  more  than  20  times  a  month  with  Datek.  Nonprofessional 
users  who  trade  20  or  fewer  times  per  month  can  access  Level  II  quotes  for  $9.99  per  month,  while  professional  users  can  have  access  for  $50  per  month. 

2  Only  Power  E*TRADE  customers  making  30+  trades  per  quarter  are  eligible. 

3  Only  Powerstreet  Pro  customers  making  72+ trades  In  a  rolling  12-month  period  are  eligible  for  streaming  quotes  and  Level  II  quotes. 

4  Only  Signature  Services  Platinum  customers  are  eligible  for  streaming  quotes  Only  Signature  Services  Platinum  customers  who  have  made  1 20+  commissionable 
trades  in  the  past  year  are  eligible  for  Level  II  quotes,  streaming  news,  charts,  and  time  and  sales 

5  Datek  Direct0'  is  a  tool,  as  the  name  implies,  that  allows  customers  to  direct  their  Nasdaq  orders  to  a  specific  execution  venue.  The  name  should  not  be  deemed 
to  imply  that  a  customer  is  dealing  directly  with  the  marketplace  All  orders  are  processed  through  Datek  Online  Financial  Services  LLC.  a  registered  broker/dealer 
Please  note  that,  once  you  have  activated  Datek  DirectSM.  all  the  other  features  in  your  Datek  account  will  continue  to  operate  without  change. 

6  Datek  will  not  charge  a  commission  ($9  99)  for  any  marketable  online  order  that  is  not  executed  within  60  seconds,  measured  from  the  time  that  "processing  began"  until 
the  time  the  order  is  "executed "  This  applies  to  all  orders  using  Datek  s  "Auto  Routing"  on  any  NYSE.  AMEX.  or  Nasdaq  stock  that  are  marketable  after  9:45  a.m.  ET  are 
marketable  upon  entry  and  remain  marketable  for  60  seconds.  The  market  in  the  stock  must  not  be  locked,  crossed  or  halted.  We  do  not  extend  this  commitment  to  short  sales. 
OTC  Bulletin  Board  Stocks.  Option  Trades,  or  any  order  that  is  'stopped"  at  a  price  by  a  specialist/market  maker  awaiting  price  improvement  or  during  Extended-Hours  trading  sessions. 

*  Open  and  fund  an  account  with  a  minimum  initial  deposit  of  $500  before  2/ 1 5/02  and  get  1 0  commission-free  online  equity  trades  Free  trade  credits  will  expire  within 
one  year  of  issue  date  if  not  used  Limit  one  new  account  offer  per  type  of  account.  Offer  cannot  be  combined  with  other  offers.  Other  terms  may  apply. 
System  response  and  access  times  may  vary  due  to  market  conditions,  system  performance  and  other  factors 
©2001  Datek  Online  Financial  Services  LLC.  Member  NASD/SIPC 
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His  makeup  empire  is  in  trouble,  but  Ron 
Pcrclman  can  still  put  on  a  happy  face. 


rights,  population  control  causes.  Sepa- 
rated from  Warren  1977,  but  they  remain 
close:  together  they  donated  2,500 
Berkshire  Hathaway  shares,  now  worth 
$173  million,  to  4  undisclosed  groups 
in  1999. 


Ronald  0. 
Perelman 


$2.3  BILLION 

Investments.  New  York  City. 

58.  Thrice  divorced,  remarried; 

6  children 

CIGAR-CHOMPING  LBO-ER  MADE  KILL- 
ing  selling  New  World  Communications 
to  Rupert  Murdoch  1996;  still  owns  al- 
most $1  billion  in  News  Corp.  stock. 
Holdings  in  Golden  State  Bancorp  up 
over  50%  in  past  year,  but  other  invest- 
ments less  rosy:  unprofitable  Revlon  los- 
ing market  share,  28%  stake  in  Sunbeam 
worthless  after  bankruptcy  in  February, 
investments  in  Panavision  and  M&F 
Worldwide  languish.  The  good  news: 
tabloid  life  quieted  down,  remains  mar- 
ried to  actress  Ellen  Barkin,  won  custody 
of  daughter  Caleigh  from  ex-wife  num- 
ber 3  Patricia  Duff  in  May. 


Charles  Johnson 

$2  BILLION 

Mutual  funds.  San  Mateo,  Calif. 
68.  Married,  6  children 

Rupert  Johnson  Jr. 

$1.6  BILLION 

Mutual  funds.  San  Mateo,  Calif. 
61.  Married 

HALF-BROTHERS  RUN  MUTUAL  FUND 
giant  Franklin  Resources.  Yale-grad 
Charles  is  CEO;  ex-Marine  Rupert  vice 
chairman.  April  purchase  of  Fiduciary 
Trust  pushed  assets  under  management 
to  $267  billion.  Charles'  sons  occupy  2  of 
4  office-of-the-president  titles. 

Ernest  Stempel 

$2  BILLION 

American  International  Group. 
Hamilton,  Bermuda. 
85.  Widowed,  remarried; 
4  children,  2  stepchildren 

GOT  FIRST  INSURANCE  COMPANY  JOB  IN 
1938,  thanks  to  referral  from  uncle;  law 
school  at  night.  Officer  on  destroyer  in 
WWII.  Sent  to  Bermuda  1953  by  AIG 
founder  Cornelius  Vander  Starr  to  run 
general  insurance  operations,  later  built 
up  company's  life  insurance  division,  be- 
came AIG  president  1963,  chairman 
1979.  Retired  1997,  enjoys  tennis  with 
wife  Brendalyn;  foundation  funds  edu- 
cation in  Bermuda,  beyond. 

Louis  Gonda 

$2  BILLION 

International  Lease  Finance. 

Beverly  Hills,  Calif. 

53.  Married,  5  children 


FOLLOW  THE  MONEY 


The  oldest  member  of 
The  Forbes  400: 
Max  Fischer, 


Leslie  Gonda 

$1.6  BILLION 

International  Lease  Finance. 
Beverly  Hills,  Calif. 
82.  Married,  3  children 

FATHER  AND  SON.  LESLIE  SURVIVED  T 
Holocaust,  fled  Hungary  for  Venezue 
Arrived  in  California  1963,  went  into  ti 
estate.  With  son  Louis  and  Steven  Udv; 
Hazy  (see),  founded  aircraft-leasing  01 
fit  International  Lease  Finance.  IPO  19) 
bought  by  AIG  1990.  Leslie  still  dial 
man,  Louis  back  into  real  estate.  Both ; 
tive  philanthropists  to  hospitals,  Ho 
caust  remembrance,  education. 

Fayez  Sarofim 

$1.8  BILLION 

Money  management.  Houston. 
72.  Twice  divorced,  5  children 

RUMORS  ABOUNDED  LAST  YEAR  TH 
Egyptian-born  Sarofim  had  put  43-ye 
old  mutual  fund  company  up  for  sale,  I 
so  far  no  takers.  "The  value  of  the  fr: 
chise  depends  a  great  deal  on  my  pr 
ence."  "The  Sphinx"  also  minority  pz 
ner  in  pro  football  expansion  te; 
Houston  Texans  controlled  by  fell 
Texan  Robert  McNair  (see). 

Herb  Allen 

$1.8  BILLION 

Investment  banking.  New  York  City. 
61.  Twice  divorced,  4  children 

HEAD  OF  MEDIA-CENTRIC  INVESTME 
bank  Allen  &  Co.  prefers  to  stay  out  of 
limelight,  but  his  annual  media  mo< 
powwow  in  Sun  Valley  keeps  his  pro 
high.  This  year's  bash  was  no  excepti 
News  Corp.  and  Disney  clinched  tr 
deal  for  the  Fox  Family  channel,  but 
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Breguet  Boutique.  779  Madison  Avenue,  New  York,  (212)  288-4014 
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tivities  turned  somber  after  death  of  con- 
ference attendee  Katharine  Graham. 


Carl  Pohlad 


$1.8  BILLION 

Banking.  Minneapolis,  Minn. 
86.  Married,  3  children 

COLLEGE  DROPOUT,  WWII  VETERAN, 
used  car  salesman  with  knack  for  fi- 
nance. Took  over,  turned  around 
brother-in-law's  bank  1955,  built  bank- 
ing empire.  Now  owns  significant  stake 
in  US  Bancorp,  bottling  companies,  real 
estate.  Also  owns  pro  baseball's  Min- 
nesota Twins,  but  loath  to  spend  on  pay- 
roll. Has  even  less  to  spend  after  invest- 
ment in  tech  company  AremisSoft  — 
stock  delisted  from  Nasdaq  this  summer. 

Clemmie  Dixon 
Spangler  Jr. 

$1.8  BILLION 

Investments.  Charlotte,  N.C. 
69.  Married,  2  children 
m  i 


HANKING  RUNS  IN  HIS  BLOOD  AND  IN 
his  neighborhood:  father  helped 
foundering  Bank  of  North  Carolina; 
Dick  Jr.  helped  restore.  Merged  with 
NCNB  1982,  renamed  NationsBank, 
eventually  merged  with  BankAmerica 
to  form  Bank  of  America;  Spangler 
owns  16  million  shares.  In  his  20s,  pals 
with  Hugh  McColl  (former  BofA 
chief  executive)  and  Edward  Crutch- 
field  (former  First  Union  chief 
executive). 

Dennis  Washington 

$1.6  BILLION 

Construction,  railroads,  mining. 

Missoula,  Mont. 

67.  Married,  2  sons 

SAVED  AILING  MORRISON  KNUDSEN 
from  bankruptcy  1996,  but  hit  hard 
times  in  May  when  construction  firm 
filed  Chapter  11.  Now  feuding  with 


Fixer-upper  Dennis  Washington 
got  himself  into  a  fine  mess  when  he 
bought  a  power  plant  unit  from  Raytheon. 


II 


I 


Raytheon  over  year-old  acquisition  thj 
soured.  Determined  to  get  stake — an 
role — in  reorganized  Washingtoi 
Group.  On  recent  setback:  "Life's  full « 
winners  and  losers.  You  just  try  not  to  tj 
the  loser.  Maybe  it's  good  for  my  son| 
their  old  man  ain't  infallible." 

Sanford  Weill 

$1.6  BILLION 

Citigroup.  NYC;  Greenwich,  Conn. 
68.  Married,  2  children 

FINANCIAL  EMPIRE  BUILDER  TACKLIN 
his  toughest  task:  finding  successor.  Bu 
don't  look  for  Brooklyn  native  to  leav 
anytime  soon.  Worked  his  way  up  fror 
clerking  to  become  president  of  Amer 
can  Express;  left  1985.  Through  series  d 
mergers,  acquisitions,  created  Travelei 
Group,  merged  with  Citicorp  1998,  easel 
out  Citi  chief  John  Reed  2000.  Now  oi 
fers  banking,  insurance,  brokerage  in  lfj 
countries.  Weill's  famously  lucrative  oj 
tions  packages  allow  him  largessj 
pledged  $100  million  to  med  school  d 
alma  mater  Cornell. 
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B  "Life's  full  of 
jjflr  winners  and 
V I  losers.  You  just 
I  try  not  to  be 
the  loser." 


One  of  the  top  five 
automotive  companies 

does  not  use 
Autonomy's  technology 

Will  it  make  pole  position  ? 


|v  more  than  ever,  companies  must  reduce  costs 
operate  more  efficiently.  Autonomy's  technology 
)mates  the  applications  -  portals,  business 
ligence,  CRM,  e-business  -  that  empower 
lpanies  to  use  their  core  resources  more 
bctively.  With  Autonomy's  power,  computers  can 
ferstand  the  24/7  deluge  of  digital  information. 
Tails,  Web  pages,  documents,  voice  mails, 
tures,  audio  files  and  XML  pages  are  categorized, 


prioritized  and  delivered  without  any  manual 
intervention.  No  wonder  that  four  out  of  the  five  top 
FORTUNE  500®  automotive  companies  rely  on 
Autonomy  to  increase  productivity  and  deliver  return 
on  investment. 

To  find  out  what  ROI  Autonomy  can  bring  to  your 
business,  call  us  at  1-877-MYAUTONOMY  or  visit  us 
at  www.autonomy.com 


•  *  •  t. 


Autonomy  , 


Center  for  Science,  Technology,  and  Society 


s  proud  to  host  the  43rd  annual  meeting  of  the  Society  for  the  History  of  Technology. 
A  highlight  of  this  National  Conference  is  the  public  lecture, 


Open  to  the  public.  •  Admission  is  free.  To  register,  please  contact  the  Center  for  Science, 
Technology,  and  Society  at  408/551.6027  or  http://sts.scu.edu.  Seating  is  limited. 


Douglas  Engelbart 
Director, 

Bootstrap  Institute 
and  winner  of  the 
Turing  Award  and 
the  National  Medal 
of  Technology 


Regis  McKenna 

Chairman, 

The  McKenna  Group 


Gordon  Moore 
Chairman  Emeritus  of 
the  Board 
Intel  Corporation 


APPLIED  MATERIALS' 


f?'^h  Santa  Clara  University 

Science 
Technology  Society 
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jrVSON 

I  Lawson  Software,  versatility  is  the  cornerstone  of 
Ir  success.  Our  employees  keep  up  with  challenging 
Jirk  in  a  fast-paced  environment,  providing  customers 
ph  software  solutions  tailored  to  their  unique  needs. 
I  t  striving  to  achieve  is  more  than  business  practice, 
|i  a  way  of  life.  As  the  industry  leader  in  Web-deploy - 
Ile  business  applications,  Lawson  understands  the 
Imands  of  fulfilling  customer  expectations.  Look  for 
Jjiting  opportunities  in  the  following  areas: 

■ales 

Marketing 

S/Systems  Development 
oftware  Development 
upport  (Technical  and  Applications) 
lonsulting  (Technical  and  Applications) 
raining 

§r  immediate  consideration,  please  apply  online  at 
Mw.lawson.com  and  view  our  Career  Section.  If  you 
■  uire  alternative  accommodations,  please  send/fax 
iur  resume  to:  Human  Resources  Attn:  CS,  380  St.  Peter 
leet,  St.  Paul,  MN  55102.  Fax:  651-767-4945.  Email: 
■man. resources@lawson.com.  In  all  correspondence, 
Base  note  the  job  for  which  you  are  applying.  We  look 
■ward  to  hearing  from  you!  EOE 


PLDYMENT  SCL 

Natural  Supplements 

Our  company  is  a  leader  in  the  Natural  Supplements  industry. 

We  are  currently  looking  lo  pay  top  dollar  for  the  following  positions. 

Outside  Salesperson 

The  position  requires: 

*  3+  years  of  successful  outside  sales  experience 

*  Stable  work  history 

*  25%  overnight  travel 

*  Highly  motivated,  professional  individuals 

Locations:  Baltimore,  MD;  Metro  Chicago;  Boston,  MA,  New  Jersey,  New 
Mexico;  North  Carolina;  Seattle,  WA 

Regional  Sales  Manager 

The  position  requires: 

*  Pharmaceutical  or  Cosmetic  Sales  Management 

*  5-10  years  of  sales  experience 

*  3+  years  of  sales  management  experience 

*  Extensive  travel 

Regions:  Northeast,  Mid  Atlantic  and  West  Coast 

National  Sales  Manager 

The  position  requires; 

"  Pharmaceutical  or  Cosmetic  Sales  Management 

*  5-10  years  of  sales  experience 

*  5+  years  of  management  experience 

*  Extensive  travel 
Location:  New  York  Metro  Area 
We  offer: 

'  Competitive  Base,  Plus  Bonus,  Plus  Commission 
1  Excellent  Benefits  *  Complete  Training 


. . .  dreams  that  are  as  diverse 
as  the  people  we  serve  and 
the  people  we  employ — it's 
what  we  do  best  at  American 
General  Financial  Advisors. 
While  providing  our  clients 
with  innovative  retirement 
programs  and  financial 
products  that  turn  die amsinto 
reali  ty .  we  are  also  providi  ng 
exceptional  growth  and 
achievement  opportunities 
for  our  people.  Join  us. 

Ranked  in  the  top  200  as  an  "Employer  of  Choice"  by  Smart 
Business  magazine,  we  offer  excellent  salaries,  generous 
benefi  ts,  and  unli  mi  tedgrowlh  potential  The  highly  motivated 
individuals  we  seek  will  have  NASD  Series  7. 6. 63  and  Slate 
Life  and  Healdi  licenses  and  related  financial  industry 
experience,  a  proven  track  record  of  success,  strong 
relationship-building  skills,  and  a  real  drive  to  succeed  and 
grow  with  an  industry  leader. 

American  General  fosters  an  environment  open  and  accepting  of  individual  differences  where 
the  quality  of  work  life  is  valued  and  all  employeesare  encouraged  to  maximize  theirpotential. 

Explore  the  many  options  AGFA  offers  for  your  future  We  invite  you  to  apply  online  at 
www.ameiicangcneral.com'caicers.  Our  online  assessment  allows  you  to  attach  a  resume 
and  tell  us  about  your  background,  experiences  and  achievements.  Your  information  will  be 
matched  with  available  job  opportunities.  American  General  is  an  equal  opportunity  employer. 

American 
I  General 

I  Financial  Group 

live  the  life  you  \e  imagined. 


Employers  of  Choke 
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Presorted  by  BeitJotnUSA  <om 

www.aniericangeneral. com/careers 


s         We're  in  the 

business 

putting 

.faces 


on 


Providing  great  entertainment  for  the  young, 
and  the  young  at  heart,  is  our  mission,  { 
Making  them  laugh,  share,  learn  and  have  fun 
is  our  vision. 


Hasbro  is  a  worldwide  leader  in  children's  and  family  leisure 
time  and  entertainment  products  and  services,  including  the 
design,  manufacture  and  marketing  of  games  and  toys  ranging 
from  traditional  to  high-tech. At  Hasbro,  we  realize  that  it  takes 
very  special  people,  with  very  different  perspectives  to  achieve 
our  goal  of  providing  the  highest  quality  and  most  recognizable 
entertainment  and  lifestyle  products  in  the  world.  That's  why 
we  value  individuality.  Simply  put,  it  fosters  creativity. 

If  you  think  you  might  en|oy  working  at  a  company  that  wants 
you  to  think  and  feel  like  a  kid  -  charged  up  with  energy  and  full 
of  ideas  -  Hasbro  is  the  place  for  you. 

Visit  our  website  at  WWW.hasbrO.COtTI 


Hasbro.  Inc.  is  an  Equal  Opportunity/Affirmative  Action 
Employer,  committed  to  workforce  diversity. 


EmpbyersofGte 


■mm  IbMrSmhi 


e  career  opportunities  -  visit  BestJobsUSA.com 


Jackson  Thomas 
Stephens 

$1.5  BILLION 

investment  banking.  Little  Rock,  Ark. 
78.  Twice  divorced;  2  children 

JOINED  BROTHER'S  INVESTMENT  BANK 
1946  after  Naval  Academy,  made  mark 
helping  bring  Wal-Mart  public  in  1970. 
Eponymous  investment  firm  bought 
Donrey  Media  in  1993;  sold  28  newspa- 
pers in  1998,  billboard  business  to  Clear 
Channel  last  year.  Still  publishes  20 
newspapers.  Son,  Warren,  at  helm  of 
family  holding  company  since  1986. 

Harold  Simmons 

$1.5  BILLION 

Investments.  Dallas. 

70.  Twice  divorced,  remarried;  4 

daughters,  2  stepchildren 

SON  OF  TEXAS  SCHOOLTEACHERS; 
former  bank  examiner  who  made  a 
name  for  himself  with  1980s  hostile 
takeovers,  greenmail.  Built  up  drugstore 
chain  with  purchase  of  Dallas  store  in 
1961  for  $5,000;  sold  to  Eckerd  Corp.  for 
$50  million  in  1973.  Most  assets  now  in 
Valhi  public  holding  company  and  strug- 
gling Keystone  Consolidated,  a  steel-rod 
and  wire  products  company 

Franklin  Otis 
Booth  Jr. 

$1.5  BILLION 

Berkshire  Hathaway.  Los  Angeles. 
78.  Divorced,  6  children 

PRECOCIOUS  GREAT-GRANDSON  OF 
Times  Mirror  Co.  founder  Harrison  Gray 
Otis  entered  college  at  16,  stayed  for 
M.B.A.,  engineering  degrees.  Found  real 
fortune  after  befriending  Charlie  Munger 
(see);  met  Warren  Buffett  1963,  invested 
$1  million  in  fledgling  Berkshire  Hath- 


away: "I  let  them  do  the  work."  His 
18,000-plus  shares  worth  $1.3  billion. 

Arthur  L  Williams 

$1.4  BILLION 

Insurance.  Palm  Beach,  Fla. 
59.  Married,  2  children 

HIGH  SCHOOL  FOOrBALL  COACH  TURNED 
term  life  insurance  evangelist.  Sold  in- 
surance part  time,  opened  own  shop 
1967;  recruited  army  of  effective,  well- 
paid  salesmen,  sold  to  Primerica  for  $90 
million  1989,  now  more  than  19  million 
shares  in  Citigroup,  worth  some  $900 
million.  Donated  $70  million  to  pal  Jerry 
Falwell's  Liberty  University. 

Stanley 
Druckenmiller 

$1.4  BILLION 

Money  management.  New  York  City. 
49.  Married,  3  children 


GEORGE  SOROS'  FORMER  NUMBE 
man,  famed  for  placing  billion-dollai 
against  the  British  pound  in  1992,  ' 
erated  30%  returns  for  Soros'  Quanl 
Fund.  Caught  tech  bandwagon  at 
stop,  lost  $3  billion  in  early  2000 
resigned.  Still  in  charge  of  $3  bill 
Duquesne  Capital  hedge  fund,  foun 
in  1981. 

Henry  Kravis 

$1.4  BILLION 

Leveraged  buyouts.  New  York  City. 
57.  Twice  divorced,  remarried; 
2  children 

George  Roberts 

$1.4  BILLION 

Leveraged  buyouts.  San  Francisco. 
57.  Married,  3  children 

COUSINS  RUN  FAMED  LBO  FI 
Kohlberg  Kravis  Roberts.  Invested  1 
billion  back  in  1984,  split  with  coi 


His  Janus  funds  have  stumbled  along  with 
the  rest  of  the  market,  but  Thomas 
retirement  plan  is  still  intact. 
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We  focus  on  the  potentia 
long-term  growth. 


Invest  with 
DISCIPLINE 

,  successful  investing  isn't  measured  in  months.  We  take  a  long-term  view  of  the 
sses  and  markets  that  give  investors  the  most  promising  opportunities  for  performance, 
disciplined  approach  that  helps  people  reach  their  financial  goals.  To  learn  more  about 
tire  family  of  AIM  Funds,  talk  to  your  financial  advisor  today,  www.aimfunds.com 

FUNDS® 

The  idea  is  discipline.  The  purpose  is  performance.  The  name  is  AIM. 

Member  of  the  $408  Billion  AMVESCAP  Group 


e  to  recent  significant  market  volatility,  results  of  an  investment  made  today  may  differ  substantially  from  the  historical 
formance.  Past  performance  cannot  guarantee  comparable  future  results.  CALL  YOUR  FINANCIAL  ADVISOR  for 
re  information  about  the  funds  including  current  performance,  sales  charges,  expenses  and  prospectuses.  Please  read  the  prospec- 
es  carefully  before  investing  or  sending  money.  Assets  under  management  as  of  6/30/01.  A  I  M  Distributors,  Inc.  2001 
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Jerome  Kohlberg  (see)  1987.  Best  known 
for  $25  billion  RJR  Nabisco  buyout  1989. 
Less  swagger  now,  prefer  to  hold  compa- 
nies for  8  to  9  years,  use  less  debt  than  in 
1980s.  Recent  deals  include  telecoms,  spe- 
cialty chemicals.  Kravis  often  on  NYC- 
area  social  scene;  Roberts  keeps  lower 
profile  in  California. 

Charles  T.  Munger 

$1.3  BILLION 

Berkshire  Hathaway.  Los  Angeles. 

77.  Divorced,  remarried; 
8  children 

HAS  WARREN  BUFFETT'S  EAR,  BUT  NOT 
his  name  recognition.  Met  Buffett  1959, 
began  investing  in  Berkshire  Hathaway 
soon  after.  Berkshire  vice  chairman  since 
1978,  chairman  of  company's  Wesco  Fi- 
nancial subsidiary.  Likely  had  encourag- 
ing things  to  say  about  Berkshire  invest- 
ment in  discount  retailer  Costco  last  year: 
Munger  a  director  at  the  chain.  Harvard- 
trained  lawyer  also  runs  legal-news  pub- 
lisher Daily  Journal  Corp. 

David  Murdock 

$1.1  BILLION 

Real  estate,  f  inane  Bel  Air,  Calif. 

78.  Twice  divorced,  widowed, 
remarried;  2  sons 

HIGH  SCHOOL  DROPOUT,  REAL  ESTATE 
developer,  took  Casde  &  Cooke  private 
this  year,  but  only  after  sons  of  Larry 
Tisch  (see)  bought  10%.  The  prize: 
Hawaiian  island  Lanai,  dozens  of  other 
properties,  but  also  $400  million  debt. 
Good  thing  he  has  cash  flow  from  Dole 
Foods  (24%  stake)  and  privately  held  Pa- 
cific Holdings,  conglomerate  that  owns 
largest  chassismaker  in  U.S. 


Tom  Bailey 


$1.1  BILLION 

Mutual  funds.  Aspen,  Colo. 
64.  Divorced,  2  children 

PERFORMANCE  AT  THE  GROWTH-ORI- 
ented  Janus  funds  may  have  fallen  off, 
but  the  founder  and  chief  executive  of 


Janus  Capital  doesn't  have  to  worry 
about  the  value  of  his  6%  stake.  Agree- 
ment with  parent  company  Stilwell  Fi- 
nancial means  he  can  sell  his  remaining 
Janus  equity  for  15  times  year  2000  earn- 
ings— about  $600  million.  Founded  fund 
1969,  in  part  with  money  from  mom. 
Turned  over  day-to-day  control  to  stock 
picker  James  Craig  1986. 

Richard 
Mellon  Scaife 

$1.1  BILLION 

Inheritance.  Ligonier,  Pa. 
68.  Divorced,  remarried; 
3  children 


Cordelia  Scaife  Mi 

$750  MILLION 

Inheritance.  Ligonier,  Pa. 
73.  Divorced,  widowed 

GRANDCHILDREN  OF  RICHARD  BEA 
Mellon,  heirs  to  Mellon  family's  banl 
fortune.  Richard  owns  Westmin 
Media,  publisher  of  7  daily  paper 
Pennsylvania,  including  the  right-v 
Pittsburgh  Tribune  Review;  also  a  P 
burgh  radio  station.  Backs  conserva 
think-tanks,  accused  of  funding  inv< 
gations  of  Bill  Clinton.  Cordelia's  C 
Partners  an  early  backer  of  B2B  sofrv 
firm  Freemarkets.  Siblings  long  estrar 
after  Richard  accused  Cordelia's  late  1 
band  of  corruption. 
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Auto  Insurance 


The  secret 
of  our  success? 

Smart 


customers. 


1-888-283-2849 


Buy  direct  from  GEICO 
over  the  phone  and  you 
could  save  15%  or  more 
on  car  insurance. 


une  ir>-minuie  tun  to  l-dcc-zco-zc-w  luuju 

save  you  15%  or  more  on  car  insurance. 

Grab  this  Savings  Comparison  You  can  use  your  American  Express,  For  faster  service,  you'll  nea 

Chart  and  call  GEICO        ♦   MasterCard,  VISA,  Discover  Card  or  personal    ♦    Current  policy,  driver's  licen 
for  a  line-by-line  rate  quote.  checking  account  for  instant  coverage.  and  vehicle  ID  numbers. 


YOUR  CURRENT 
COVERAGE 

YOUR  CURRENT 

r\ r% r" r /in  inn 

PREMIUM 

GEICO 

r\  r-%  r—  ft  ft  ■  ■  |  n  ft 

PREMIUM 

YOU 
SAVE 

Bodily  Injury:                       CAR  -| 

Par  Porcnn  1 

Per  Occurrence 

CAR  2 

Property  Damage: 

Per  Occurrence 

CAR  1 

CAR  2 

Personal  Injury  Protection  or 
Medical  Payments: 

Per  Person 

CAR  1 

CAR  2 

Uninsured  Motorists: 

Per  Person 

CAR  1 

Per  Occurrence 
Property  Damage 

CAR  2 

Comprehensive  (Your  Car): 
Deductible 

CAR  1 
CAR  2 

Collision  (Your  Car): 

Deductible 

CAR  1 

CAR  2 

Emergency  Road  Service: 

CAR  1 

CAR  2 

Government  Employees  Insurance  Co.  •  GEICO  General 
Insurance  Co.  •  GEICO  Indemnity  Co.  •  GEICO  Casualty  Co 
These  companies  are  subsidiaries  of  Berkshire  Hathaway  Inc 
GEICO  auto  insurance  is  not  available  in  MA  or  NJ  GEICC, 
Washington,  DC  20076  ©  2001  GEICO 

GEICO  SAVES  YOU  THIS  MUCH 

$ 

GEICO  Direct.  A  better  way  to  buy  car  insurance 

4  You  could  save  hundreds  of  dollars.  Consider 
the  alternative:  You  might  be  overpaying 
$200,  $300,  even  $600  every  year.  By 
working  directly  with  our  policyholders,  we  can 
operate  more  efficiently  and  pass  the  savings 
along  to  you.  It's  an  idea  we  pioneered  nearly 
65  years  ago. 

+  You  get  complete,  24-hour  service.  Unlike 
most  car  insurance  companies,  GEICO  works 
nonstop.  So  even  if  it's  3  a.m.,  you  get  direct 
access  to  hundreds  of  insurance  specialists, 
ready  to  update  your  policy,  process  your 
claim  or  answer  any  question.  You'll  never  play 
phone  tag  with  your  insurance  company  again. 

Your  claim  is  settled  quickly  -  often  within  48 

Kiurs.  With  more  than  1 ,800  claims  facilities 


nationwide,  there's  always  a  convenient 
location  near  you.  Our  staff  adjusters  can 
estimate  the  damage  and,  more  often  than 
not,  issue  payment  on  the  spot.  Our  goal  is 
to  settle  claims  fairly  and  quickly. 


Free  Rate  Quote 
1-888-283-2849 

or  check  the  yellow  pages  for  an  office  near  you. 


G 

El 

icq 

DIRECT 

geico.com 
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Alfred  P.  West  Jr. 

BILLION 

Investments.  Paoli,  Pa. 
Married,  3  children 

WANTED  TO  BE  AIR  FORCE  PILOT, 
but  eyes  went  bad  during  college, 
nt  to  Wharton  instead.  With  profes- 
,  developed  bank  training  programs 
>8;  project  became  banking  back-office 
i  Simulated  Environments.  Developed 
t  computerized  trust  accounting  sys- 
1 1972,  added  asset  management,  pri- 
:  banking  arms  1980s.  Now  manages 
.  billion  mutual  funds.  Shook  up  cor- 
ate  structure,  office  architecture  1990: 
entralized  teams  now  work  without 
ces;  desks,  filing  cabinets  on  wheels, 
lange  is  just  a  way  of  life  now." 

jlarc  David  Rich 

$  2  BILLION 

fjnmodities,  tax  evasion. 
V'gen,  Switzerland. 
6 .  Divorced,  remarried; 
2  hildren 

Incus  Green 

•  I  BILLION 

liimodities,  tax  evasion. 

}» jgen,  Switzerland. 

61.  Married,  4  children 

BHGTIME  FUGITIVES  LANDED  CLIN- 


LLOW  THE  MONEY 


I  members  of 
he  Forbes  400  live 
New  York  City. 


ton  pardon,  but  seem  reluctant  to  test  it 
out.  So  far  staying  in  Switzerland,  home 
since  1983.  Commodities  traders  took 
chances  others  wouldn't:  created  spot  oil 
market,  broke  embargoes.  Indicted  for 
gaming  U.S.  oil  system  and  trading  with 
Iran  during  hostage  crisis.  Green  sold 
stake  in  jointly  owned  firm  1992  after 
heart  surgery,  now  consults  periodically 
for  Rich,  who  sold  business  1994.  Now 
back  in  business,  took  over  Swiss  prop- 
erty firm  REG  this  year  to  add  to  bur- 
geoning real  estate  interests. 

Patrick  Ryan 

$1.1  BILLION 

Insurance.  Winnetka,  III. 
64.  Married,  4  children 

MILWAUKEE  NATIVE  SOLD  INSURANCE 
policies  at  dad's  car  dealership  in  1960s. 
Founded  Aon  (Gaelic  for  "unity")  1987. 
Huge  growth  through  acquisition:  today 
sells  coverage  in  more  than  120  countries. 
Current  Aon  chief,  also  owns  minority 
stake  in  pro  football's  Chicago  Bears. 

Arthur  Rock 

$1.1  BILLION 

Venture  capital.  San  Francisco. 
75.  Married 

NEW  YORK  INVESTMENT  BANKER  MOVED 


to  California  1961,  founded  investment 
firm  Davis  &  Rock — first  to  use  term 
"venture  capital."  Scored  early  with 
Fairchild  Semiconductor,  became  a  leg- 
end with  $2.5  million  investment  in  Intel 
in  1968.  Stake  worth  more  than  $500  mil- 
lion even  after  62%  drop  in  past  year,  but 
lately  selling:  unloaded  $11  million  of 
Intel  stock  in  July. 

Peter  Kellogg 

$1.1  BILLION 

Finance.  Short  Hills,  N.J. 
58,  Married 

FATHER  JAMES  C.  KELLOGG  III  BECAME 
partner  at  investment  boutique  Spear, 
Leeds  &  Kellogg  in  1945,  became  nation's 
largest  specialist  on  the  New  York  and 
American  stock  exchanges.  Peter  took 
over  in  1973;  last  year  sold  to  Goldman 
Sachs  for  $5.7  billion,  much  in  stock.  Bad 
timing:  Goldman  shares  down  40%  since 
the  deal  was  announced. 

Bruce  Kovner 

$1.1  BILLION 

Hedge  funds.  New  York  City. 
56.  Divorced,  3  children 

DROPPED  OUT  OF  HARVARD  PH.D.  PRO- 
gram  because  of  writer's  block;  drove 
New  York  City  cab,  played  harpsichord. 
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Began  trading  commodities  at  age  31 
after  borrowing  $3,000.  Founded  hedge 
fund  firm  Caxton  in  1983;  today  more 
than  $5  billion  in  assets  under  manage- 
ment. Active  in  school  reform,  raised  mil- 
lions for  New  York  City  scholarship  fund. 

Peter  Lewis 

$1  BILLION 

Insurance  Beachwood,  Ohio. 
67.  Divorced,  3  children 

TOOK  OVER  FATHER'S  INSURANCE  FIRM 
1965,  built  reputation  for  insuring  high- 
risk  drivers.  Today  Progressive  Corp. 
country's  4th-largest  auto  insurer,  with 
$6.2  billion  in  premiums.  Art  fanatic: 
pledged  nearly  $50  million  for  Guggen- 
heim Museum  in  New  York  City. 

Malcolm  Chace  III 
&  family 

$1  BILLION 

Berkshire  Hathaway.  Providence,  R.I. 
66.  Married,  3  children 

DESCENDANT  OF  OLIVER  CHACE,  WHO 
founded  Berkshire  textile  mill  1806  in 
Providence,  R.I.  Later  merged  with  Hath- 
away 1955,  taken  over  by  Warren  Buffett 
1965.  Yale-educated  Malcolm  has  seat  on 
board,  but  doesn't  take  active  role  in 
company.  With  family,  believed  to  own 
some  13,000  Berkshire  shares  worth 
nearly  $1  billion.  Also  owns  stake  in  pub- 
licly held  Bank  Rhode  Island. 

George  L.  Argyros 

$1  BILLION 

itments.  Newport  Beach,  Calif. 
64.  Married,  3  children 

GRANDSON  OF  GREEK  IMMIGRANTS, 
born  in  Detroit,  raised  in  Pasadena.  After 
stint  managing  Palm  Springs  grocery, 
began  buying  and  selling  corner  lots  at 
busy  intersections  for  gas  stations. 
Branched  into  apartments  1968.  His  Arnel 
&  Associates  now  has  5,400  apartments, 
more  than  2  million  square  feet  of  com- 
mercial properties  in  southern  California. 


Later  diversified  into  buyouts.  Big  Repub- 
lican contributor  rewarded  with  nomina- 
tion to  Spanish  ambassadorship  this  year. 
But  trip  to  Madrid  might  be  scuttled  by 
recent  lawsuit  contending  that  landlord  il- 
legally withheld  renters'  deposits. 

L.  John  Doerr 

$1  BILLION 

Venture  capita  Menlo  Park,  Calif. 
50.  Married 

TECH  BOOM'S  BEST-KNOWN  VENTURE 
capitalist  has  tempered  his  enthusiasm: 
now  calls  the  bubble  "the  largest  legal  cre- 
ation (and  evaporation)  of  wealth  in  the 
history  of  the  planet."  Earned  electrical 

Getting  into  technology  stocks  early  gave 
a  good  view  of  the  bull 
market.  Now  he's  looking  at  B2B  plays. 


engineering  master's  from  Rice  Univi 
sity,  M.B.A.  from  Harvard,  followed 
stints  as  Monsanto  engineer,  Intel  salJ 
man.  Joined  Kleiner  Perkins  1980.  Ea 
investments  included  Sun  Microsyster 
Compaq,  Netscape  and  Amazon. 

Tom  I  Gores 

$1  BILLION 

Leveraged  buyouts  Los  Angeles. 
36.  Married,  2  children 

IMMIGRATED  TO  THE  U.S.  FRoj 
Nazareth,  Israel  at  age  5;  father  r| 
grocery  stores  outside  Flint,  Mich.  Afl 
Michigan  State,  invested  alongside  old 
brother  Alec  in  small  tech  firms;  parti 
ways  1995.  Tom  now  runs  buyout  fin 
Platinum  Equity:  30  deals  since  1995 1 
using  lots  of  leverage.  Brother  Alec,  4 
runs  rival  firm  Gores  Technology  Groti 
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ELECTRONICS 


SEE,  HEAR  AND  FEEL  THINGS  LIKE  NEVER  BEFORE 

THE  WORLD'S  FIRST  &  LARGEST  © 
24  INCH  ULTRATHIN  LCD  MONITOR 

XTRAWIDE™  (170  DECREE)  VIEWING  ANGLE  © 

HIGH  RESOLUTION,  UP  TO  1920  X  1200  © 


How  real  can  an  image  be?  Is  this  reai  enough? 




Samsung  Electronics  Co.  Ltd.  1-800-SAMSUNC 


www.samsung.com/usa 


SAMSUNG  DIGITS 

everyone's  invited 


CE 


FOLLOW  THE  MONEY 

The  youngest  member 

of  The  Forbes  400: 

^^^^^^^^ 

Daniel  Ziff,  30. 

Vinod  Khosla 

$1  BILLION 

Venture  capita;  Menlo  Park,  Calif. 
46.  Married,  4  children 

NEW  DELHI  NATIVE  HAS  SOME  OF  SILI- 
con  Valley's  best  credentials:  cofounded 
Sun  Microsystems,  now  a  general  part- 
ner at  venture  capital  shop  Kleiner 
Perkins.  Many  of  his  investments  have 
dropped,  and  IPO  market  has  dried  up, 
but  says  tech  wreck  hasn't  scared  him  off: 
"What  we  saw  in  the  last  10  years  is 
peanuts  compared  to  what  we'll  see  in 
the  next  10." 

Jerome  Kohlberg 

$1  BILLION 

LBOs,  investments  Mount  Kisco,  N.Y. 
76.  Married,  4  children 

WITH  COUSINS  HENRY  KRAVIS  AND 
George  Roberts  (see),  left  Bear  Stearns  to 
form  Kohlberg  Kravis  Roberts,  quintes- 
sential leveraged  buyout  firm.  Struck  out 
on  own  in  1987,  retired  1994.  Lately  turn- 
ing to  politics  via  his  push  for  campaign 
contribution  limits. 

Julian  Robertson  Jr. 

$1  BILLION 

;y  management.  New  York  City. 
69.  Married,  3  children 

HEDGE  FUND  MANAGER  CONTINUES  TO 
unwind  Tiger  Fund  that  made  him  a  leg- 
end. Started  handing  out  cash  to  share- 
holders in  1999,  after  2  years  of  losses. 
At  peak  had  $22  billion  in  assets,  now 
down  to  $218  million  stake  in  US  Air- 
ways, not  much  else.  Sees  threat  of  pos- 
sible "1930s-style  recession."  Donations 
to  aima  mater  U.  of  North  Carolina, 
Duke,  hometown  Salisbury,  N.C. 


Alberto  Vilar 

$1  BILLION 

Money  management.  New  York  City. 
60.  Divorced 

BORN  IN  NEW  JERSEY,  RAISED  IN 
Cuba  and  Puerto  Rico.  Held  vari- 
ous jobs  in  corporate  finance,  started 
Amerindo  Investment  Advisors  1980; 
early  investor  in  technology  stocks:  Mi- 
crosoft, Oracle,  AOL,  Yahoo,  Ebay.  Big 
benefactor  of  the  classical  performing 
arts:  nearly  $300  million  in  the  last  4  years. 

Nelson  Peltz 

$970  MILLION 
Leveraged  buyouts.  Palm  Beach,  Fla. 
59.  Divorced,  remarried; 
8  children 

HIS  TRIARC  BUYOUT  FIRM  REWARDED 
him  with  a  $15  million  bonus  in  May  for 
completing  the  $1.5  billion  sale  of  its 
Snapple  Beverage  Group  to  Cadbury 
Schweppes.  Proceeds  won't  be  used  for 
helicopter  fuel:  neighbors  near  Peltz's  es- 
tate in  Westchester  County,  N.Y.  sued  to 
stop  him  from  flying  his  6-passenger 
chopper  in  and  out  of  town.  In  May  the 
court  grounded  Peltz. 

Gary  Winnick 

$930  MILLION 

Global  Crossing.  Los  Angeles. 
53.  Married,  3  children 

SON  OF  LONG  ISLAND,  N.Y.  SALESMAN 
perfected  selling  skills  alongside  Michael 
Milken  at  Drexel  early  1980s;  left,  started 
Pacific  Capital  investment  firm.  Backed 
undersea  fiber-optic  cable  operation 
Global  Crossing.  Stake  worth  $1.2  bil- 
lion day  after  company's  1998  IPO. 
Stock  since  tumbled  but  keeps  wealth  di- 


versified: now  venturing  into  wire 
with  former  Global  execs  David  Lee ; 
Barry  Porter.  Also  real  estate:  receil 
bought  palatial  home  once  owned 
David  Murdock. 

Michael  F.  Price 

$900  MILLION 

Fund  manager.  Far  Hills,  N.J. 
50.  Divorced,  3  children 

VALUE  INVESTOR  SOLD  HEINE  SECIJ 
ties  to  Franklin  Resources  for  $  1 20  i 
lion  in  stock,  $550  million  in  cash  ai 
5-year  employment  contract.  RJ 
money  for  himself  these  days,  but  on 
investors  can  get  his  advice  for  free:  P 
stock  picks  on  Value  Investor's  C 
under  nom  de  plume  michael55. 

Thomas  Lee 

$900  MILLION 

Leveraged  buyouts.  New  York  City. 
57.  Divorced,  remarried; 
4  children 

RAISED  $6.1  BILLION  THIS  YEAR 
new  buyout  fund.  Investors  hope  he' 
able  to  pull  off  deals  along  the  line 
big  scores  Quaker  Oats,  Mattel. 

No  recount  necessary:  fSoss  Perot  g 
the  keys  to  his  company  to  son  Ross  Jr. 
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.  /e  been 

I've  been  devoted  to  my  CLIENTS. 

And  I've  been  devoted  to  my  SHAREHOLDERS. 
Now  all  I  want  is  to  devote  a  little  MORE  TIME 
searching  for  BONEFISH. 

I  niJyDedn 

Financial  Group*  \l^*^m^" 


X  Lincoln  Financial  Group,  we  offer  clear,  understandable  retirement  solutions  to  help  you  protect  and 
enjoy  the  work  of  a  lifetime.  Call  us  at  1-877-ASK-LINCOLN.  Clear  solutions  in  a  complex  world® 

www.LFG.com 

and  Financial  Planning  •  Mutual  Funds  •  Annuities  •  Life  Insurance  •  401  (k)  Plans  •  Institutional  Investment  Management 


icoln  National  Corn.  Financial  planning  services  offered  through  Lincoln  Financial  Advisors  Corp, ,  a  registered  investment  advisor,  or  Sagemark  Consulting,  a  division  of  Lincoln  Financial  Advisors  Corp.  Securities  offered 
icoln  Financial  Advisors,  a  broker-dealer  (Member  SIPC).  Insurance  offered  through  Lincoln  affiliates  and  other  fine  companies.  Lincoln  Financial  Group  is  the  marketing  name  foi  Lincoln  National  Corp.  and  its  affiliates. 

CRN01 02-1 375 


i  Wyly  sold  his  company  to  Com- 
puter Associates,  then  suffered  remorse. 
Shareholders  haven't  been  sympathetic. 

Richard  Strong 

$850  MILLION 

Money  management.  Brookf ield,  Wis. 
59.  Married,  I  child 

STOPPED  STOCK  PICKING  LAST  YEAR, 
but  still  runs  Strong  Investments  fund 
company  he  cofounded  in  1968;  now 
boasts  $47  billion  under  management. 

Jesse  Mack 
Robinson 

$840  MILLION 

Banking,  insurance.  Atlanta. 

78.  Married,  2  children 

TRIPLE  BYPASS  2  YEARS  AGO  HASN'T 
slowed  him  down:  still  works  50-hour 
weeks  overseeing  bank,  insurance  em- 
pire he  built  from  chain  of  auto  loan 
companies. 

George  Joseph 

$810  MILLION 

Mercury  General  Corp.  Los  Angeles. 

79.  Divorced,  remarried; 
5  children 

INSURANCE  MAN  DROPPED  OFF  OUR 
list  2  years  ago,  but  his  Mercury  General 
stock  up  82%  since  December  1999. 

Charles  T.  Bauer 

$800  MILLION 

Mutual  funds.  Houston. 
82.  Married,  3  children 

COFOUNDER  OF  AIM  MANAGE- 
1  ment  sold  to  Invesco  in  1999  (see 
story,  p.  184). 


Gerald  J.  Ford 

$800  MILLION 
Dallas. 

57.  Divorced,  remarried; 
4  children 


TURNAROUND  EXPERT  GREW  UP 
on  Texas  wheat  farm,  but  made  his 
money  in  banks.  Studied  economics  and 
law  at  Southern  Methodist  U.;  borrowed 
$1.2  million  to  buy  struggling  thrift 
1975.  Built  into  chain,  eventually  sold  for 
$80  million  profit.  With  Ronald  O.  Perel- 
man  (see),  bought  insolvent  Texas  thrifts 
1988,  sold  bulk  of  portfolio  to 
BankAmerica  1993  for  $110  million. 
Now  splits  time  between  Dallas  and  New 
York,  but  hasn't  forgotten  rural  roots — 
owns  80,000-acre  cattle  ranch  in  New 
Mexico,  Kentucky  horse  farm. 


Theodore 
Forstmann 


$800  MILLION 

raged  buyouts.  New  York  City. 
61.  Single 

COFOUNDER  OF  LEVERAGED  BUYOUT 
firm  Forstmann  Little  made  first  acquisi- 
tion in  1980.  Structures  deals  with  blend 
of  equity  and  low-interest  subordinated 
debt;  firm  typically  takes  20%  of  profits. 
Past  hits:  General  Instrument,  Gulf- 


stream  Aerospace.  Recent  flops: 
Communications,  McLeodUSA.  Ar« 
education  reformer. 

Bernard  Francis 
Saul  II 

$800  MILLION 

Inheritance,  banking,  real  estate. 
Chevy  Chase,  Md. 
69.  Married,  5  children 

FORMED  B.F.  SAUL  REAL  ESTATE  TRJ 
1964:  hotels,  shopping  centers,  offi 
Took  private  1988;  launched  sec 
REIT,  Saul  Centers,  1993.  Foun 
Chevy  Chase  Bank  1969  out  of  tra 
now  Washington,  D.C.  area's  largest. 

Sam  Wyly 

$800  MILLION 

Investments.  Dallas. 
66.  Twice  divorced,  remarried; 
6  children 

FORMER  WHEELER-DEALER,  CURR1 
corporate  governance  convert  rece: 
lost  bid  to  unseat  Computer  Associi 
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kith  100%  clean  emissions 
going  to  swallow  that? 


Ii,  pure  water.  We're  talking  car  emissions, 
pnly  a  car  equipped  with  a  hydrogen  fuel  cell  system  from  IFC. 
Jsuch  system,  compact  enough  to  sit  snugly  beneath  the  rear  seat, 
prs  this  engine-less  Hyundai  Santa  Fe.  Other  systems  developed 
i:C  allow  fuel  cells  to  run  off  plain  old  gasoline.  Together,  they 
■writing  an  epitaph  for  the  internal  combustion  engine:  the  only 
jroduct  of  a  hydrogen  fuel  cell  is  pure  water, 
ited  Technologies  and  its  engine  of  ideas  the  United  Technologies 
arch  Center,  intelligence  shared  is  intelligence  squared.  So  you  will 

utc.com  NYSE:utx 


find  the  same  revolutionary  lighweight  metal 
in  both  IFC's  fuel  cells  and  the  heat  exchanger  of 
a  Sikorsky  helicopter.  And  the  same  ultraviolet 
air  purifying  system  employed  by  both  Carrier  for 
buildings  and  Hamilton  Sundstrand  for  planes. 
The  goal  is  100%  clean  emissions. 
Because  United  Technologies,  Fortune  magazine's 
Most  Admired  aerospace  company,  knows  the 
most  vital  corner  of  aerospace  is  Earth. 


United 

Technologies 


O     CARRIER     O    PRATT  &  WHITNEY     &    SIKORSKY    &    HAMILTON  SUNDSTRAND     O    INTERNATIONAL  FUEL  CELLS     &     NEXT  THINGS  FIRST 
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chair  Charles  Wang  (see)  and  board.  Ac- 
cused the  software  giant  of  poor  cus- 
tomer relations  and  shoddy  accounting. 
This  apparently  didn't  occur  to  him  be- 
fore he  sold  his  own  Sterling  Software 
company  to  Wang  last  year  for  $4  bil- 
lion. Less  controversial  investments:  in- 
surance, oil,  Bonanza  steak  house. 

Michael  Milken 

$770  MILLION 

sstments  Los  Angeles. 
55.  Married,  3  children 

FAILED  TO  WIN  BID  IN  CLINTON  PARDON 
sweepstakes,  but  reputation  mostly  reha- 


bilitated. Brains  behind  junk  bond  shop 
Drexel  Burnham  spawned  leveraged  buy- 
out craze  of  the  1980s;  spent  22  months 
in  prison  after  being  charged  with  secu- 
rities fraud.  Major  philanthropist  dedi- 
cated to  wiping  out  prostate  cancer  after 
own  battle  with  disease. 

Thomas  Hicks 

$760  MILLION 

Dallas. 

54.  Divorced,  remarried; 
6  children 

FATHER  WAS  TEXAS  RADIO  ENTREPRE- 
neur;  Tom  spun  tunes.  Quit  to  form 


After  selling  out  to  Franklin  Resources 

Michael  Price  has  more  time  to  ho 
around.  But  he's  still  an  active  investor 

leveraged  buyout  firm  Hicks,  Muse, 
&  Furst.  Early  hits  with  soda:  Dr  Pep 
Seven-Up.  Returned  to  radio:  bou 
merged  Capstar  and  Chancellor  Me 
Renamed  AMFM,  sold  to  Clear  Cha: 
Communications  for  $17.1  billion, 
recent  telecom  missteps  have  cost  I 
$500  million.  Owns  hockey's  I). 
Stars,  pro  baseball's  Texas  Rangers. 

Leon  Levy 

$750  MILLION 

Investments.  New  York  City. 

76.  Divorced,  remarried;  I  chile 

WALL  STREET  TALK  SAYS  THE  N 
Economy  basher  made  $100  million 
year  putting  his  money  where  his  mc 
is:  shorted  Nasdaq,  went  long  on  inte 
rates.  Original  fortune  made  in  bone 
1950s;  later,  in  leveraged  buyouts 
Odyssey  Partners. 

Thomas  Marsico 

$750  MILLION 

Mutual  funds-  Englewood,  Colo. 
46.  Married,  3  children 

FORMER  STAR  FUND  MANAGER  J 
Janus  started  Marsico  Capital  Mans 
ment  in  1999  with  $150  million  fr 
Bank  of  America,  which  took  a  5 
stake.  Last  year  BofA  paid  $950  mill 
to  buy  the  rest  of  the  company. 

William  K.  Bowes 

$725  MILLION 

Venture  capital.  San  Francisco. 
75.  Married 

ycuf  PUBLICITY-SFTY  BAY  AREA  VENTO 
capitalist  began  backing  entrep 
neurs  in  the  1950s.  "It  was  a  hobby." 
scores  with  Amgen,  Sun  Microsyste: 
Investment  banker  with  Blyth  &  < 
(now  PaineWebber  Securities)  fori 
years,  worked  on  Hewlett-Packard's  I] 
Founded  U.S.  Venture  Partners  IS 
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DETECT  LOW  LEVELS  Of  COMPLIANCE  AND  PERSISTENCE  BEFORE  PROBLEMS  ARI 

While  many  patients  follow  their  doctor's  instructions,  an  alarming  number  don't  take  their  drugs  as  prescribed. 
Tins  not  only  causes  serious  health  risks,  it  translates  into  millions  of  dollars  in  lost  revenue.  So  Dendrite'  has 
created  sophisticated  analytical  tools  that  enable  drug  manufacturers  to  alert  pharmacists  and  physicians  to 
potential  problems.  Allowing  for  faster  intervention  and  healthier  outcomes. 
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DENDRITE  # 


LEARN  HOW  DENDRITE'1  CAN  HELP  PATIENTS  AND  BUILD  YOUR  BUSINESS 
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G  RAYfV/IS*aN 


THE  FQRRES^4H0JJJNANCE 


raised  $2.5  billion  in  8  funds.  Went  to 
Stanford,  like  mother,  father,  uncle, 
brother;  big  donor  to  alma  mater. 

Carl  Lindner 

$650  MILLION 

Insurance,  investments.  Cincinnati. 
82.  Married,  3  sons 

OPENED  ICE  CREAM  STORE  IN  1940  WITH 
brothers  and  $1,200.  Built  220-store 
chain.  Moved  into  banking  with  small 
S&Ls  1959;  added  insurance  1971, 
Chiquita  Brands  early  1970s.  Today 
American  Financial  Group:  $3.8  billion 
sales,  $2.7  billion  in  net  insurance 
premiums. 


Jack  Nash 


$650  MILLION 

Hedge  fund  manager.  New  York  City. 
72.  Married,  2  children 

FORMER  CHAIRMAN  OF  OPPENHEIMER 
&  Co.  but  left  the  post  1982  to  start  the 
Odyssey  Partners  hedge  fund.  Liqui- 
dated the  $3  billion  fund  1997;  one  year 
later  his  son  Joshua  launched  Ro- 
manesque successor  Ulysses  Partners, 
which  now  has  $140  million  under 
management. 

Joshua  Green  III 

$630  MILLION 

Inheritance,  banking,  real  estate,  Seattle. 
65.  Divorced,  remarried; 
3  children 

FOURTH-GENERATION  BANKER  HAS 
big  stake  in  US  Bancorp,  which  bought 
his  family's  Peoples  National  Bank. 
Great-grandfather  William  Green 
owned  bank  in  lackson,  Miss.,  moved 
family  to  Seattle  after  Civil  War.  Grand- 
father Joshua  I  expanded  banking  en- 
terprise there,  worked  until  age  102. 
Joshua  III  a  Harvard  English  major, 
joined  family  bank  in  1960,  named 
chairman  in  1979,  now  a  director. 
Also  has  $76  million  stake  in  Safeco 
Insurance.  Enjoys  fly  fishing,  Seattle 
philanthropy. 


William  Charles 
Morris 

$600  MILLION 

Money  management.  New  York  City. 
63.  Married,  3  sons 

FORMER  HEAD  OF  INVESTMENT  BANK- 
ing  division  Lehman  Brothers;  with 
group  of  senior  officers,  purchased 
money  management  firm  J&W  Seligman 
in  1988.  Assets  under  management 
reached  $30  billion  this  year;  Morris'  ini- 
tial $5  million  investment  now  worth 
perhaps  $400  million.  Hands-off  chief 
executive,  scored  with  investment  in 
Carbo  Ceramics  1987.  Executive  com- 
mittee member  of  Metropolitan  Opera. 


One  man's  bust  is  another  man's  boom: 
Business  is  picking  up  for  Tom  Gores, 
who  buys  distressed  tech  companies. 


James 
Oelschlager 

$600  MILLION 

Money  management.  Akron,  Ohio. 
59.  Married,  2  children 

LIITLE  KNOWN  FUND  MANAC 
owns  even  lower-profile  Oak 
sociates,  which  oversees  $17  billior 
assets.  Heavily  weighted  in  technol* 
health  care,  financial  services,  hit  h 
by  recent  market  downturn.  Does 
advertise,  rarely  sells.  Oelschlager 
veloped  buy-and-hold  strategy  wl 
running  pension  money  for  Firest* 
for  16  years.  Started  Oak  1985,  initi 
limited  funds  to  institutional  invest) 
Wheelchair-bound  by  multiple  scle 
sis,  gives  generously  to  hospitals 
alma  mater  Denison  University,  : 
million  this  year. 
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ie  things  are  beyond  your  control.  The  trick  is  to  focus  on  what  isn't.  Like  your  financial 
-being.  That's  why  Neuberger  Berman  provides  a  wide  range  of  wealth  management  and  trust 
'ices  designed  to  protect  and  enhance  your  hard-earned  money.  All  from  a  national  company 
's  small  enough  to  give  customized  service  and  personal  attention,  yet  big  enough  to  offer 
prtise  on  asset  allocation,  tax  planning,  trust  services  and  investment  products.  So  if  you 
i  at  least  $2  million  of  investable  assets,  we  can  develop  a  plan  to  help  you  sustain  your  current 
ityle.  That  way  money  won't  be  something  you  only  reminisce  about.  For  a  complimentary 
chure  on  trusts  and  wealth  management,  or  to  learn  more,  call  866.988.5473  or  visit  nb.com. 


NEUBERGER  BERMAN 


National  Trust  Company 

©2001  Neuberger  Berman.  LLC  All  rights  reserved  7/01. 
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1e  let  t 

landlords  fill  their  buildings,  raise  rents— even 
invest  in  onetime  technology  highfliers.  Now 
happiness  may  be  a  creditworthy  tenant. 


Donald  Bren 

$4  BILLION 

Real  estate.  Newport  Beach,  Calif. 
69.  Twice  divorced,  remarried; 
4  children 

PUBLICITY-SHY  IRVINE  CO.  CHIEF 
keeps  tight  rein  over  vast  properties  in 
Orange  County,  LA,  San  Diego  and  Sil- 
icon Valley.  Built  first  house  in  1958. 
Sold  home-building  company  to  Inter- 
national Paper  in  1970  for  $34  million. 
Purchased  Irvine  Ranch  in  1977  with  Al 
Taubman,  Herb  Allen  and  Max  Fisher 

cc 

°  (see  all).  Became  majority  owner  1983. 
*  Irvine  Co.  now  largest  landowner  in  Or- 
I  ange  County. 

C3 

cc 
o 

l  Samuel  LeFrak 
\  &  Family 

l  $2.8  BILLION 

1  Real  estate.  New  York  City, 
i  83.  Married,  4  children 

z 

I  TURNED  600  ACRES  ABANDONED  JERSEY 

g  City  railyard  on  Hudson  River  into 

i  lower-tax  Wall  Street  alternative.  Still 

|  developing  sprawling  Newport  office, 

1  residential,  commercial  complex:  5 

1  million  square  feet  built,  another  2  mil- 
's lion  square  feet  of  office  space  planned. 

2  Son  Richard,  57,  runs  day-to-day 
2  operations. 

cc 

1    FORBES  may  differ  with  The  Donald 
g    over  his  net  worth,  but  Trump  towers 

s  ;  over  all  in  his  decorative  flourishes. 

j  I  , 


Leonard  Stern 

$2.2  BILLION 

Real  estate.  New  York  City. 
63.  Divorced,  remarried; 
3  children 

AT  BEHEST  OF  SON  EDWARD,  SOLD  85% 
of  Hartz  Mountain  pet  supplies  last  year 
for  $208  million.  German  immigrant  fa- 
ther started  Hartz  with  5,000  canaries  in 
1926.  Family  business  now  lies  primarily 
in  real  estate:  posh  Manhattan  hotels,  Jer- 
sey-side properties  with  Big  Apple  views. 

Samuel  Zell 

$1.9  BILLION 

Real  estate,  investments.  Chicago. 
60.  Divorced,  remarried; 
3  children 

UNDETERRED  BY  HINTS  THAT  PROP- 
erty  values  may  have  peaked,  plunging 
ahead  with  bigger/better  strategy.  This 
summer  his  Equity  Office  Properties 
REIT  swallowed  up  rival  Spieker  for  $7.3 
billion,  making  Equity  the  country's 
largest  office  REIT.  Long  way  from  ZelTs 
start  buying  ailing  Sunbelt,  Midwest  real 
estate  in  1970s  with  U.  Michigan  frat 
brother  Robert  Lurie  (d.  1990). 

Leona  Helmsley 

$1.8  BILLION 

Inheritance.  New  York  City. 
81.  Divorced,  widowed 

QUEEN  OF  MEAN'S  PERSONAL  LIFE  GEN- 
erates  far  more  headlines  than  the  real  es- 
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tate  empire  she  inherited  from  husband 
Harry  (d.  1997).  Now  said  to  be  more  of 
a  recluse.  Former  employee  suing  for  sex- 
ual discrimination.  Real  estate  holdings 
anchored  by  6  hotels.  Wrangling  with  NJ 
officials  to  develop  $36  million  parcel  near 
George  Washington  Bridge. 

Donald  J.  Trump 

$1.8  BILLION 

Real  estate.  New  York  City. 

55.  Twice  divorced,  4  children 

WORK,  AND  WIND,  NEVER  CEASES  FOR 
The  Donald:  mulling  world's  tallest 
building  in  Chicago;  Frankfurt  clamor- 
ing for  him  to  construct  Europe's  tallest. 
Construction  started  on  5th  building  on 


80-acre  site  in  NYC;  total  of  18  planned. 
Controversial  Trump  World  Tower  by 
United  Nations  also  a  hit:  sold  f  unit  for 
$38  million,  believed  to  be  highest  price 
ever  paid  for  Manhattan  apartment.  Cites 
all  this  and  more  as  proof  our  net  worth 
figure  is  low:  "5  billion  is  the  real  num- 
ber." Ah,  if  only  there  weren't  all  those 
partners  and  debt  obligations.  Took  $850 
million  to  finance  purchase  of  General 
Motors  building  in  New  York. 

Carl  Berg 

$1.2  BILLION 

Real  estate,  venture  capital. 

Atherton,  Calif. 

64.  Married,  I  child 


GOT  START  IN  SILICON  VALLEY  REAL  | 
tate  as  loan  processor,  mortgage  broke 
Took  warrants,  stock  in  lieu  of  rent  fron 
fledgling  tech  companies.  Today  Missio 
West  Properties  manages  93  properties 
totaling  6.4  million  square  feet. 

John  Sobrato 

$1.2  BILLION 

Real  estate.  San  Jose,  Calif. 

61.  Married,  3  children 

PALO  ALTO  RESIDENTIAL  BROKER  F 
1960s  branched  into  commercial  projec 
in  Silicon  Valley.  Today  owns  1 1  millio 
square  feet  of  commercial  space,  47 
acres  in  the  valley.  With  son,  Johl 
Michael,  launched  $10  million  Sobrat 
Affordable  Housing  Fund;  provides  ir 
terest-free  loans  of  $50,000  to  $1  millio 
to  developers  of  nonprofit  housing. 

John  Arrillaga 

$1.2  BILLION 

Real  estate.  Palo  Alto,  Calif. 

64.  Widowed;  I  son,  I  daughter 

Richard  Peery 

$1.2  BILLION 

Real  estate.  Palo  Alto,  Calif. 

61.  Married;  3  sons,  I  daughter 

PRESCIENT  DEVELOPERS  BOUGHT  CAJ 
ifornia  farmland  in  1960s,  built  high-en 
office  space.  Today  one  of  the  areai 
biggest  landlords  with  over  10  millioi 
square  feet,  but  feeling  effects  of  receri 
tech  slump:  nearly  10%  of  the  duo 
space  vacant. 

Archie  Aldis  (Red) 
Emmerson 

$1.2  BILLION 

Timberland,  lumber  mills.  Redding,  Call 
72.  Widowed,  3  children 


Bricks  and  clicks:  Mort  Zuckerman 
made  money  from  real  estate  and  from  a 
New  Economy  magazine  this  year. 


Landlord 
keeps  fast 
company  in 
media  circles. 
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team  up  all  ^ 

your  different  networks  to  run  as 

one  Net. 

In  today's  economy,  companies  are  struggling  with  the  complexities  or  the  Net.  Trying  to  make  intranets,  extranets,  the  Internet  and 
multiple  software  platforms  work  together.  Well  now,  with  Net  services  software  from  Novell,  they  can  all  be  harnessed  as  one  Net. 
So  employees,  partners,  suppliers  and  customers  will  have  the  freedom  to  connect — securely  and  reliably.  And  companies  will  have 
the  power  to  change  their  eBusiness  as  fast  as  the  Net  economy.  Find  out  how  to  get  all  your  Nets  working  as  one  at  www.novell.com 

Novell 

the  power  to  chaNge 

©  Copyright  2001  Novell,  Inc.  All  rights  reserved  Novell  is  a  registered  trademark  and  the  power  to  change  is  a  trademark  of  Novell.  Inc..  in  the  United  States  and  other  countries 
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complex,  built  on  derelict  property  leased  from  C 
lumbia  University.  John  D.  Rockefeller  Jr.,  son  of  1 
oil  titan,  planned  the  project  as  a  new  home  for  t 
city's  Metropolitan  Opera.  When  the  Depression  I 
the  opera  pulled  out,  and  Rockefeller  filled  the  va 
funding  75%  of  the  $125  million  construction  prii 
The  money  came  out  of  his  own  pocket,  raised  by  s( 
ing  oil  stock  at  a  huge  loss. 

Labor  leaders  praised  Rockefeller  for  the  the 
sands  of  jobs  he  created  for  an  underemployed  wc 
force.  But  the  Mexican  artist  Diego  Rivera,  comm 
sioned  by  Rockefeller  for  a  prominent  mural  in  t 
property's  main  building,  was  less  enthused.  His  wc 
showed  Lenin  leading  the  proletariat  in  revolt.  Rive 
was  paid  but  the  mural  was  destroyed. 

During  the  late  1980s  the  Rockefellers  sold  80% 
the  property  for  $1.4  billion  to  Mitsubishi  Corp.,  whi 
planned  on  rents  of  $100  a  square  foot  by  2000.  E 
when  the  real  estate  market  tanked  in  the  early  1990 
Mitsubishi  couldn't  make  payments  on  the  $1.3  billii 
mortgage  and  threatened  to  walk  away  from  the  propei 
By  David  Armstrong  David  Rockefeller  flew  to  Tokyo  to  beg  the  company  to  reconsid 

"Mere  moneymaking  has  never  been  my  goal.  I  had  an  ambition  to  He  broke  his  leg  on  the  way  and  addressed  Mitsubishi's  chairman  a 
build."  —John  D.  Rockefeller    board  from  a  wheelchair,  to  no  avail.  The  Mitsubishi-led  partners!1 

Seventy  years  ago  the  Rockefeller  clan  left  an  indelible  footprint  in  Man-    defaulted  on  its  mortgage  in  1995. 

hattan  by  building  a  high-rise  complex  that  spanned  six  midfown  blocks.  Shares  of  the  real  estate  trust  that  held  the  debt  fell,  and  the  ni 
But  now  the  family  no  longer  owns  any  pad  of  the  buildings  that  bear  its  owners  put  the  moneylosing  buildings  on  the  market.  Rockefeller  i 
name.  In  April  David  Rockefeller,  along  with  the  property's  co-owners,  vested  in  the  family  namesake  once  again,  agreeing  to  join  investc 
sold  his  5%  stake  in  Rockefeller  Center.  Total  price.  $1.85  billion.  led  by  Goldman  Sachs  to  put  up  $300  million,  and  assuming  $8- 

Rockefeller  got  a  good  price,  but  the  sale  was  bittersweet  for  a    million  in  debt  for  the  property.  To  ensure  that  the  new  owners  did 
man  who  spent  years  caring  for  the  New  York  City  icon.  "Rockefeller    neglect  the  complex,  Rockefeller  insisted  on  a  clause  forcing  them 
Center  was  the  really  enduring  symbol  not  only  of  what  his  father    hold  on  to  the  center  for  at  least  five  years, 
contributed  but  also  of  the  family's  name  in  New  York,"  says  Fraser         That  time  is  up,  and  the  buildings  are  now  owned  by  Tishm. 
Seitel,  a  writer  assisting  the  85-year-old  patriarch  with  his  memoirs.     Speyer  Properties  and  the  Crown  family.  But  the  Rockefeller  family  h 

The  Rockefeller  clan  had  always  intended  grand  things  for  the    held  on  to  one  last  tie  to  the  landmark:  It  rents  office  space  there. 


Symbol  of  capitalism  (circa  1930):  Family  has  no  more  piece  of  Rock. 


FATHER  BUILT  SAWMILLS  IN  BACKYARD 
in  1930s.  "Red"  formed  sawmill  part- 
nership 1949.  'look  public  as  Sierra  Pa- 
cific Industries  1969;  bought  back  5 
years  later.  Borrowed  $460  million  to 
buy  522,000  acres  timberland.  Now 
North  America's  largest  private  forest 
holder  with  1.5  million  acres  scattered 
across  California.  Lately  a  target  of  en- 
vironmentalists who  oppose  clear-cut- 
i;;reed  to  sell  up  to  50,000  acres  to 
preservationists. 


Mort  Zuckerman 

$1.1  BILLION 

Real  estate,  media.  New  York  City. 
64.  Married,  I  child 

MONEY  COMES  FROM  REAL  ESTATE, 
but  his  passion  is  print.  Boston  Prop- 
erties chairman  owns  10%  of  thriving 
REIT  he  cofounded  1970.  Among  $10 
billion  portfolio:  Boston's  Prudential 
Center,  San  Francisco's  Embarcadero 
Center,  majority  stake  in  New  York's 


Citigroup  Center.  Publications  rost) 
less  glamorous:  drooping  US  News 
World  Report,  problematic  New  Yoi 
Daily  News.  Keeping  up  his  end  of  E 
Apple's  tabloid  war  with  offer  to  bi 
moneylosing  New  York  Post  from  riv 
Rupert  Murdoch.  One  startling  succe: 
sold  tech  mag  Fast  Company  to  Bertel 
maim  for  $360  million  in  Decembt 
incentives  could  add  $150  million 
2003.  Putting  chunk  of  proceeds  t 
ward  charity. 
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EXTRASENSORY  PERCEPTION 


IF   IT   WERE    ONLY   THAT  EASY 


ANTICIPATE.    THAT'S    A    GOOD  POLICY. 

Al  Kemper  Insurance,  when  we  anticipate  what  a  customer  needs,  we  draw  upon  hard  work  and  experience, 
creating  customized  solutions  to  meet  those  needs.  Sure,  it's  not  as  flashy  as  some  other  methods  out  there.  But 

done  right,  it  has  enormous  benefits  for  our  customers.  With  nearly  90  years  behind  us,  it's  safe  lo  say  we've 
seen  almost  any  problem,  catastrophe  or  disaster.  So,  we  can  help  you  be  prepared  if  one  should  unfortunately 
happen  to  you.  And,  by  the  way,  we'll  never  seek  the  advice  of  a  crystal  ball.  For  more,  call  your  independent 
Kemper  Insurance  agent  01  broker,  visit  us  al  www.kemperinsurance.com  or  call  toll  free  l-8f)(i-2KI'. MPER. 


(C  Kemper 

Insurance  Companies 


The  policies  that  matter" 
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Thomas  J.  Flatley 

$1.1  BILLION 

Real  estate.  Milton,  Mass. 

69.  Married,  5  children 

IRISH  FARM  BOY  ARRIVED  IN  U.S.  1950 
with  $32.  After  stints  in  a  Bronx  deli  and 
Army,  moved  to  Boston.  Built  apart- 
ments; later,  hotels.  Assembled  New  Eng- 
land empire  of  commercial  properties 
using  low  bids,  little  leverage. 

Edward  Roski  Jr. 

$900  MILLION 
Real  estate.  Los  Angeles. 
62.  Married,  3  children 

DEAL  TO  BUY  LAS  VEGAS  HILTON  FELL 
through,  but  things  are  looking  up 
closer  to  home:  going  forward  with 
plans  to  develop  area  around  Los  An- 
geles Staples  Center,  which  he  owns 
along  with  Philip  Anschutz,  Rupert 
Murdoch.  Got  into  real  estate  broker- 
age after  serving  in  Vietnam,  moved 
into  construction,  management.  Now 
owns  at  least  40  million  square  feet  of 
commercial  space. 

Walter  Shorenstein 

$900  MILLION 

Real  estate.  San  Francisco. 

86.  Widowed;  I  son,  I  daughter 

WWII  VETERAN  CONTROLS  MORE  THAN 
25%  of  downtown  San  Francisco  office 
space.  Manages  trophy  properties  in 
New  York,  Chicago,  Boston,  Houston, 
Phoenix,  Kansas  City,  New  Orleans, 
Nashville.  Son,  Douglas,  runs  company; 
daughter,  Carole,  award-winning  the- 
atrical producer.  Big  Democratic  Party 
supporter. 


His  93  properties 
make  Carl  Berg  a 
big  man  on  Silicon 
Valley  campuses. 


■ad 


Alexander  Spanos 

$870  MILLION 
Construction.  Stockton,  Calif. 
78.  Married,  4  children 

DROPPED  OUT  OF  COLLEGE  FOR  S40-A- 
week  baker's  job  in  Greek  immigrant  fa- 
ther's cafe.  Left  to  start  catering  business; 
sold  sandwiches  to  migrant  workers. 
Began  building  apartments  1960;  today 
owns  3,700  units  in  southern  California. 
Owner  pro  football's  San  Diego  Charg- 
ers; big  Republican  Party  contributor. 

Sheldon  Henry 
Solow 

$850  MILLION 

Real  estate.  New  York  City. 

Married,  2  sons 

SMALL-TIME  BUILDER  IN  1972,  RISKED 
all  on  1.5-million-square-foot  Manhattan 
skyscraper  with  Central  Park  views.  Bet 
paid  off:  9  West  57th  Street  remains  one  of 


FOLLOW  THE  NUMBERS 

At  least  279  members  of 
The  Forbes  400  received  a 
college  degree.  Their  average 
net  worth:  $2.2  billion 

Manhattan's  most  valuable  property 
With  partners  plans  to  develop  9-acre  E; 
Side  Manhattan  plot  being  sold  by  pow 
company,  but  state  officials  have  yet  to  a 
prove  sale.  Private  art  collection  incluc 
Botticelli,  modern  masters. 

Eddie  DeBartolo  Ji 

$800  MILLION 
Shopping  centers.  Tampa,  Fla. 
54.  Married,  3  daughters 

BACK  ON  TRACK  AFTER  SETTLING  FEl 
with  sister  Denise  DeBartolo  York.  Ga 
up  pro  football's  San  Francisco  49e: 
rights  to  deceased  father  Edwa 
DeBartolo  Sr.'s  name,  but  kept  dac 
Simon  Properly  stock,  now  worth  $6 
million. 

Neil  Bluhm 

$800  MILLION 

Real  estate.  Chicago. 
63.  Divorced,  3  children 

WINDY  CITY  DEVELOPER  UNSUCCES 
fully  trying  to  revamp  long-vacant  bio 
in  his  hometown.  Has  had  setbacks  b 
fore:  during  the  1990s,  when  his  JMB  R 
alty  was  hammered  by  real  estate  bu. 
Things  better  now:  got  nice  premium  f 
stake  in  Urban  Shopping  Centers  RE 
from  Dutch  property  group  Rodam< 
last  year. 
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The  Aficio®  line  of  high 
volume  copy/print  systems. 
From  Ricoh.  With  speeds 
up  to  105  ppm.  Capacity 
up  to  7,550  sheets  online 
from  six  sources.  Plus, 
Ricoh's  Connect  Copy/Print 
option  links  two  systems 
for  up  to  210  ppm.  Or 
cluster-print  up  to  1,260 
ppm.  It's  all  about  the 
output  Contact  us  for  a 
DEPENDABLE  DIGITAL 
high  volume  demo. 


We're  in  your  cornet. 

Image  Communication 
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Alfred  Taubman 

$770  MILLION 
Real  estate.  Bloomfield  Hills,  Mich. 
76.  Divorced,  remarried; 
3  children 

LARGEST  SHAREHOLDER  AND  FORMER 
chairman  of  Sotheby's  auction  house 
indicted  this  year  on  charges  he  con- 
spired to  set  identical  commission 
rates  with  rival  house  Christie's.  Taub- 
man denies  involvement;  trial  to  start 
in  October.  University  of  Michigan 
dropout  built  shopping  center  empire, 
took  public  via  REIT  1992.  This  year 
building  3  malls  in  Florida,  1  in  Texas. 
Serious  art  collector.  Dyslexic  as  child. 
Turned  $5,000  loan  (1950)  into  a  for- 
tune building  strip  malls  and  shopping 
centers.  Taubman  Centers  public  offer- 
ing kicked  off  1990s  REIT  boom. 
Bought  Sotheby's  in  1983  and  took 


public  in  1988.  Invested  in  Russian-lan- 
guage daily  newspaper  Versia. 

Guilford  Glazer 

$750  MILLION 
Real  estate.  Beverly  Hills.  Calif. 
80.  Divorced,  remarried; 
2  children 

SON  OF  KNOXVILLE,  TENN.  OWNER  OF 
welding  shop.  Started  real  estate  career 
building  apartment  for  widowed  mother. 
Built  Oak  Ridge  shopping  center  in  1950; 
sold  for  $45  million.  Moved  to  Los  Ange- 
les 1960.  Built  3-million-square-foot  Del 
Amo  shopping  mall  1971.  Also  develop- 
ments in  Atlanta,  Pittsburgh.  Officially 
"retired,"  but  active  in  Jewish  causes. 


Leonard  Stern  soaks  up  glitz  from 
his  Manhattan  hotels  and  money  from 
less  glamorous  New  Jersey  real  esate. 


Melvin  Simon 

$710  MILLION 
Malls.  Indianapolis;  Manalapan,  Fla. 
74.  Divorced,  remarried; 
5  children 

WITH  YOUNGER  BROTHER  HEP 
Nleshuggener  Mel"  made  fortune  dc 
ting  Midwest  with  unpretentious  sho 
ping  malls.  Today  Simon  Properti 
owns  or  operates  250  malls  nationwic 
Sales:  $2  billion.  Also  with  Herb  flirt 
with  Hollywood  1970s,  producing  tee 
romp  hit  Porky's.  Expansion  plans  f 
massive  Mall  of  America  in  Minneapo 
hampered  by  original  developer,  wh< 
suing  over  brothers'  increased  mall  stal 
Other  legal  headaches:  songwriter  Bi 
Bacharach  suing  after  taking  tumble 
arena  operated  by  Simon  Properties.  C 

Robert  Congel 

$700  MILLION 

Shopping  centers.  Fayetteville,  N  Y. 

66.  Married,  5  children 

SHOPPING  MALL  MAGNATE  SHELVI 
plans  to  turn  his  closely  held  Pyram 
Management  Group  into  real  estate  i 
vestment  trust  in  1998.  Now  plans 
build  biggest  mall  in  America  near  Syr 
cuse,  N.Y.  Avid  hunter,  owns  28,00 
square-foot  lodge  on  5,000-acre  plot 
central  New  York:  home  to  elk,  wild  be 
and  deer,  including  4  endangered  Pe 
David's  Sika  imported  from  China. 

Grover  Connell 

$675  MILLION 

Real  estate,  equipment  leasing. 

Westfield,  N.J. 

83.  Married,  3  children 

AFTER  WWII  NAVY  STINT,  TOOK  OV1 
family's  Connell  Rice  &  Sugar  195 
built  into  nation's  largest  independe 
broker/trader  of  rice  and  sugar.  E 
panded  into  heavy-equipment  leasin 
today  nearly  S2  billion  in  assets.  Al 
commercial  development  on  prin 
170-acre  tract  along  Route  78 
New  Jersey. 
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It  all , 

started 

when  it  occurred 

to  us  that  the  right  to  match  the 

market's  performance  ought  to  belong  to  everyone. 

On  August  31,  1976,  Vanguard  established  the  first  index  fund  for  individual 
investors.  For  some,  we  were  walking  on  hallowed  ground.  The  ability  to  index, 
with  its  inherent  benefits,  had  always  been  reserved  for  the  big  institutions. 

Yet  the  facts  were  never  clearer.  With  the  majority  of  mutual 
funds  consistently  failing  to  keep  up  with  the  market's  overall 
performance*  an  index  fund  for  individuals,  that  by  its  very 
nature  would  keep  pace,  was  overdue.  And  just  like  that, 
the  world  found  itself  investing  in  a  new  way  of  investing. 

25  years  later,  we're  still  looking  out  for  the  individual  investor, 
with  expense  ratios  that  are  among  the  lowest  in  the  industry 
and  the  broadest  selection  of  index  funds  available  anywhere. 

So,  if  you'd  like  to  find  out 
more  about  how  a  disciplined 
long-term  approach  to  investing 
can  work  for  you,  call  us  or  visit 
our  website.  It  could  change 
the  way  you  look  at  the  future. 


1  800  682-9998 

www.vanguard.com 


iased  on  the  performance  of  the  Wilshire  5000®  Total  Market  Index 
ver  a  20-year  period  ended  12/31/2000.  "Source:  Upper  Inc. 
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guard  funds  are  offered  by  prospectus  only.  Prospectuses  contain  more  complete  information  on  risks,  distribution  charges,  and  other  expenses  and  should 
ead  carefully  before  you  invest.  Call  to  obtain  a  prospectus.  ©  2001  The  Vanguard  Group,  Inc.  All  rights  reserved.  Vanguard  Marketing  Corporation,  Distributor. 
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Craig  McCaw 

$2.7  BILLION 
Telephony.  Seattle. 
52.  Divorced,  remarried; 
2  children 

TELECOM  MAVERICK'S  WEALTH  IS  DOWN 
65%  in  the  last  year,  but  sanguine  about 
that  sort  of  thing:  "Losing  money  isn't  the 
thing  I  mind  as  much  as  giving  up  on 
companies.  It's  a  game  to  see  how  much 
you  can  do."  Inherited  father's  troubled 
radio  and  cable  holdings  1969,  sold  cable 
for  $790  million  1987.  Built  nationwide 
cellular  network,  crushing  debts  forced 
him  to  sell  to  AT&T  for  $1 1.5  billion  in 
1993.  Now  spreading  wireless  wealth 
among  his  Nextel  companies  and  risky 
satellite-based  "Internet  in  the  Sky"  ven- 
ture. With  help  from  fellow  Seattle  techie 
Paul  Allen,  creating  a  yachting  syndicate  in 
hopes  of  winning  America's  Cup. 

Irwin  M.  Jacobs 

$1.6  BILLION 
Qualcomm.  San  Diego. 
68.  Married,  4  children 

Neil  Kadisha 

$690  MILLION 

NRA/  Qualcomm.  Beverly  Hills,  Calif. 

NtVV  46.  Married,  3  children 

Andrew  Viterbi 

$640  MILLION 
Qualcomm.  La  Jolla,  Calif. 
66.  Married,  3  children 

.!jrw  CELL  STARS.  FORMER  COMPUTER 
science  professor  professor,  Jacobs 


runs  Qualcomm,  phone  giant  he  started 
1985  after  "retiring"  from  telecom  equip- 
ment manufacturer.  Grew  rapidly  thanks 
to  key  technology,  code  division  multiple 
access.  Stock  on  a  roller-coaster  ride  amid 
plans  for  expansion  in  China,  licensing 
agreement  with  Nokia,  aborted  spinoff  of 
a  chipmaking  division  followed  by  a  man- 
agement shakeup  in  July.  Viterbi:  Italian- 
born,  former  UCLA  professor,  was  devel- 
oper of  Qualcomm's  key  patents  and 
longtime  chief  technology  officer. 
Kadisha:  cofounded  satellite-communi- 
cations company  Omninet;  merged  with 
Qualcomm.  Runs  broadband  provider 
Switchpoint;  also  stakes  in  wireless,  aero- 
space, plastics. 

Kenny  A.  Troutt 

$1.4  BILLION 
Excel  Communications.  Dallas. 
53.  Divorced,  remarried; 
3  children 

RAISED  IN  ILLINOIS  HOUSING  PROJECT, 
he  sold  insurance  to  pay  for  college;  by 
senior  year  was  company's  top  salesman. 
Worked  in  construction,  oil,  telecom. 
Founded  Excel  1988  as  Avon-like  multi- 
level organization.  Independent  reps  sell 
long-distance  phone  service,  recruit  new 
blood.  Teleglobe  bought  Excel  1998, 
merged  with  Canadian  telecommunica- 
tions and  media  giant  BCE  in  2000. 

Walter  Scott  Jr. 

$1.2  BILLION 

Construction,  telephony.  Omaha,  Neb. 
70.  Widowed,  remarried; 
6  children 

STARTED  OUT  MOVING  DIRT,  NOW 


transmitting  bytes.  Earned  civil  en 
neering  degree  at  Colorado  State 
worked  with  father  at  Omaha  constn 
tion  firm  Peter  Kiewit  Sons';  took  o 
1979.  With  Donald  Sturm  (se 
branched  into  telecommunications  w 
MFS  Communications,  sold  to  Wor 
com  for  $15.4  billion  in  1996.  Chairm 
emeritus  at  Kiewit,  also  chairman 
telecommunications  outfit  Level  3. 

Mary  Anselmo 

$1  BILLION 

PanAmSat.  Greenwich,  Conn. 
72.  Widowed,  3  children 

INHERITED  FORTUNE  1995  FROM  HI 
band,  Reynold,  who  died  two  days  bef< 
his  PanAmSat  went  public.  Satellite  e 
pire  from  his  friendship  with  Emilio  I 
carraga  Milmo,  Televisa  media  h( 
Hubby  helped  start  Televisa's  U.S.  n 
work  1963.  Started  PanAmSat,  natio 
first  privately  held  communications  bi 
Mary  holds  8%,  GM  now  controls.  Le; 
quiet  life  in  Connecticut. 

Bruce  McCaw 

$1  BILLION 

Telephony,  Seattle. 

54.  Married,  2  children 

Keith  McCaw 

$1  BILLION 

Telephony.  Seattle. 

47.  Married,  2  children 


Second  thoughts  are  sometimes  best: 
Irwin  Jacobs  retired  in  1985,  then 
launched  Qualcomm  a  few  months  later 
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NearMsses 


James  Stowers  Jr. 

$590  MILLION 

Mutual  funds.  Kansas  City,  Mo. 

77.  Married,  4  children 

CANCER  SURVIVOR  GAVE  MORE  THAN 
$1  billion  this  year  to  his  eponymous 
cancer  research  center  in  Kansas  City. 
WWII  fighter  pilot  started  mutual  fund 
company  1958  with  $100,000;  developed 
computer  model  1973.  American  Cen- 
tury Investments,  run  with  son  James  III, 
now  manages  $93  billion. 

Peter  Sperling 

$590  MILLION 
Apollo  Group.  Phoenix. 
41.  Married,  2  children 

John  Sperling 

$590  MILLION 

Apollo  Group.  Phoenix. 

80.  Twice  divorced,  I  child 

FATHER  AND  SON.  DAD  TAUGHT  AT  SAN 
Jose  State  University,  noticed  lots  of 
adults  at  school  finishing  never-com- 
pleted degrees.  Started  University  of 
Phoenix,  for-profit  higher  education  out- 
fit. Now  schools  1 17,000  students  at  160 
locations.  John  recently  stepped  out  of 
chief  executive  slot;  remains  chairman. 
Peter  is  treasurer. 

John  McCaw  Jr. 

$965  BILLION 
Telephony,  Seattle. 
50.  Married,  4  children 

THREE  SONS  OF  JOHN  ELROY  MCCAW 
(d.  1969),  rugged  radio,  cable  TV  pio- 
neer in  Northwest.  Left  family  with  tan- 
gle of  mortgaged  properties.  Older 
brother  Craig  (see)  turned  ailing  busi- 
ness into  a  cellular  empire.  Made  their 
fortunes  from  the  $1 1.5  billion  sale  of 
McCaw  Cellular  to  AT&T  in  1993.  They 


With  InfoSpace  stock  lost  in  cyberspace, 
Naveen  Jain's  betting  on  communications. 

Robert  Pamplin  Jr. 

$575  MILLION 
Textiles.  Lake  Oswego,  Ore. 
60.  Married,  2  daughters 

FATHER  WAS  RAISED  PENNILESS,  MOTHER 
made  his  clothes  from  sugar  sacks.  Rose 
to  CEO  of  Georgia-Pacific;  retired, 
bought  Ross  Island  Sand  &  Gravel.  Today 
Jr.  runs  R.B.  Pamplin:  17  textile  mills, 
$890  million  sales.  Ordained  minister, 
author  of  1 3  books. 

hold  stakes  in  Craig's  Nextel,  but  each 
has  his  own  interests  to  pursue.  Adren- 
aline-junkie Bruce  is  an  avid  flyer;  co 
founded  Horizon  Air,  bought  by  Alaska 
Air  in  1986.  Later  formed  auto-racing 
syndicate  PacWest  Racing.  John  co- 
founded  private  equity  investment  firm 
Orca  Bay  Partners,  runs  Orca  Bay 
Sports  &  Entertainment,  which  owns 
Vancouver's  Canucks  pro  hockey  team. 
Keith  invested  in  Seattle's  Tully's  Cof- 
fee, ski  resorts  through  his  partnership 
with  Harbor  Properties. 


Mary  E.  West 

$570  MILLION 
Telemarketing,  Omaha,  Neb. 
55,  Married. 

Gary  L.  West 

$570  MILLION 
Telemarketing,  Omaha,  Neb. 
55,  Married. 

HUSBAND  AND  WIFE  DUO,  TELEM^ 
keting  pioneers.  Own  70%  of  W 
Corp.,  nation's  largest  phone  solicil 
Mary  started  telemarketing  in  197 
founding  Mardex  Corp.  Formed  W/ 
Marketing  with  Gary  1978,  both  worl 
120-hour  weeks.  "We  gave  up  on  hav 
a  family  for  business."  Sold  1980,  stai 
on  until  formed  West  Corp.  1 986. 

Naveen  Jain 

$525  MILLION 
InfoSpace.  Medina,  Wash. 
42.  Married,  3  children 

INDIAN  IMMIGRANT  SPENT  7  YEARS  WI 
Microsoft,  left  1996  to  start  InfoSpa 
supplier  of  Internet  content  for  sites  1 
AOL,  Lycos  and  Microsoft's  MSN.  B 
ting  future  on  wireless,  but  present  m 
uncertain:  InfoSpace  stock  down  96% 
past  year.  Recently  bought  small  stake 
pro  basketball's  Seatde  SuperSonics. 

Donald  Sturm 

$900  MILLION 
Telecom,  banks.  Denver. 
69.  Married,  4  children 

BROOKLYN  NATIVE  STARTED  AS  IRS  1 
attorney,  then  joined  construction  fi 
Peter  Kiewit  Sons'.  Moved  up  rar 
guided  company  into  telecom  with  N 
Communications;  later  sold  to  Woi 
com.  Other  big  holding,  Level  3,  do 
more  than  95%  in  last  year.  Good  thin£ 
also  owns  real  estate,  banks,  airlines. 


2!8     FORBES"  October  8,  2001 


Meet 

Punxsutawney 

Pontrelli 


jjWell,  well.  well.  The  omniscient  groundhog 
|  finally  met  its  match. 
It's  our  very  own  "Seer  of  Seers,  Sage  of 
jjes,  Prognosticator  of  Prognosticators." 
ijvlike  Pontrelli. 

Jpur  Clairvoyant  of  Climates  knows  that 
'•success  of  buying  and  selling  wholesale 
'•tricky  and  natural  gas  depends  on  the 
11  perature.  And  that  the  demands  for 
H'er  do  fluctuate  based  on  just  how  hot  or 
,111  it  is  outside.  of  building  several  power  plants  where  they're 

rle's  also  aware  that  having  early,  accurate       needed,  when  they're  needed.  In  Washington, 

|  astute  weather  forecasts  gives  PPL  Arizona,  Connecticut,  Pennsylvania, 

U;nificant  advantage  in  the  stormy  a  t 

tricky  marketplace  llOW  Onthe-Spot  forecasts 

o  Mike  Pontrelli  vigilantly 

|<s  climatic  patterns  and  then 

I'l/ers  his  weather  reports  before  the  market 


Mike  Pontrelli.  PPL  Meteorologist 

It's  no  wonder  that  we've  never  lost 
sight  of  our  commitment. 

We  deliver  on  our  power.  We  deliver 
on  our  promises. 

No  matter  which  way  the  wind  is 
blowing. 

uww.pplweb.com 


s  trading  at  7  a.m.  And  he  delivers 
i  straight  to  the  PPL  traders,  who  now 
letermine  how  much  demand  is  anticipated, 
much  electricity  we  need  to  supply  and 
re  to  sell  or  buy  it. 

because  we  believe  in  being  ready  to  power 
t  a  kilowatt's  notice,  we're  in  the  process 

Cap.  2001  All  rights  reserved. 


and  on-the-trading  floor  decisions 

get  pOWer  to  where 
it's  needed  most. 


New  York  and  Illinois,  to  be  precise. 

Today,  the  company  that  began  as  a  local 
energy  provider  for  eastern  and  central 
Pennsylvania  has  burgeoned  into  one  of  the 
nation's  leading  marketers  of  electricity  in  42 
states  and  Canada. 


Helping 
build 
a  smaller, 
wiser 
world™ 


THE  FORBES  400 


Marvin  Davis 

$4.5  BILLION 

Oil,  real  estate.  Beverly  Hills. 

76.  Married,  5  children 

THE  ORIGINAL  "MR.  WILDCATTER," 
Davis  claims  last  year's  surge  in  oil  and 
gas  prices  was  like  printing  money: 
"Anything  you  found  was  worth  a  for- 
tune." Claims  to  have  found  6  oil,  gas 
fields  this  year;  Davis  Petroleum  re- 
opened Colorado  office  to  explore 
Rockies  for  natural  gas  this  year.  In 
and  out  of  real  estate:  last  year  sold  Los 
Angeles'  Fox  Plaza  for  $350  million; 
this  year  paid  $239  million  for  Chicago 
skyscraper.  Best  known  for  flurry  of 
deals  in  the  1980s:  bought  and  sold 
Twentieth  Century  Fox;  also  Beverly 
Hills  Hotel,  Aspen  Ski  Corp.,  Pebble 
Beach  resort. 

Lee  Bass 

$3.3  BILLION 

Oil,  investments.  Fort  Worth,  Tex. 

45.  Married 

Sid  Bass 

$3  BILLION 

Oil,  investments.  Fort  Worth,  Tex. 
58.  Divorced,  remarried; 
2  children 

Perry  Bass 

$1.3  BILLION 

investments.  Fort  Worth,  Tex. 
86.  Married,  4  sons 


brother  Robert  to  break  from  family 
1983.  "Bass  brothers"  brought  in  Rich;i 
Rainwater  (see)  as  money  manager 
1970.  Bought  large  Disney  stake  in  19 
to  fend  off  hostile  takeover;  still  own  I 
stake.  Also  stakes  in  Human  Genome  S 
ences,  British  broadband  concern  N" 
Industries  and  Hawthorn  Financi 


Edward  Bass 

$1  BILLION 

Oil,  investments.  Fort  Worth,  Tex. 
56.  Married,  3  sons 

FATHER  PERRY  BUILT  INVESTMENT  EM- 
pire  on  oil  fortune  inherited  from  uncle 
Sid  Richardson  (d.  1951).  Handed  over 
business  to  son  Sid  in  1968,  prompting  i  Other  investments  not  as  healthy:  W; 

ThngarVvVd 

By  Victoria  Murphy 

In  the  mid-1980s,  while  oil  was  cheap  and  most  drillers  were  pulling  out  of  the  Gulf  of  Me 
ico,  Selim  Zilkha  started  stocking  up  on  Gulf  leases.  Two  years  ago,  when  oil  prices  we 
starting  to  rise,  Zilkha  sold  out,  trading  his  Zilkha  Energy  Co.  for  what  is  now  a  $660  millic 
stake  in  El  Paso  Corp. 

His  next  play  is  just  as  contrarian.  He's  placing  a  $110  million  bet  on  a  notorious  mom 
pit:  wind  farms. 

"It's  a  feel-good  thing,"  says  the  elder  Zilkha.  "We  can  afford  to  do  it,  so  why  not?"  Tha' 
disingenuous,  of  course.  The  74-year-old  didn't  earn  a  spot  on  The  Forbes  400  by  indulgii 
$100  million  feel-good  impulses.  Zilkha  wants  to  make  money  with  wind— and  with  the  he 
of  the  federal  government  and  bigger  energy  companies. 

Last  year,  along  with  his  son  Michael,  Zilkha  bought  a  Houston-based  wind  energy  cor 
pany,  now  called  Zilkha  Renewable  Energy,  for  $6  million.  Now  the  two  men  plan  on  inves 
ing  an  additional  $100  million  building  106  wind  turbines  in  rural  Pennsylvania  and  low 
The  turbines  should  generate  about  300  million  kilowatt-hours  per  year,  enough  power 
light  up  to  50,000  homes. 

But  generating  electricity  alone  won't  make.money  for  the  pair.  The  plan:  Sell  the  tu 
bines  to  a  bigger  player,  who  will  want  the  windmills  not  for  their  power  capacity,  but  f 
the  tax  credits  they  generate— 1.7  cents  per  kilowatt-hour.  The  credits  are  good  for 
years:  when  they  expire,  Zilkha  plans  on  buying  back  perhaps  half  of  the  windmills  f 
a  nominal  fee.  "Without  the  credit,  the  economics  don't  work  for  us,"  says  Michael,  a  4 
year-old  former  record  producer.  He  oversees  the  energy  company  in  Houston  but  r 
ports  daily  to  his  father  in  Bel  Air.  Calif.  It  will  take  a  while  to  see  if  there's  any  econor 
ics  at  all:  The  two  men  haven't  struck  any  deals  with  buyers  yet. 

No  matter,  says  Selim.  He's  taking  a  long-term  view.  "We  will  make  money,"  he  later  £ 
lows.  "I  don't  know  if  it  will  be  me.  It  could  be  my  son  or  my  grandkids." 
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naco,  Globalstar.  Parted  ways  with  long-  j 
time  money  manager  Tommy  Taylor  in 
1999  after  ill-fated  investments  in  Cana-  | 
dian  companies  like  Loewen  Group  and 
Moore  Corp.  Family  behind  Fort  Worth's 
urban-renewal  project  Sundance  Square. 

Charles  Koch 

$3.2  BILLION 
Oil.  Wichita,  Kans. 
65.  Married,  2  children 

David  Koch 

$3.2  BILLION 
Oil.  New  York  City. 
61.  Married,  2  children 


BROTHERS.  SONS  OF  KOCH  INDUSTRIES 
founder  Fred  Koch,  who  cofounded 
Koch  Fngincering  Co.  in  1925.  Sons  in- 
herited holdings  after  father's  death, 
today  run  $35  billion  (sales)  oil,  pipeline 
and  refinery  business.  Buried  the  hatchet 
this  year  with  estranged  and  litigious 
brother  Bill  (see),  who  accused  them  in 
court  of  shortchanging  him  in  1983 
buyout  and  of  stealing  oil  from  federal 
lands.  This  year  formed  $1  billion  joint 
venture  with  New  Orleans-based  En- 
tergy Corp.  to  market  and  trade  power 
and  petroleum.  U.S.  Justice  Dept.  settled 
charges  against  Koch  Industries  stem- 
ming from  a  1995  benzene  spill  at  a  Cor- 
pus Christi,  Tex.  refinery;  Koch  agreed  to 
pay  $20  million  in  fines. 


Chase  Manhattan,  we 
hardly  knew  ye... 


Robert  Muse  Bas: 

$2.6  BILLION 
Oil,  investments.  Fort  Worth,  Tex. 
53.  Married,  2  children 

THIRD  SON  OF  FORT  WORTH  OILM 
Perry  Bass.  Pursued  own  investment 
reer  after  father  passed  reins  to  oh 
brother  Sid.  Showed  perfect  timing  t 
year  with  scattered  investments  in  oil  <i 
gas,  selling  big  stakes  in  San  Juan  Ba 
and  Mesa  Royalty  Trusts  as  share  pri 
peaked.  Other  investments:  Bell  &  H< 
ell,  Lone  Star  Technologies,  Washingl 
Mutual,  Meristar  Hotels  &  Resorts.  A 
regional  cable  company  WideOpenWi 
Yale  grad  a  historic  preservationist, 
united  with  brothers  on  downtown  F 
Worth  revitalization  project. 

David  Rockefellers 

$2.5  BILLION 
fa  Inheritance.  New  York  City. 
■  86.  Widower,  6  children 

Laurance 
Rockefeller 

$1.5  BILLION 
Inheritance.  New  York  City. 
91.  Widower,  4  children 

Winthrop 
Rockefeller 

$1.2  BILLION 
Inheritance.  Morrilton,  Ark. 
53.  Divorced,  remarried; 
7  children 

GRANDSONS  AND  GREAT-GRANDSON 
John  D.  Rockefeller,  accounting  clerk  a 
grain  merchant  who  made  a  $4,000 
vestment  in  oil  in  1862.  Seven  years  lal 
Standard  Oil.  Controlled  90%  of  U.S. 
business  until  groundbreaking  antitrj 


A  titan  of  finance  and  foreign  affairs, 
David  Rockefeller  in  the  autumn  of 
his  life  is  a  conservationist  like  his  brothei 
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Happy  Returns 

By  Mark  Tatge 

Just  when  you  thought  you'd  heard  the  last  of  Nelson  Bunker 
Hunt,  75,  up  he  pops  again.  What  else  can  you  expect  from  a  Texas 
oilman  who  tried  to  corner  the  world's  supply  of  silver  in  1979-80 
with  his  brother  William  Herbert  Hunt,  72,  and  lost  nearly  $2  bil- 
lion? Bunker  filed  for  personal  bankruptcy  in  1988  and  was  all  but 
forgotten  until  he  started  showing  up  recently  at  the  Lone  Star 
Park,  a  Dallas  racetrack.  "I  just  happened  to  go  to  a  horse  sale  a 
couple  years  ago,  and  I  guess  the  bug  bit  me  [again],"  he  says. 

It  must  have  been  a  large  microbe.  Though  he  dropped  off  The 
Forbes  400  in  1987,  Bunker  has  spent  $2.5  million  for  80  horses 
during  the  past  two  years.  Mostly  yearlings,  these  beasts  are  scat- 
tered at  racetracks  stretching  from  Saratoga  Springs,  N.Y.  to  San 
Diego.  "Bunker  loves  the  game,"  says  horse  trainer  Ronald 
McAnally,  who  keeps  6  of  Hunt's  horses,  including  a  4-year-old 
South  American  Thoroughbred  named  Penamacor,  who  won  a 
$75,000  purse  in  mid-August. 

Still,  nothing  like  Bunker's  glory  days.  In  the  late  1980s  nearly 
600  horses  boarded  at  his  stables.  A  3-time  winner  of  the  Eclipse 
Champion  Breeder  Award,  Bunker  once  owned  such  champions 
as  Vaguely  Noble,  Trillion,  Dahlia,  Youth  and  Glorious  Song.  But 
debts  related  to  his  silver-buying  spree  forced  him  to  sell  his  hold- 
ings, along  with  his  lavish  Blue  Grass  Farm  in  Lexington,  Ky., 
which  was  liquidated  by  the  bankruptcy  trustee.  "Exceller  and 
Dahlia  were  my  favorites,"  Bunker  says.  Perhaps  because,  like  his 
owner,  Exceller  didn't  give  up  easily.  He  came  from  behind  to  upset 
Triple  Crown  winners  Seattle  Slew  and  Affirmed  in  1978,  earning 
him  the  Jockey  Club  Gold  Cup  Stakes  at  Belmont  Park. 

Bunker's  recent  horse-trading  coincides  with  a  change  in  his 
tax  status.  He  left  bankruptcy  in  1989  with  a  net  worth  of  $5  mil- 
lion to  $10  million,  still  owing  the  Internal  Revenue  Service  more 
than  $90  million  to  be  repaid  over  15  years.  Most  of  his  income  is 
from  a  trust  his  father,  H.L.  Hunt,  set  up  in  1935  when  he  trans- 
ferred much  of  his  oil  fortune  to  trusts  created  for  the  6  children 
of  his  first  marriage.  Bunker's  trust  holds  real  estate,  securities 


A  smart  buyer— not  of  silver,  but  of  Thoroughbreds:  Bunker  Hunt 

and  the  assets  that  make  up  Hunt  Exploration  Mining  Co.,  ci 
rently  valued  at  an  estimated  $200  million. 

The  trust  is  holding  up  a  little  better  since  Bunker  stopp 
paying  the  IRS  70%  of  his  income.  That  ceased  last  year,  when  1 
definition  of  what  earnings  the  IRS  could  garnish  changed  unc 
the  provisions  of  the  bankruptcy  settlement.  The  income  Bunk 
now  receives  beyond  what  his  trust  pays  him  is  for  the  most  p 
off-limits  to  Uncle  Sam.  And  some  of  that  is  going  into  4  legs.  H 
tiesburg,  a  3-year-old  he  bought  for  $20,000  in  July  1999,  h 
won  $357,000.  Asked  about  it,  Hunt  says,  "I  don't  really  km 
anything.  I  am  just  trying  to  win  a  few  races." 


breakup  in  191 1.  Son  John  Jr.  moved  fam- 
ily money  into  diversified  investments, 
philanthropy;  built  Rockefeller  Center  (see 
p.  210.)  David  and  Laurance  guided  most 
of  the  family's  investments  in  their  gen- 
eral ion:  Eastern  Air  Lines,  McDonnell 
Douglas,  Apple  Computer,  real  estate, 
venture  capital.  David  led  Chase  Bank 
through  international  expansion,  founded 
(he  Trilateral  Commission.  Laurance  do- 
nates family  land  to  national  parks. 
W  mthrop  continues  family's  long  record 


of  politics  and  public  service  as  lieutenant 
governor  of  Arkansas. 

George  Kaiser 

$2.4  BILLION 

Oil  &  gas,  banking,  real  estate.  Tulsa. 
59.  Married,  3  children 

TALK  ABOUT  TIMING:  THE  CONTRARIAN 
Oklahoman  pulled  back  on  oil  and  gas 
positions  just  before  commodity  prices 
fell;  shorted  derivatives,  sold  other  assets. 


Held  on  to  BOK  Financial:  lender's  stc 
up  100%  in  past  year.  Retirement-coi 
munity  real  estate  not  faring  as  well:  "T 
industry  is  overbuilt."  Founded  Tu 
Community  Foundation  in  1998.  Pk 
to  leave  bulk  of  estate  to  charity. 

Ray  Lee  Hunt 

$2.2  BILLION 

Inheritance,  oil,  real  estate.  Dallas. 
58.  Married,  5  children 
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ELDEST  CHILD  OF  SECOND  FAMILY  OF 
Texas  oil  magnate  H.L.  Hunt  lately  on 
the  move:  bought  Edmonton-based 
Chieftain  International  in  August  for 
$600  million,  two  natural  gas  fields 
from  Canadian  88  Corp.  for  $176  mil- 
lion. Other  operations  in  Gulf,  Yemen, 
Peru,  Togo. 

Gordon  Getty 

$2.1  BILLION 
Inheritance.  San  Francisco. 
64.  Married,  7  children 

SON  OF  OILMAN  J.  PAUL  GETTY  SR. 
(d.  1976)  indulging  a  passion  for  the  arts 
since  selling  Getty  Oil  to  Texaco  for  $10 
billion  in  1986.  Big  benefactor  of  L.A. 
Opera  and  L.A.  Philharmonic.  Graduate 
of  San  Francisco  Conservatory  of  Music, 
composes  own  operas,  but  cabernets  bot- 
tled at  his  Plumpjack  Winery  in  Napa 
Valley  get  better  reviews.  Still  makes  time 
for  some  business:  investment  adviser, 


major  stakeholder  in  San  Francisco-based 
mutual  fund  group  Forward  Funds. 

Richard  Rainwater 

$1.8  BILLION 

Investments.  Fort  Worth. 

57.  Divorced,  remarried;  3  children 

BETS  HE  PLACED  ON  OIL  AND  GAS  4 
years  ag  o  now  paying  off — oil  futures 
and  his  Pioneer  Natural  Resources  helped 
earn  him  $400  million  this  year.  Says  he 
plans  to  keep  money  in  petroleum  even 
though  prices  dropping,  but  last  year  re- 
duced his  stake  in  offshore  contract 
driller  Ensco.  Other  holdings  include 
Crescent  REIT,  which  pawned  off  $120 
million  in  Texas  office  space  to  General 
Electric  this  year.  Still  holds  an  estimated 
$400  million  stake  in  hospital  chain 


Fishin'  for  pipelines  and  power  plants.  For- 
mer Enron  president  Richard  Kinder 's 
net  worth  tops  old  pal  Ken  Lay's. 


HCA.  Stanford  M.B.A.  and  former  clas 
mate  of  Sid  Bass  got  start  managing  Ba 
family's  $50  million  portfolio  1970- 
made  his  name  with  large  Disney  invej 
ment  1984.  Broke  out  on  his  own,  an 
onto  Forbes  400,  in  1986. 

George  P.  Mitchell 

$1.6  BILLION 
Oil  &  gas.  Houston. 
82.  Married,  10  children 

TEXAS  WILDCATTER  AGREED  TO  SE] 
Mitchell  Energy  &  Development  in  A 
gust  to  surging  Devon  Energy  for  $3 
billion.  Mitchell's  take:  some  $730  m 
lion  and  9%  of  Devon.  Got  start 
Amoco  in  1940.  Army  stint;  found* 
own  oil  exploration  company  in  194 
Struck  gold  with  massive  gas  fields 
northern  Texas;  still  account  for  half 
Mitchell  Energy's  total  production.  Aid< 
hometown  of  Galveston  with  histor 
preservation,  new  hotels,  offices  an 
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"We  need  computers 
or  the  new  offices  by  next  week.' 

Translation:  We  need  a  miracle  by  next  week. 


i)  www.cdw.com 


00.778.4239 


At  CDW,  we  understand 

what  it  can  be  like 
for  your  IT  department. 


That's  why  we  offer  all  the  brand  name 
technology  solutions  you  might  need. 
Like  software,  PCs,  storage,  networking, 
telephony  and  more.  Plus,  all  the  services  to 
support  them.  You  name  it  and  we've  got  it. 


One-Stop  Solution:  From  systems 
software  to  networking,  no  matter 
what  you  need,  CDW  is  your  one- 
stop  solution.  In  a  flash,  we'll  get 
you  what  you  need,  and  get  it 
shipped  out  -  usually  the  same  day. 


Personal  Expertise:  CDW  assigns  an 
account  manager  and  a  team  of  product 
experts  to  your  business.  So  we  better 
understand  your  IT  needs  and  know 
how  to  make  your  day  a  little  easier. 


Reliable  Resource:  CDW  is  your  Direct 
Solutions  Provider^  delivering  com- 
puting solutions  at  competitive  prices 
Plus,  the  technical  expertise  to  suppoi 
every  purchase  and  the  backing  and 
reliability  of  a  Fortune  500*  company, 
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Built  for  Business 
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Marvin  Davis  has  flirted  with  Holly- 
wood, but  his  real  fortune  springs  from 
oil  and  gas  fields  in  the  Gulf  of  Mexico. 


Mardi  Gras  festival;  developing  real  es- 
tate on  North  Carolina's  Bald  Head  Is- 
land. Unmoved  by  recent  gas  price 
swings:  "We've  seen  it  up  and  down." 

Richard  D.  Kinder 

$1.5  BILLION 
Pipelines.  Houston. 
57.  Married,  I  child 

©VIETNAM  VF.T  ROSE  TO  PRESI- 
dency  of  Enron,  left  in  1996  to  start 
energy  outfit  Kinder  Morgan  with  college 
classmate  William  Morgan.  Bought 
Huron's  sluggish  liquid-gas  pipeline  op- 
erations; also  bulk  terminals,  power 
plants,  CO2  pipelines.  Today  Kinder  Mor- 
gan owns  or  operates  more  than  30,000 
miles  of  pipe.  Also  transports  2  million 
barrels  of  gasoline,  jet  fuel  and  petroleum 
products  a  day  via  Kinder  Morgan  Energy 
Partners.  Stock  up  180%  since  merging 


with  publicly  traded  KN  Energy  in  1999, 
but  Kinder  pays  himself  just  $1  a  year. 

Robert  McNair 

$1.5  BILLION 

Energy.  Houston. 

64.  Married,  4  children 

SELLING  COGEN  TECHNOLOGIES  TO 
Enron  for  $1.45  billion  made  him  rich, 
landing  football  expansion  team  for  Hous- 
ton made  him  hometown  hero.  Team 
doesn't  play  until  next  year,  already  80%  of 
the  suites  sold.  Other  passion:  horse  rac- 
ing. Three-year-old  colt  Congaree  third  in 
this  year's  Kentucky  Derby  and  Preakness. 

Roger  Sant 

$1.3  BILLION 

AES  Corp.  Middleburg,  Va. 

70.  Married,  4  children 


Dennis  Bakke 

$1.2  BILLION 
AES  Corp.  Middleburg,  Va. 
55.  Married,  5  children 

PARTNERS  MET  WHILE  WORKING  FC 
Ford  Administration,  where  Sant  xz 
conservation  program  for  Federal  Ener| 
Administration.  Started  AES  198 
turned  it  into  the  world's  largest  pow 
company,  running  134  plants  from  Bra; 
to  Kazakhstan.  Sant  remains  chairma 
also  active  backer  of  World  Wildlife  Fun 
Bakke,  chief  executive  since  1994,  tou 
corporate  culture  of  social  responsibilil 
decentralized  management:  largest  de 
in  company's  history  made  by  a  2-yei 
employee  who  had  never  met  the  chi« 
Aggressive  growth  continues,  but  n< 
without  stumbles:  AES  found  a  way 
lose  money  in  the  California  power  b< 
nanza,  generating  environmental! 
wrath  over  Ugandan  dam  project. 

E.  Pierce  Marshall 

$1.3  BILLION 
Inheritance.  Dallas. 
62.  Married,  2  children 

SON  OF  LATE  OIL  BARON  J.  HO  WAR 
Marshall  finally  won  long-running  esta 
battle  against  split-second  stepmo 
Anna  Nicole  Smith.  Texas  judge  rul« 
neither  Smith  nor  brother  J.  Howard  1 
have  legitimate  claim  to  fortune.  B' 
Marshall's  lawyers  still  appealing  separa 
California  federal  bankruptcy  court  ru 
ing  that  awarded  Smith  $475  million.  VI 
hemently  disputes  FORBES'  estimation 
wealth. 

Marguerite  Harber 

$1.2  BILLION 
Inheritance.  Birmingham,  Ala. 
78.  Widowed,  3  children 

HUSBAND  JOHN  MURDOCH  HARBERT 
(d.  1995),  invested  $6,000  in  craps  wi] 
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nings  to  start  construction  business.  Suc- 
ceeded with  high-risk  ventures  (airports, 
Mideast  water  supply  systems).  Bought 
coal  reserves  in  Kentucky,  Tennessee 
1970s;  during  energy  crisis  sold  for  stake 
in  Amoco.  Son  Raymond  watches  for- 
tune, including  some  10  million  shares 
of  BP;  Marguerite  needlepoints,  hunts 
quail  and  turkey. 

Robert  Earl  Holding 

$1  BILLION 

Refining,  gas  stations,  resorts. 

Salt  Lake  City. 

74.  Married,  3  children 

CITING  CONFLICT  OF  INTEREST,  RE- 
SIGNED from  Olympics  organizing  com- 
mittee for  upcoming  winter  games  in 
Salt  Lake  City:  his  remote  Snowbasin  ski 
resort  still  set  to  host  downhill  ski 
events.  Spectators  may  camp  at  newly 
opened  Grand  America  hotel:  377 
rooms,  398  suites.  Also  owns  skiing 
mecca  Sun  Valley  Resort  in  Idaho.  Other 
holdings:  Sinclair  Oil,  gas  stations,  con- 
venience stores. 


With  oil  business  booming,  David 
Koch  and  wife  enjoy  the  high  life. 


400  BY  THE  NUMBERS 


At  least  15  members  of 
The  Forbes  400  have 
never  been  married. 


Max  Martin  Fisher  Selim  Zilkha 


$800  MILLION 
Investments.  Franklin,  Mich. 
93.  Widowed,  remarried; 
5  children 

NONAGENARIAN  INVESTOR  SHOWS  NO 
signs  of  slowing  down:  big  stakes  in 
Comerica,  Charter  One  up  this  year, 
but  Sotheby's  holding  is  down  follow- 
ing last  year's  price-fixing  scandal.  Got 
his  start  in  1930,  joining  father's  oil 
reclamation  business.  Moved  into  re- 
fineries, reaped  big  reward  selling  one 
to  Marathon  Oil  in  1959.  Big  Republi- 
can Party  backer. 

Anne  Getty 
Earhart 

$775  MILLION 
Inheritance.  Laguna  Beach,  Calif. 
49.  Married,  2  children 

Claire  Getty  Perry 

$775  MILLION 
Inheritance.  San  Francisco. 
47.  Married,  4  sons 

Caroline  Marie 


Getty 


$775  MILLION 
Inheritance.  San  Francisco. 
43.  Single 

LOW-PROFILE  SISTERS  AND  HEIRS  TO 
Getty  oil  fortune.  Daughters  of  George 
Getty  (d.  1973),  eldest  son  of  oilman  J. 
Paul  Getty  (d.  1976).  Each  inherited  $400 
million  when  stake  in  Getty  Oil  was  sold 
to  Texaco  in  1986. 


$700  MILLION 

Oil.  Bel  Air,  Calif. 

74.  Divorced,  2  children 

©FATHER  FORCED  TO  FLEE  BAGHDy> 
in  WWII,  forced  to  sell  Cain 
based  banks.  Selim  set  up  in  Londo 
Founded  Mothercare,  chain  of  mate 
nity  stores,  sold  1982.  Dabbled  in  te 
tiles,  sugar,  then  oil:  with  partn 
bought  42%  stake  in  Towner  Petr< 
leum  for  $28  million  in  1983;  filed  f« 
bankruptcy  a  year  later.  Revitalized,  r 
named  Zilkha  Energy,  accumulati 
leases  in  Gulf  of  Mexico.  Sold  to  Son 
in  1998  for  $1  billion;  year  later  becar 
largest  individual  shareholder  in 
Paso  Corp.  Now  placing  big  bets  c 
wind  farms  in  Pennsylvania  and  Io\ 
(see  p.  220). 

Frederick  Koch 

$650  MILLION 
Oil.  London. 
66.  Single 

William  Koch 

$650  MILLION 
Oil.  Palm  Beach,  Fla. 
61.  Divorced,  remarried; 
4  children,  2  stepchildren 

TWO  OF  4  BROTHERS  WHO  INHERITI 
oil-services  giant  Koch  Industries.  So 
stakes  to  siblings  Charles  and  David  (i 
both),  fought  for  years  after  feelii 
shortchanged.  William:  claims  fam: 
rifts  are  healed,  runs  Palm  Beach,  Fl; 
based  investment  company  Oxbc 
Corp.  Avid  yachtsman.  Older  broth 
Fred  low-key:  owns,  renovates  Eur 
pean  castles. 
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THE  BEST  WAY  TO  MANAGE 

AQIIDDIV  PHAIBU  IQ  Tfl 

KNOW  THE  DEMAND  CHAIN. 

A  supply  chain  is  built  around  demand.  And  because  demand  can  go  from  overwhelming  to 
underwhelming  in  minutes,  it  can  wreak  havoc.  That's  whv  the  mySAP'"  Suppl\  (  ham  Management 
solution  integrates  seamlessly  to  handle  the  hazards  of  supply  and  demand.  It  puts  customers  at  the 
center  of  a  networked  supply  chain,  helping  vou  anticipate  market  changes  and  lill  orders  laster.  It  also 
allows  tor  high  visibility,  so  vendors  and  suppliers  can  work  together  ellicicnth .  Which  makes  it  the 
only  collaborative  SCM  solution  that  can  turn  a  supply  chain  into  a  profit  center.  For  more  info, 
i. ill  800  872  1727  or  head  to  www.sap.com 

THE  BEST-RUN  E-BUSINESSES  RUN  SAP 


duPont 
REGISTRY 

A  Buyers  Gallery  of  Fine  Homes 


A  BUYERS  GALl 


duPont 

REGISTRY 


duPont  REGISTRY 

ATLANTA 


CATALOGUE 


c  m*-^-j^mj^, 


sale  at  a  newsstand  near  you.  Subscribe  by  calling  (800)  746-39 
Visit  our  Web  site:  www.dupontregistry.com 


for  Customer  Knowledge 


Ihe  Internet  is  influencing  more  and  more 
consumer  purchases.  Consumers  increasingly 
depend  on  the  Web  for  product  research, 
comparison  shopping,  referrals,  and  much 
more.  How  can  you  understand  and  gain 
control  over  this  increasingly  complex 
purchasing  process  and  drive  sales 
wherever  they  occur? 

Companies  in  the  know  are  turning  to 
comScore™  to  harness  the  power  of  the 
Internet  to  drive  both  online  and  offline 
sales.  Our  revolutionary  Customer 
Knowledge  Platform™  lets  you  understand, 
measure,  and  analyze  your  customers' 
buying  behavior  -  both  on  and  off  the  Web. 
With  this  superior  customer  knowledge  in 
hand,,  you  can  increase  sales,  reduce 
costs,  and  help  solidify  lifetime 
customer  relationships. 

.  '•'  \:?:^CmW'*<;  ■.. 

Its  no  wonder  that  comScore  is  the 
choice  of  over  200  global  leaders  in  such 
diverse  industries  as  financial  services, 
retail,  pharmaceuticals,  consumer 
products,  automotive,  travel, 
publishing,  and  more. 


,  the  comScore  logo,  and  Customer  Knowledge  Platform  are  trademarks  of  comScore  Networks,  Inc. 
trademarks  are  the  property  of  their  respective  owners. 


www.comscore.com 
703.438.2000 
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:orrest  Mars  Jr, 

9  BILLION 

andy.  McLean,  Va. 

0.  Married,  4  children 

lohn  Mars 

9  BILLION 

andy.  Arlington,  Va. 

5.  Married,  2  children 

lacqueline  Mars 

9  BILLION 

andy.  Bedminster,  N.J. 

2.  Twice  divorced,  3  children 

AlILDREN  OF  FORREST  MARS  SR.  (D. 
Ijp99),  intensely  secretive,  turned  parents' 
Hnall  confectionery  into  giant  Mars 
Hndy  empire:  Milky  Way,  Snickers, 
■■Musketeers,  M&Ms.  Also  Uncle  Ben's 
■Ice;  pet  food  (Whiskas,  Pedigree).  In 
ally  agreed  to  buy  premium  pet-food 
■laker  Royal  Canin  for  $730  million.  Nib 
■figs  remain  active  in  company. 

■Edgar  Bronfman  Sr. 

fflte.8  BILLION 

Iteagram  Co.  New  York  City. 

(N12.  Twice  divorced,  remarried; 

Pjjichildren 

■Id  ADIEU  TO  77-YEAR-OLD  family  BUSI- 
Uss,  sold  to  French  media,  utility  con- 
Ibmerate  Vivendi.  Family  biggest  share - 


kfter  Robert  Rich  Sr.  convinced 
offee  drinkers  to  fall  for  his  Coffee  Rich 
reamer  he  moved  into  frozen  foods. 


holder  there,  even  after  trading  in  $  1 . 1  bil- 
lion in  shares  this  year.  Father  left  Russia, 
founded  beverage  business  in  Montreal, 
peddled  booze  along  U.S./Canadian  bor- 
der during  Prohibition.  Edgar  Sr.  inher- 
ited U.S.  assets,  passed  company  on  to 
Edgar  Jr.  1994,  onetime  songwriter;  shed 
some  assets  (big  stake  in  DuPont,  Tropi- 
cana  juice  line)  to  get  entertainment  busi- 
ness (MCA/Universal,  Polygram).  Edgar 
Jr.  now  executive  vice  chairman,  Vivendi 
Universal.  Edgar  Sr.  also  on  board,  but  at- 
tends to  philanthropy.  Recipient,  Presi- 
dential Medal  of  Freedom  as  president  of 
World  Jewish  Congress,  member  of  U.S. 
Holocaust  Memorial  Council,  chairman 
ofHillel. 

John  Richard 
Simplot  &  family 

$3.5  BILLION 

Potatoes,  microchips.  Boise,  Idaho. 
92.  Divorced,  remarried; 
4  children  (I  deceased) 

EIGHTH-GRADE  DROPOUT  MADE  FIRST 
billion-dollar  fortune  in  potatoes,  sec- 
ond in  microchips.  Started  as  a  potato 
sorter,  saved  money  to  buy  hogs,  more 
potatoes.  Supplied  GIs  with  dehydrated 
spuds  WWII.  Patented  frozen  french 
fries  in  the  1950s,  became  a  major  sup- 
plier to  McDonald's.  Agriculture,  food 
processing  and  fertilizers  handled 
through  private  company  owned  by  his 
children.  Invested  early  in  chipmaker 
Micron  Technologies  and  remained  ac- 
tive in  management.  Lately  has  been  di- 
vesting, taking  less  active  role. 


William  Wrigley  Jr. 

$3.2  BILLION 

Lake  Forest,  III. 
38.  Married,  3  children 

NOW  THIS  IS  A  BUBBLE  STOCK.  SHARES 
of  his  4th-generation  gum  empire  are 
up  47%  in  the  last  year.  Bill  Jr.  took 
over  company  1999  after  father  died 
unexpectedly  while  recuperating  from 
fractured  hip  and  divorcing  third  wife. 
Settled  estate  battle,  reinvigorated 
company:  new  product  lines,  new 
blood  in  top  jobs.  "I  see  my  role  as  tak- 
ing a  late- 19th-century  company  and 
bringing  it  into  the  21st  century  with 
guns  blazing." 

Joan  Kroc 

$2.2  BILLION 

Inheritance.  Rancho  Santa  Fe,  Calif. 
73.  Widowed,  I  child 

WIDOW  AND  THIRD  WIFE  OF  MCDON- 
ald's  founder  Ray  Kroc  (d.  1984) 
prefers  low  profile,  but  philanthropic 
work  makes  that  difficult:  so  far  she's 
given  away  $250  million.  Met  Ray,  for- 
mer milk-shake-machine  salesman,  in 
St.  Paul,  Minn.  1956;  married  him  13 
years  later.  Inherited  sizable  stake  of 
burger  behemoth,  began  turning  Big 
Macs  into  big  gifts:  $100  million  to  var- 
ious Ronald  McDonald  charities,  $80 
million  to  Salvation  Army,  $25  million 
to  Peace  Institute  at  University  of  San 
Diego,  millions  more  to  social  health, 
humanitarian  causes.  Dubbed  "Angel 
of  Grand  Forks"  after  donations  to 
North  Dakota  flood  victims. 
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S.  Daniel  Abraham 

$1.8  BILLION 
Slim-Fast.  Palm  Beach,  Fla. 
77.  Married,  4  children 

FATTENED  BANK  ACCOUNT  WITH  DIET 
product.  After  WWII  Army  service, 
bought,  sold  Thompson  Medical  for 
$200  million  profit.  Then  Slim-Fast: 
drinkable  weight-loss  supplement.  Sold 
last  year  to  Unilever  for  $2.3  billion.  Big 
backer  of  Jewish  causes;  ardent  Demo- 
crat contributed  to  Hillary  Rodham  Clin- 
ton's New  York  senatorial  campaign. 

Charles  C.  Butt 

$1.8  BILLION 
Supermarkets.  San  Antonio. 
63.  Single 

SAN  ANTONIO-BASED  BUTT  CONTINUES 
expanding  his  H-E-B  grocery  chain  south 
of  the  border  with  recent  store-opening  in 
Tampico,  Mexico;  10  new  stores  in  last 
year.  Grandmother  opened  first  grocery 
store  in  1905  to  "keep  the  family  afloat." 
Butt  started  bagging  groceries  at  age  8, 
now  owns  285  stores  in  Texas  and  Mex- 
ico; close  to  $9  billion  in  sales.  Company 
donates  5%  of  pretax  profits  to  charity. 
Graduated  from  Wharton;  thesis  on  Mex- 
ican business  opportunities.  Avid  sailor, 
contributes  money  to  public  education. 


FOLLOW  THE  MONEY 


members  of 
The  Forbes  400  are 
self-made.  Their 
average  net  worth: 
2.3  billion 


FetSarriiay 

By  Susan  Meng 

First  there  was  designer  pef  food. 
Then  came  alligator  collars,  cashmere 
sweaters  and  herbal  shampoos.  Indul- 
gent pet  owners  go  to  extreme  lengths 
to  pamper  their  furry  companions. 
Which  explains  the  next  logical  step: 
legal  trusts  to  ensure  beloved  cats  and 
dogs  continue  to  receive  luxurious  at- 
tention after  their  owner's  death. 

Estate  planning  for  pets  has  been 
popular  with  celebrities  for  decades. 
Doris  Duke  left  $100,000  to  her  dog. 
A  provision  in  singer  Dusty  Spring- 
field's will  specified  that  her  cat 
should  be  fed  only  imported  baby 
food.  But  a  new  bill  introduced  in 
Congress  by  Representative  Earl  Blu- 
menauer  (D-Ore.)  would  recognize 
pets  as  legal  beneficiaries  and  autho- 
rize charitable  trusts  for  pets,  mean- 
ing the  trusts  can  be  used  for  income 
and  estate  tax  deductions. 

That  would  be  a  windfall  for  Mel- 
rose, N.Y.-based  Pet  Estates,  a  retire- 
ment colony  for  trust  puppies  and  kittens.  For  $40  a  day  Fido  or  Kitty  ($20)  lolls  in  "pet  I 
dos"  stocked  with  heated  beds.  Groomers  keep  them  well-coiffed  and  massage  therapi 
ease  sore  muscles  for  an  extra  fee.  It's  sure  to  give  hare  apparent  a  whole  new  meaning. 


Jess  Stonestreet 
Jackson 

$1.7  BILLION 
Wine.  Healdsburg,  Calif. 
71.  Divorced,  remarried; 
5  children 

SAN  FRANCISCO  LAWYER  PLANTED  20 
acres  of  grapes  1974,  built  into  Kendall- 
Jackson,  one  of  America's  biggest  wine- 
makers.  Put  company  on  block  last  year, 
passed  on  3  offers  of  $1.7  billion — $300 
million  more  than  expected.  "Jess  is  al- 
ways going  to  want  10%-20%  more  than 
whatever  he's  offered."  Second  wife,  Bar- 
bara Banke  (first  was  Jane  Kendall),  now 
in  charge  after  former  Hewlett-Packard 
boss  left  chief  executive  position  this  sum- 


mer. KJ  continues  to  grow — case  sh 
ments  up  32%  so  far  this  year — but  ] 
more  interested  in  lower-volume  hij 
end  wines  like  Verite  and  Matanzas  Cre 

Ronald  Burkle 

$1.7  BILLION 
Supermarkets.  Los  Angeles. 
48.  Married,  3  children 

MADE  HIS  MONEY  IN  GROCERIES,  B 
sold  his  supermarkets  in  1999.  Still  1 
hands  in  the  business  via  investments 
Kmart  and  food  distributor  Flemii 
Bags  more  glamour  as  political  scei 
ster,  fund-raiser  in  Los  Angeles.  Ma 
news  after  late-night  chat  with  Presidi 
Clinton  regarding  pardon!  ungrantf 
for  Michael  Milken. 
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>  Don't  panic.  It's  just  another 
energy  crisis. 


We've  been  here  before.   In  the  early  1900s,  electric 
ights  and  motors  ramped  up  demand  for  energy.   In  the  '50s  it  was  air  conditioning; 
n  the  '90s,  PCs  and  the  Internet.  But  somehow,  the  'crisis'   has  always  been  solved. 
)ne  response:  Exelon  Nuclear  is  generating  more  efficiently  than  ever.  By  2003  we 
xpect  to  produce  9  million  extra  megawatt-hours.  That's  the  equivalent  of  building 
new  1000  megawatt  power  plant.  Without  building  a  new  plant. 
exeloncorp.com 


NUCLEAR 


FOSSIL 


HYDRO 


WIND 


SOLAR 


CONSERVAT  I  ON 


Exelon 


Welcome  change. 
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Carbonation  is  key  to  his  kingdom  in  the 
Northeast,  but  big  distributor  Harold 
Honickman  also  likes  the  still  waters 


Mary  Alice  Malom 

$1.7  BILLION 
Inheritance.  Coatesville,  Pa. 
51.  Married,  2  children 

Bennett  Dorrance 

$1.5  BILLION 

Inheritance.  Paradise  Valley,  Ariz. 
54.  Married,  2  children 

Charlotte  Weber 

$1.1  BILLION 
Inheritance.  Ocala,  Fla. 
58.  Divorced,  3  children 

Hope  Hill  van 
Beuren 

$1  BILLION 

Inheritance.  Middletown,  R.I. 
67  Married,  3  children 

Dorrance  Hamiltoi 

$875  MILLION 
Inheritance.  Wayne,  Pa. 
73.  Widowed,  3  children 

George 

Strawbridge  Jr. 

$600  MILLION 

Inheritance.  Cochranville,  Pa. 
64.  Married,  3  children 

GRANDCHILDREN  OF  DR.  JOHN  T.  DO 
RANCE,  brilliant  chemist  who  creat 
soup  condensation  process,  foundati< 
of  family's  canning  operation.  Boug 
out  uncle  1914;  left  half  of  Campb' 
Soup  fortune  to  son  John  Jr.,  remaind 
to  3  daughters.  Company  controls  70 
of  U.S.  soup  market.  Mary  Alice:  nil 
horse-breeding  farm  in  Pennsylvani 


Father-in-law  gave 
him  a  bottling  plant  in 
1947;  he  did  the  rest. 

a&SVv,  v," 
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Bennett:  Arizona  real  estate  developer. 
Dorrance:  oldest  of  9  grandchildren, 
passionate  gardener;  flowers  win  na- 
tional prizes.  Charlotte:  avid  art  collec- 
tor, gave  $20  million  in  art  to  New  York's 
Metropolitan  Museum  of  Art.  Hope:  son 
Archibald  is  only  family  member  still 
working  full-time  at  Campbell. 

Robert  Rich  Sr. 

$1.7  BILLION 
Nondairy  topping. 

Palm  Beach,  Fla.;  Buffalo,  N.Y. 

88.  Widowed,  remarried;  3  children 

SON  OF  DAIRY  PROCESSOR  MADE  FOR- 
tune  with  nondairy  creamer  Coffee  Rich. 
Expanded  into  frozen  foods,  food  services. 
Son  Robert  Jr.  runs  day-to-day  operations, 
other  children  also  active  in  company.  Ac- 
tive campaigner,  hefty  contributor  to 
George  W.  Bush;  considers  both  Bush 
presidents  personal  friends.  Owns  3 
minor  league  baseball  teams. 

Clayton  Lee 
Mathile 

$1.7  BILLION 
Pet  food.  Dayton,  Ohio. 
60.  Married,  5  children 

FORMER  CAMPBELL  SOUP  ACCOUNTANT 
became  general  manager  of  gourmet  pet- 
food maker  lams  in  1970.  Bought  com- 
pany 12  years  later;  expanded,  focused  on 
high-end  breeder  business,  veterinary 
diet  lines.  Sales:  estimated  $600  million. 
Sold  to  Procter  &  Gamble  in  1999  for 
$2.3  billion.  Now  spends  time  shepherd- 
ing Mathile  Family  Foundation:  $100 
million  endowment  for  Dayton-area 
philanthropy. 
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The  average  member 
of  The  Forbes  400 
has  3  children. 


wHlii  |i| 


Christopher 
Goldsbury 

$1.1  BILLION 
Hot  sauce.  San  Antonio. 
58.  Divorced,  2  children 
(I  deceased) 

A  RECIPE  FOR  SUCCESS:  MARRY  THE 
daughter  of  Pace  Picante  sauce  inventor 
David  Pace,  buy  him  out,  get  divorced, 
then  sell  the  company  at  a  huge  premium. 
Goldsbury,  who  bought  out  in-laws  for 
$18  million  in  1982  and  wife  for  an  esti- 
mated $95  million  in  1991,  sold  salsa 
company  to  Campbell  Soup  for  S  1.1  bil- 
lion in  cash  four  years  later.  Invests  in  food 
companies  through  venture  capital  firm 


Wharton  grad  and  former  bag  boy 
Charles  Butt  keeps  stocking  up  witf 
his  285-store  H-E-B  grocery  chain. 


Silver  Ventures.  Funded  San  Antoni 
Christus  Santa  Rosa  Children's  Hosp 
Center  for  Children  &  Families. 

Joyce  Raley  Teel 

$900  MILLION 
Supermarkets.  Sacramento.  Calif. 
70.  Married,  5  children 

FATHER  TOM  OPENED  FIRST  RALE' 
grocery  in  1935  in  Placerville,  Calif, 
troduced  prepackaged  meat,  "supi 
store"  concept  combining  pharmac 
and  grocery  stores.  Now  148  stor 
mostly  in  California  and  Neva( 
Bought  three  stores  in  New  Mexico  ti 
year.  Joyce  worked  in  store  as  te< 
married  co-worker  Jim  Teel,  had  5  ki 
came  back  to  the  company  1985.  To 
over  as  sole  owner  after  Tom's  dea 
1991.  Son  Michael  J.  Teel  now  ru 
business  day  to  day. 
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WILMINGTON 

TRUST 

Recognizing  worth. 


©2001  Wilmington  Trust  Corporation 


four  Investments 

Should  Be  As 
iverse  As  You  Are 


London 
New  York 
Palm  Beach 
Philadelphia 
Santa  Monica 
Las  Vegas 
Wilmington 


25  Old  Broad  Street,  44.20.787  7.062  7 
520  Madison  Avenue,  212.751.9500 
2000  PGA  Boulevard,  561.630.1477 
One  Liberty  Place,  61  0.520.1  430 
100Wilshire  Boulevard,  31  0.899.7000 
3773  Howard  Hughes  Parkway,  702.866.2200 
1100  North  Market  Street,  877.836.9206 
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Ernest  Gallo 

$875  MILLION 
Wine.  Modesto,  Calif. 
92.  Widower,  2  children 
(I  deceased) 

WITH  BROTHER  JULIO  (D.  1993)  STARTED 
E  &  J  Gallo  winery  in  1933  after  re- 
searching how  to  make  wine  at  local  li- 
brary. Built  reputation  as  ruthless 
tyrant,  expert  marketer  of  low-end 
wine  beverages  (Thunderbird,  Night 
Train,  Bartles  &  Jaymes).  Gallo  now 
world's  largest  winemaker,  accounts  for 
over  one-third  of  the  California  grape 
crop.  Estimated  sales:  $2  billion.  Third 
generation,  led  by  lulio's  granddaughter 
Gina,  gaining  respect  with  upper-end 
merlots,  cabernets  and  chardonnays. 


Marvin  Herb 

$875  MILLION 
Soft-drink  bottling.  Chicago. 
64.  Married,  2  children 

NEW  YORK  NATIVE  LEFT  THE  BRONX  FOR 
position  at  PepsiCo.  Became  head  of  bot- 
tling operation  in  Indianapolis  for  Pepsi, 
consumer-products  division  for  Borden. 
Bought  Coca-Cola  bottling  plants  in  In- 
dianapolis, Chicago  1981;  expanded,  be- 
came nation's  third-largest  Coke  bottler. 
In  May  agreed  to  sell  bottling  business  to 
Coca-Cola  Enterprises  for  $1.4  billion  in 
cash  and  stock. 


Edgar  M.  Bronfman  Sr.  can  no 
longer  raise  a  toast  to  the  family  business— 
his  Seagram  now  belongs  to  Vivendi. 


Harold  Honickms 

$850  MILLION 
Soft-drink  bottling.  Philadelphia. 

67.  Married,  2  children 

PEPSI  DISTRIBUTOR  IN  SOUTHERN  f> 
Jersey  started  bottling  in  1947.  Busii 
bubbling  ever  since:  Canada  Dry,  Pe 
Coors  operations  in  New  York;  Snaj 
distributorships  in  Baltimore,  subur 
Philadelphia. 

William  Turner 

$835  MILLION 
Coca-Cola.  Columbus,  Ga. 
78.  Married,  6  children 

Sarah  T.  Butler 

$835  MILLION 
Coca-Cola.  Columbus,  Ga. 
81.  Married,  3  children 

Elizabeth  T.  Corn 

$835  MILLION 
Coca-Cola.  Columbus,  Ga. 
75.  Married,  5  children 

SIBLINGS  INHERITED  BIG  STAKE 
Coke  from  grandfather  W.C.  Brad 
Fortune  now  run  by  great-grands 
Stephen  Butler  and  William  Turner 
Char-Broil  barbecue  grills,  investm< 
in  banks,  real  estate. 

John  Lupton 

$750  MILLION 
Soft-drink  bottling. 

Lookout  Mountain,  Tenn. 
75.  Married,  4  children 

Elizabeth  L. 
Davenport 

$750  MILLION 
Soft-drink  bottling. 

Lookout  Mountain,  Tenn. 

68.  Divorced,  remarried; 
3  children 
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ow  impressive  is  it  that  the  Victory  Diversified  E< 
has  delivered  positive  returns  for  11  yea 


For  starters,  it's  only  been  around  for  11  years. 


Diversi«ed  Equity  PortfoHo 
v,ctorv  Dwers^ 


Victory 

pital  Management 


It's  no  accident  the  Victory  Capital  Management  "  Diversified  Equity  Portfolio 
has  such  an  impressive  record.  After  all,  the  portfolio's  goal  is  to  produce 
consistently  positive  returns  across  all  market  cycles.  To  achieve  this,  we 
take  a  long-term  perspective  focusing  on  large-cap  stocks  chosen  for 
upside  potential.  Plus,  we've  had  the  same  portfolio  management  using  the 
same  unwavering  investment  style  every  year  since  the  portfolio's  inception. 
To  learn  more  about  our  Diversified  Equity  Portfolio  as  a  separately 
managed  account,  call  Victory  Capital  Management  at  1-877-660-4400. 
Investment  Management      Mutual  Funds      401(k)  Plans 


erformance  is  not  indicative  of  future  results.  Annualized  returns  shown  in  the  graph  above  are  net  of  fees  as  of  June  30,  2001 .  Returns 
follows:  1990X59%,  1991-23.99%,  1992-9.44%,  1993-10.03%,  1994-3.96%,  1995-35.38%,  1996-24.72%,  1997-28.27%,  1998-23.15%, 
fO.96%,  2000-1 .35%  and  2001-4.51  %  (*6  month  YTD  return).  The  inception  date  of  the  Diversified  Equity  Composite  is  January  1 ,  1 990. 
persified  Equity  Composite  includes  all  managed  diversified  equity  accounts  with  a  total  market  value  in  excess  of  $1  million  and  a  minimum 
commitment  of  90%  for  which  Victory  Capital  Management,  or  KeyBank,  N.A.,  advised  by  Victory  Capital  Management,  exercises  full 
pent  discretion.  As  of  June  30,  2001 ,  the  composite  was  comprised  of  1  portfolio  amounting  to  a  total  market  value  of  $1 ,267.3  million.  Victory 
Management  Inc.  is  a  member  of  the  Key  financial  network. 


•  NOT  FDIC  INSURED    •  NO  BANK  GUARANTEE    •  MAY  LOSE  VALUE 


©2001  KeyCorp 
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You  want  fries 
with  those 
(micro)  chips? 
J.R.  Simplot 
produces  both. 


SIBLINGS.  GRANDFATHER  JOHN  T.  1 
ton  landed  Coca-Cola  distribution  ri; 
in  1899.  John  joined  family  busines 
bottle  washer  1954.  Sold  Great  Wes 
Coca-Cola  Bottling  Co.  to  Coke  for  ! 
billion  in  1986. 

John  Edward 
Anderson 

$750  MILLION 
Beverage  distribution,  banks. 

Bel  Air,  Calif. 

84.  Married,  4  children 

WESTERN  UNION  DELIVERY  BOY  EAR] 
Harvard  MB. A.;  law  degree  at  n 
school.  Started  Ace  Beverage  Co.,  e 
distributor  of  Budweiser.  Diversified 
banks,  insurance,  real  estate.  Supports 
ucation  and  health  care  causes;  with 
Marion,  gave  $60  million  to  Child: 
Hospital  in  Los  Angeles. 


DINNER  IS  NOT  THE  END  OF"  THE  DAY. 


IT  S  THE  BEGINNING  OF  THE  EVENING 


For  Worldwide  Locations  and 
Reservations  call  1  (800)  544-0808 

www.ruthschris.com 


THE 


STEAK  HOUSE 


ERIENCE 


HOW  TO  BE  AS  SUCCESSFUL  AT  LEISURE 
AS  YOU  ARE  IN  BUSINESS. 


Enjoy  superb  Fly  and  Spin  Fishing 


Explore  1,800  preserved  acres 


Success  involves  making  smart  decisions.  And  building  a  home  for  your  family  on  The  Ford  Plantation 
couldn't  be  smarter.  This  is  land  with  a  history.  In  1734  it  was  a  rice  plantation.  In  the  early  1900's 
it  was  the  sporting  paradise  of  Henry  and  Clara  Ford.  Today,  The  Ford  Plantation  is  being  preserved 
for  400  select  families.  1-  to  15-acre  homesites  from  $275,000  to  $2  million.  1-  to  4-bedroom  cottages 
from  $525,000.  Cottage  sites  from  $150,000.  Savannah's  Ford  Plantation.  It's  how  to  succeed  at  leisure. 
Contact  us  to  receive  your  complimentary  video  or  to  arrange  a  visit. 


In  the  next  60  days,  the  last  26  waterfront  homesites,  adjacent  to  our  deepwater  marina, 
will  he  available  for  purchase  starting  at  $600,000 


Call  toll-free:  1'877'735'8367*  fordplantation.com 


The  Ford  Plantation  *  Savannah,  Georgia 

The  Place  To  Live  When  You  Can  Live  Any  Place 


'ED  BY  DOLAN,  POLLAK  &  SCHRAM  DEVELOPMENT  COMPANY,  LLC  Obtain  the  Property  RepOfT  required  by  Federal  law  and  read  it  belore  signing  anything  No  Federal  agency  has  judged  the  meiits  or  value,  it  any,  ol  the  property.  Warning:  The  California  Department 
late  has  not  inspected,  examined  or  qualified  this  ottering.  This  project  is  registered  with  the  New  Jersey  Real  Estate  Commission  (99/21-1 12).  This  ottering  is  made  pursuant  to  New  York  State  Department  ol  Law's  simplitied  procedure  tor  Homeowners  Associations 
Minimus  Cooperative  Interest  (CPS  7).  The  CPS  7  application  and  related  documents  are  available  Irom  the  sponsor.  File  No  HO-99-0096  This  is  not  an  otter  oi  solicitation  ol  an  offer  where  prohibited  by  law  Scenes  may  include  artists'  renderings,  and 
locations  or  activities  not  on  the  property  All  renderings,  designs,  and  other  depictions  are  based  on  current  developmenl  plans,  aie  for  the  purpose  ol  illustration  and  are  subject  to  change  without  notice  Prices,  plans  and  availability  are  subject  lo 
ithout  notice  Use  ol  recreational  amenities  is  subject  to  membership  requirements  See  our  Web  site  lor  additional  intormalion.  ©The  Ford  Plantation,  LLC. 


THE  FORBES  400 


Mass  merchandising 
is  still  a  ticket  to  lofty 
living  when  the  prices 
fit  the  customer  right. 


Ann  Walton 
Kroenke 

$3.2  BILLION 
Wal-Mart.  Columbia,  Mo. 
51.  Married,  2  children 

E.  Stanley  Kroenke 

$1.1  BILLION 

Real  estate.  Columbia,  Mo. 

54.  Married,  2  children 

HUSBAND  AND  WIFE.  ANN:  FATHER 
James  (Bud)  Walton  (d.  1995)  pooled  as- 
sets with  brother  Sam  to  start  Wal-Mart. 
With  sister  Nancy  Laurie  (see)  still  owns 
Wal-Mart  shares.  Stan:  real  estate  devel- 
oper owns  shopping  centers,  many  with 
Wal-Mart  store  as  anchor.  Major  sports 
magnate:  pro  basketball's  Denver 
Nuggets,  reigning  hockey  champions 
Colorado  Avalanche,  big  stake  in  foot- 
ball's St.  Louis  Rams. 

Bernard  Marcus 

$3  BILLION 

Home  Depot.  Atlanta. 

72.  Married,  3  children 

Arthur  Blank 

$1.6  BILLION 
Home  Depot.  Atlanta. 
59.  Divorced,  remarried; 
6  children 

PARTNERS  FOUNDED  HOME  DEPOT  IN 
!  978  after  the  pair  were  dismissed  by  a 
'  io\v-defunct  home  improvement  chain. 


Store  growth  slowing  a  bit,  but  new  store 
formats  and  centralized  buying  may  help 
keep  profits  nailed  up  tight.  Blank  unex- 
pectedly gave  up  his  chief  executive  post 
in  December  to  new  boss,  former  GE  ex- 
ecutive Bob  Nardelli.  Now  focusing  on 
promoting  the  arts  in  Georgia. 

Leslie  Wexner 

$2.3  BILLION 

The  Limited.  New  Albany,  Ohio. 

64.  Married,  4  children 

QUARREL  WITH  FATHER  OVER  FAMILY'S 
small  department  store  led  Ohio  State 
law  school  dropout  to  start  first  Limited 
outlet  1963  with  $5,000  loan.  Now  more 
than  $10  billion  in  sales,  5,300  stores,  in- 
cluding Express,  Structure,  Lerner  New 
York,  Henri  Bendel.  Also  owns  80%  of 
Intimate  Brands  (Victoria's  Secret). 
Lately  unloading:  Abercrombie  &  Fitch 
1998,  Limited  Too  1999,  Lane  Bryant 
2001.  Art  enthusiast:  paid  $45  million  for 
Picasso's  "Nude  on  a  Black  Arm  Chair." 

Richard  Schulze 

$2.2  BILLION 
Best  Buy.  Edina,  Minn. 
60.  Married,  4  children 

STARTED  AS  ELECTRONICS  SALESMAN  IN 
dad's  distribution  company.  Skipped  col- 
lege, instead  opened  own  stores,  Sound 
of  Music,  1966.  Low-cost  consumer  elec- 
tronics chain  became  Best  Buy  1983, 
went  public  1985.  Overexpanded,  nearly 
drowned  in  debt  1997.  Consultant-led 
team  helped  get  company  back  on  track. 
Now  more  than  439  stores  in  42  states, 


$  1 5  billion  annual  sales;  last  year  acquire 
Musicland  Stores  in  $685  million  deal. 

Nancy  Laurie 

$2.1  BILLION 
Inheritance.  Columbia,  Mo. 
50.  Married,  I  child 

WITH  SISTER  ANN  KROENKE  (SEE),  N 
ceived  Wal-Mart  shares  from  father,  farm 
L.  (Bud)  Walton,  brother  of  Wal-Ma: 
founder  Sam.  With  husband  breeds  raa 
horses  on  350-acre  Crown  Center  Farm 
owns  pro  hockey's  St.  Louis  Blues  aft^ 
being  outbid  for  hockey's  Colorad 
Avalanche  by  brother-in-law  Stanlfl 
Kroenke  (see).  The  two  teams  faced  off 
this  year's  Stanley  Cup  playoffs. 

Donald  Fisher 

$2.1  BILLION 

Gap.  San  Francisco. 

73.  Married,  3  children 

Doris  Fisher 

$2.1  BILLION 

Gap.  San  Francisco. 

70.  Married,  3  children 

Robert  Fisher 

$1.2  BILLION 

Gap.  San  Francisco. 

47.  Married,  3  children 


Years  of  strong  car-buying  may  be  over,  bul 
they  gave  Wayne  Huizenga  a  window 
of  opportunity  to  consolidate  dealers. 
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John  Fisher 

$1  BILLION 

Gap.  San  Francisco. 

40.  Married.  4  children 

GAP  RETAILING  DYNASTY,  FOUNDED  IN 
San  Francisco  by  Donald  and  Doris  1969. 
In  April  Donald  supported  IRS  rebates 
in  full-page  ad:  "Fast  tax  relief  for  con- 
sumers is  quick  relief  for  the  economy." 
Not  for  Gap:  stock  off  57%  from  year 
high.  Apparel  giant  went  public  1 976,  ex- 
panded rapidly:  bought  Banana  Republic 
( 1983);  added  GapKids  ( 1986),  BabyGap 
(1990),  Old  Navy  (1994),  GapBody 
(1998).  Son  Robert  now  sits  on  board. 
Sons  William,  John  quit  Gap  jobs. 

Wayne  Huizenga 

$2  BILLION 

Entrepreneur.  Fort  Lauderdale.  Fla. 
63.  Divorced,  remarried: 
4  children 

WORLD'S  LARGEST  CAR  RETAILER  HOB- 
bled  by  slumping  sector,  but  still  getting 
good  grades  from  Wall  Street:  Auto- 
Nation stock  doubled  since  January.  Col- 
lege dropout  launched  Waste  Manage- 
ment 1962  with  single  used  garbage 
truck.  Scrapped  garbage  1984,  bought 
19-store  video-rental  chain  Blockbuster. 
Sold  to  Viacom  for  S8.4  billion  1994. 
Won  baseball's  World  Series  with  nascent 
franchise  Florida  Marlins  1997;  sold  year 
later.  Still  owns  football's  Miami  Dol- 
phins, but  recently  sold  stake  in  hockey's 
publicly  traded  Florida  Panthers  for  S 101 
million.  Also  selling  his  Nantucket  get- 
away. Asking  price:  S14  million. 

John  Menard  Jr. 

$2  BILLION 

Home  improvement  stores. 

Eau  Claire.  Wis. 

61.  Twice  divorced.  6  children 

ELDEST  OF  8  CHILDREN  DID  IT  HIMSELF 
in  DIY  retail  business.  First  store  opened 
in  1972,  today  his  160  Menard's  home 
improvement  centers  now  generate  close 
to  S5  billion  in  sales  in  upper  Midwest. 


Richard  DeVos 

$1.7  BILLION 

Amway.  Ada.  Mich. 

74.  Married.  4  children 

Jay  Van  Andel 

$1.5  BILLION 

Amway.  Ada,  Mich. 

77.  Married.  4  children 

PARTNERS,  FRIENDS  IN  HIGH  SCHOOL, 
founded  flight  school,  drive-in  restaurant. 


They  know  the  get-rich  drill:  Bernie 
Marcus  and  Arthur  Blank  (from  left) 
started  Home  Depot:  Ken  Langone 
(far  right)  invested  early.  Aprons  optional. 


Sales  reps  for  Nutrilite  1948,  left  to  foul 
soap-selling  business.  Became  Ami 
with  3  million  reps  selling  S5  billion  woi 
of  products  worldwide.  Rich  retired  19< 
lay  1995.  Second  generation  still  in  charj 
Rich  also  owns  XBA's  Orlando  Magic. 

Michael  Krasny 

$1.5  BILLION 

CDW  Computer  Centers.  Vernon  Hills.  I 
48.  Married.  I  child 

FORMER  CAR  SALESMAN  TURNED 
newspaper  ad  to  sell  his  PC  into  billio 
dollar  computer  products,  services  fin 
Sales  up  this  year  despite  slumping  I 
business.  Stepped  down  as  chief  exec 
tive  in  Januarv,  now  chairman  emeriti 
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has  to  pay 
commissions 


has 
choice 


Morgan  Stanley  Choicer 

The  commission-free  way  to  invest  with  Morgan  Stanley. 

Now  you  can  invest  with  your  Morgan  Stanley  Financial  Advisor, 
plus  be  able  to  trade  online  and  have  personal  access  to  the 
world's  #1  research!  All  without  ever  paying  a  single  commission — 
just  a  fee  based  on  the  assets  in  your  account.  The  Morgan 
Stanley  Choice  program.  One  more  way  you're  well  connected. 


Well  connected 

MorganStanley 


int  to  stop  paying  commissions? 

ove  your  money.  Visitmorganstanley.com/choiceorcall  1-8M0RGAN-N0W. 

ed  #1  Global  Research  Team  for  2000  by  Institutional  Investor  magazine,  December  2000. 
Morgan  Stanley  Choice  brokerage  account  is  an  alternative  way  to  pay  for  transactions.  Any  inv 

ker-dealer.  Morgan  Stanley  Choice  is  no!  for  day  trading  or  other  extreme  trading  activity,  including  excessive  options  trading  or  tradin 
et  timing.  Morgan  Stanley  Choice  cai  000  annual  fee  and  closing  fee 

ervice  marks  of  Morgan  Stanley  Dean  Witter  &  Co.  Services  are  offered  through  M 
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Kenneth  Langone 

$1.3  BILLION 
Investments.  Long  Island.  N.Y. 
66.  Married.  3  children 

PI  I'MBER'S  SON  FROM  NEW  YORK;  NOW 
buy-and-hold  investor  with  own  invest- 
ment bank.  Invented  Associates.  Made 
name  for  self  in  1968,  taking  Ross 
Perot's  Electronic  Pata  Systems  public 
at  1  IS  times  earnings.  Eclectic  holdings 
include  stakes  in  restaurants  (Tricon), 
data  services  (ChoicePoint),  textiles 
ll'mfP  and  manufacturing  (.General 
Electric^  still  owns  big  stake  in  Home 
Depot.  Sits  on  array  of  boards:  New- 
York  Philharmonic,  NYSE  and  the 
Robin  Hood  Foundation.  Gives  to  alma 
maters  Bucknell  and  NYU  Stern  School 
of  business.  Credits  success  to  humble 
roots:  "1  had  a  major  advantage.  I  was 
raised  poor." 


William  Kellogg 

$1.2  BILLION 
Kohl's.  Oconomowoc.  Wis. 
58.  Married.  2  children 

John  Herma 

$700  MILLION 
Kohl's.  Elm  Grove.  Wis. 
53. 

PARTNERS.  KELIOGG:  STORE  MAN- 
ager  rose  to  CEO.  guided  discount 
retailer's  expansion  from  family-owned 
Wisconsin  department  store  to  national 
chain.  338  stores  in  28  states.  Led  manage- 
ment buyout  of  company  in  198t\  Took 
public  in  1992.  Stepped  down  as  CEO 
lS99t  still  chairman.  Hernia:  format  Kohl's 
chief  operating  officer,  retired  in  1999. 
Kohl's  friendly  discounting  has  made  it 
star  performer:  sales  up  33°  o  in  past  year. 


His  Houston  Astros  have  been  leading  rhei 
division,  much  like  Robert  McLanc's 
distribution  business  left  others  behind. 


Robert  Drayton 
McLane  Jr. 

$1.1  BILLION 
Wal-Mart.  Temple,  Tex. 
65.  Married.  2  sons 

GK  \NDSON  Ol  CAMI  RON,  LEX  GR 
eery  store  owner.  Inherited  grow 
business  from  father  19co.  Sold 
friend,  tennis  partner.  Sam  Walton 
cash  and  3.6  million  shares  of  \\ 
Mart  stock.  Now  owns  baseball's  1  lot 
ton  Astros,  oversees  private  hold 
company  Mclane  Group:  (ood  mai 
facturing,  warehousing  and  distrit 
tion.  Former  director  of  online  groc« 
service  Pea  pod. 

Gary  Comer 

$850  MILLION 
Lands'  End.  Chicago. 
73.  Married,  2  children 

CHICAGO  NATIVE  FOUNDED  LAN 
End  as  sailing-goods  catalog  19t>3  aft< 
ten-year  stint  as  copywriter  at  Younj 
Rubicam.  Catalog  dropped  sailing  ite 
1977,  went  public  198t>.  Now  inclu 
clothing,  shoes,  luggage;  1 1 .2  million  c 
tomers.  Comer  stepped  down  as  C 
W89,  long-rumored  to  be  negotiat 
sale  of  firm.  Gave  $2 1  million  to  the  I 
versify  of  Chicago  for  pediatric  hospl 
donated  computers,  uniforms  and 
conditioning  to  Chicago's  Paul  Rev 
School. 

Margaret  (Maggie 
Hardy  Magerko 

$775  MILLION 
84  Lumber.  Eighty  Four.  Pa. 
35.  Married.  I  son 

TOMBOY  LEARNED  LUMBERYARD  Bl 
ness  at  knee  of  father,  Joseph  Hardy 
who  founded  84  Lumber  in  1956.  N 
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cLane! 

■behind. 


eighth  year  of  running  $1.8  billion 
ales)  business  catering  largely  to  pro- 
>sional  contractors. 


eon  Levine 
&  family 


.  TEX.  Q 
ed  grow 
65. 
tV 
ires  of  V 

m 


^50  MILLION 

mily  Dollar  Stores.  Charlotte,  N.C. 
[.  Married,  3  children 

THRIVING  IN  THE  SHADOW  OF 
Wal-Mart,  his  Family  Dollar  Stores 
w  number  4,000  in  39  states.  Com- 
tes  using  smaller  stores,  selling  most 
dcLs  for  less  than  $10.  Started  in  retail 
l  13,  helping  mother  run  department 
ite  hold  |re  after  father's  death.  Used  $6,000 
j  m  ings  to  start  Family  Dollar  1959.  IPO 
nd  distti  '0>  steady  expansion  since.  Not  always 
jimily  affair:  cousin  Lewis  (president) 
i  son  Howard  (merchandise  head) 
after  1987  rift.  Sales  dropped  mid- 
^0s;  responded  by  slashing  prices, 
as  doubled  since  1995,  profits  tripled, 
ward  returned  1996,  runs  day-to-day 
rations. 


;dedla? 

og  1963af 
ter  at  Youi 
>d  sailing  ii 
Now  ind 
1.2  " 


DLLOW  THE  MONEY 


tichos 


49  members  of  the 
brbes  400  inherited 
ome  or  all  of  their 
/ealth.  Their  average 
et  worth:  $2.6 
illion 


FLEXJET, 

Only  Bombardier  Flexjet®  offers  the  complete  range  of  Learjet.® 
Challenger"  and  Global  Express*  jets,  each  equipped  with  advanced  safety 
systems  and  flown  by  highly  experienced.  well-trained  pilots.  as  the  world 
leader  in  business  aviation.  value  just  may  be  what  we  do  best.  for  more 
information.  visit  www.flexjet.com.  or  call  1-800-flexjet. 

BOMBARDIER  FLEXJET 


BUY  SECURITY  BUY  GOLD 

This  is  a  time  to  re-evaluate  your  portfolio's  return/risk  ratio  -  that  is,  how 
much  return  is  gained  for  each  incremental  unit  of  risk.  In  a  turbulent 
environment,  a  modest  holding  in  gold  can  improve  your  return/risk  ratio 
significantly.  So  buy  gold,  and  gain  the  security  of  a  sound  portfolio  structure. 

FOR  THE  LATEST  IN  INDEPENDENT  RESEARCH,  CONTACT 

THE  WORLD  GOLD  COUNCIL,  A  NOT-FOR-PROFIT  ORGANIZATION. 


tel:  877-243-2001 
web:  www.gold.org 


children 
of 

affluence. 


Is  being  born  into  wealth  a  burden? 

It  doesn't  have  to  be.  But  it  does  come  with  its  own  set  of  complexities.  Parents  grapple  with  issues  beyond  the 
technical.  What  is  the  effect  of  inheritance?  How  do  you  instill  a  sense  of  responsibility  in  children  who  may  ne\ 
have  to  work?  Even  allowances  can  become  an  issue. 

What  is  Family  Advisory  Practice? 

We're  a  division  of  The  Citigroup  Private  Bank  devoted  to  helping  clients  think  through  the  human  implications 
their  wealth. 

Can  you  elaborate? 

It's  not  just  about  increasing  or  preserving  assets.  Parents  want  their  wealth  to  bring  about  the  best  possible  experiett 
for  those  they  care  about  most— their  children.  Family  philanthropy  is  the  next-most-common  issue  for  us. 

This  doesn't  sound  like  a  banker  talking. 

/'//  take  that  as  a  compliment. 

One  would  expect  to  hear  about  financial  products  for  affluent  families. 

Obviously,  we  make  our  living  providing  comprehensive  financial  solutions  for  people.  But  we  can  do  that  muc\ 
better  when  we  have  a  clear  understanding  of  our  clients  and  their  values.  So  it  isn  Y  all  that  far  afield  when  yott 
think  about  it. 

To  have  your  own  dialogue  with  us,  call  1.800.996.2500,  ext.  480. 


citigroupj 

private  bank 


Ninety  offices  in  fifty-eight  cities  around  the  world. 

Citigroup  Private  Bank"  provides  services  and  products  through  various  Citigroup  affiliates.  Not  all  services  and  products  are  availabl 
all  locations.  For  more  information,  contact  a  private  banker  or  relationship  manager.  ©2001  Citicorp.  All  rights  reserved. 
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A  GUIDE  TO 

DANIEL 

ISLAND 

Li  ving 


smaJI  toU  n .YV'hr 


guiclchru 
tradition^ 
with  a  1a\ 
historic  Ct 
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t0  Parks  and  an  easy  bike 
ride  Iea*into  town  to  pick 
UP  somt>  sandwiches.  Here  ^7 
Xou  »  even  find  a  private, 
in-town  country  dub  with 

an  extraordinary  Tom  Fazio- 
designed  golf  course.  Now 
offering  Lowcountry-insnired  l^ 
h^es  and  townhomes  from  $200,000,  and  golf 

Re^hoodhomesites  from  $100,000.  And  it's 
aJl  here  waiting  for  you,  on  Daniel  Island. 

rcqu<  s,  TSc  Cbm^/ete  G,W,  Island  living, 

t^ty- to'dwhlog,  tub  GolJ  |Q 
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i_ihj>ii^iv,  ci y i  cue  c5g  cartons,  Beanie  Babies.  You  don  t  havi 
buy  them,  but  somebody  has  to  make  them.  These  people  maae  a 
fortune  whether  or  not  they  worked  on  the  factory  line  themselves. 


Philip  Knight 

$4.9  BILLION 

Beaverton,  Ore. 
63.  Married,  2  sons 

NIKE  STOCK  STUMBLED  IN  FEBRUARY 
after  earnings  came  up  short,  but  shares 
lately  creeping  back.  Old  friends  grovel- 
ing back,  too:  alma  mater  U.  of  Oregon 
had  joined  an  antisweatshop  group 
critical  of  his  "low- wage"  manufacturing 
plants.  After  Knight  stopped  donations, 
the  school  dropped  its  affiliation. 


$4.5  BILLION 

SC  Johnson  &  Son  Racine,  Wis. 
73.  Married,  4  children 

CONTROL  OF  $4.5  BILLION  FAMILY  Busi- 
ness founded  1886  now  passed  on  to  fifth 
generation  last  fall.  Sam  retired  as  chair- 
man, handed  control  to  son  H.  Fisk  John- 
son. Other  kids  also  involved  day-to-day 
in  family  empire:  Curt  Johnson  heads 
industrial  cleaning  products  division; 
Helen  Johnson-Leipold  chief  executive  of 
outdoor  equipment  company  Johnson 
Outdoors.  Company  blossomed  1950s 
when  Sam,  then  26,  developed 
insecticide  safe  for  plants.  Product  lines 
now  include  Glade,  Raid,  Windex. 

H.  Ty  Warner 

$4  BILLION 

Chicago. 

57.  Single 

SECRETIVF  BEANIE  BABIES  MASTERMIND 
turning  himself  into  high-end  hotelier, 


spending  $472  million  in  2  years  on  a 
portfolio  of  hotels  that  includes  Four  Sea- 
sons in  Manhattan,  Santa  Barbara.  Lodg- 
ing business  proving  more  challenging 
than  marketing  stuffed  animals:  Four 
Seasons  management  says  renovations  at 
Warner's  properties  beat  up  company's 
operating  margins  this  year. 

Jon  Meade 
Huntsman 

$3.8  BILLION 

Salt  Lake  City. 
64.  Married,  9  children 

VOLATILE  MIX  OF  HIGH  COSTS,  HEAVY 
debt,  lackluster  markets  eating  away  at 
privately  held  chemical  empire.  This  year 
selling  stakes  to  Bain  Capital  and  Black- 
stone  Capital  Partners,  used  cash  to  re- 
duce debt  and  complete  acquisition  of 
European  arm  Huntsman  International. 
Now  focusing  on  higher-margin  specialty 
chemicals.  Pledges  to  exit  wildly  cyclical 
U.S.  commodity  business:  "It's  not  some- 
thing a  family  needs  to  go  through." 
Started  in  egg  processing,  developed 
polystyrene  egg  carton  division  with 
Dow  1965.  Started  Huntsman  Chemical 
in  1982.  Two-time  cancer  survivor,  do- 
nated $125  million  for  research  hospital. 
Devout  Mormon,  also  supports  Catholic, 
Armenian  charities. 

Leonard  Lauder 

$3.5  BILLION 

New  York  City. 
68.  Married,  2  sons 


Ronald  Lauder 

$3  BILLION 

New  York  City. 
57.  Married, 
2  daughters 

BROTHERS.  MOTHER  ESTEE  FOUNDJ 
eponymous  makeup  powerhouse  194 
company  today  controls  nearly  half 
prestige  cosmetics  market  in  U.S.;  bran 
include  Clinique,  Aveda,  Bobbi  Brow 
Brothers  head  family  insiders  who  coi 
trol  more  than  90%  of  company's  voti] 
stock.  Leonard  chairs  company,  broth 
Ronald  pursues  foreign  investments,  wi 
mixed  track  record. 

Lester  Crown 

6  family 

$3  BILLION 

Wilmette,  III. 
76.  Married, 

7  children 

TURNED  AROUND  GENERAL  DYNAMI 
after  buying  large  stake  in  compar 
booting  managers.  No  such  luck  )j 
with  Maytag,  where  he's  a  director  ai 
a  major  shareholder:  shares  down  23 
in  last  year,  but  at  least  takeover  r 
mors  have  subsided.  Son  of  Chicago 
nancier  Henry  Crown  (d.  1990),  vf\ 
created  Material  Service  with  U 
brothers  1919.  Merged  with  Genei 
Dynamics  1959;  sold  stock  196 


rides  high  still.  And  if 
he  tires  of  horses,  there's  always  his 
antique  car  and  motorcycle  collection. 
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bought  back  1970.  Family  still  owns  big 
stake.  Now  also  has  a  piece  of  the  Rock 
— purchased  stake  in  Rockefeller  Cen- 
ter late  last  year  (see  p.  210). 

jompc 

$3  BILLION 

Salt  Lake  City. 

80.  Married, 
8  children 

WIDE-RANGING  ENTREPRENEUR  OWNS 
stable  of  digital-video  companies  spun 
off  from  Sorenson  Media.  Most  success- 
ful product:  video  compression  technol- 
ogy that  speeds  downloads  of  movie 
trailers.  First  fortune  made  in  medical  de- 


vices, sold  to  Abbott  Labs  in  1980.  Re- 
mains active  in  biotech,  funds  genetics 
research. 

Barbara  Johnson 

$2.4  BILLION 

Inheritance.  Monaco. 
64.  Widowed. 

POLISH  IMMIGRANT,  FORMER  CHAM- 
bermaid,  went  from  rags  to  riches  1971 
when  became  third  wife  of  Johnson  & 
Johnson  founder's  son  John  Seward 
Johnson  (d.  1983).  After  bitter  inheri- 
tance dispute  with  Johnson's  children 
from  his  first  marriage,  "Basia"  emerged 
with  large  chunk  of  J&J  stock  and  own- 


ership of  his  palatial  Princeton,  N 
estate,  Jasna  Polana  ("bright  meadow" 
Polish).  Now  operated  as  exclusive  g< 
clubhouse. 

William  Morse 
Davidson  I 

$2.2  BILLION 

Bloomfield  Hills,  Mich. 
78.  Married,  divorced; 
2  children 

LAWYER  JOINED  UNCLE'S  WINDSHIE 
manufacturing  business  1955,  becai 
president  1957 — just  as  company  c 
clared  bankruptcy.  Turned  Guardian  1 
dustries  around,  paid  off  creditors  ir 
years.  In  1970s  started  using  "float  gla. 
manufacturing  process — pouring  moll 
glass  onto  a  bed  of  liquid  tin.  Now  ovi 
sees  estimated  $3.5  billion  (sales)  bu 
ness  making  glass  for  automotive,  co 
struction  industries.  Owns  p) 
basketball's  Detroit  Pistons,  hocke1 
Tampa  Bay  Lightning. 

Ralph  Lauren 

$2  BILLION 

New  York  City. 
62.  Married,  3  children 

.AUNCHED  POLO  IN  1967  WITH  $50,01 
brilliant  marketer  transformed  me: 
clothing  line  into  brand  behemo 
added  women's  and  children's  lines, 
well  as  fragrances,  linens,  paint  and  \ 
cessories.  Collects  antique  cars  and  rr  a 
torcycles;  owns  homes  in  New  Yo] 
Colorado  and  Jamaica.  Recently  bid 
Brooks  Brothers,  where  the  Bronx-bo 
Lauren  got  his  start  as  a  clerk. 

Donald  Hall 

$1.8  BILLION 

Mission  Hills,  Kans.  e" 
73.  Married,  3  children 


Ve 
ua 


porcelain  products  fil 
America's  bathrooms.  He  also  cleans  up 
in  the  furniture  business. 
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xecutive  Education  That  Works 


lei 


jiii  products 


^cutive  Development  Program 

rember  4-16,  2001 
jary  20-February  i,  2002 
5-17,  2002 

:  feentials  of  Management 

,eBronx-i  ember  25-30,  2001  (week  one  of  two) 
lary  6-n,  2002  (week  two  of  two); 

19-24,  2002  (week  one  of  two) 
23-28,  2002  (week  two  of  two) 

ance  and  Accounting  for 
Non-Financial  Manager 

Dber  21-26,  2001 
ary  6-n,  2002 
I  7-12,  2002 
2-7,  2002 


cutive  Negotiation  Workshop: 
gaining  for  Advantage 

timber  9-14,  2001 
Ich  3-8,  2002 


Our  course  consultants  can  answer  questions 
and  provide  information  on  additional  dates 
and  programs.  Please  call: 

215.898.1776  or  800.255.3932  ext.  2769  phone 
215.898.2064  fax  (attn.  2769) 
execed@wharton.upenn.edu  e-mail  (subject  2769) 
wh-execed.wharton.upenn.edu/2769.cfm  web 


Knowledge  Wharton 

A  Free  Business  Websource.  Register  today. 
http://knowledge.wharton.upenn.edu 


Wharton 


Aresty  Institute  of 
Executive  Education 

The  Wharton  School 
University  of  Pennsylvania 
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a  Marshall 


$900  MILLION 

Kansas  City,  Mo. 
77.  Widowed,  3  children 

Elizabeth  Reid 

$900  MILLION 

Fort  Worth,  Tex. 

79.  Divorced, 
5  children 

SIBLINGS.  FATHER  JOYCE  HALL  FOUND- 
ed  Hallmark  Cards  1906  at  age  15.  Be- 
came household  name  after  advertising 
blitz  in  1950s.  Today  Hallmark  now 
sells  more  than  half  of  all  greeting  cards 
in  U.S.  Donald  took  over  1966,  stepped 
down  from  chief  executive  post,  1986. 
Congratulations!  This  year  company 
turned  cable  properties  into  publicly 
held  Crown  Media,  made  plans  to  sell 
most  of  Hallmark  film  library  to 
Crown  for  $700  million.  Our  condo- 
lences: shareholder  lawsuit,  now  settled, 
lowered  price  of  films. 


FOLLOW  THE  MONEY 


The  average  member 
of  The  Forbes 
400  gets  divorced 
times. 


'0.  : 


$1.5  BILLION 

San  Francisco. 
81.  Widowed,  3  children 


WIDOWER  OF  RHODA  HAAS  GOLDM^ 
(d.  1996),  one  of  nearly  200  heirs  to  lA 
Strauss  fortune.  Only  major  sharehold 
who  took  cash  in  family's  1996  LBO 
jeans  company.  Spends  time  on  enviroi 
mental  causes.  Annual  Goldman  Em 
ronmental  Prize  awards  $125,000  each 
6  recipients.  His  other  foundations  ga 
$56  million  last  year,  conserved  55,01 
acres  in  Alaska. 

Herbert  Kohler 


&  family 


$1.5  BILLION 

Kohler,  Wis. 
62.  Divorced,  remarried; 
3  children 

THIRD-GENERATION  HEAD  OF  FAMI) 
business  founded  by  John  Michael  Koh 
1873.  Started  with  iron  and  steel  found 
moved  into  plumbing  business.  Now 
eludes  faucets,  household  accessories,  g 
erators;  company  also  owns  luxury  hot 
2  golf  courses.  Ownership  once  sprei 


has  plenty  of  advice  for  Mart  Millen.  coach  of  his  Detroit  Lions,  but  son  Bill  Jr.  has  grabbed  the  ball  at  Ford  Motoi 
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GLOBAL  POWER 

[ANOTHER  REASON  PSEG  HAS  WALL  STREET'S  ATTENTION] 
When  developing  power  plants  outside  the  U.S.,  you  must  have  a  strategy. 
One  that  carefully  weighs  the  risks  and  rewards.  Ours  is  a  proven,  disciplined 
approach.  The  product  of  a  decade  of  global  experience-from  Chile  to  China. 
We  carefully  analyze  the  economic,  social,  political  and  regulatory  landscape 
before  making  a  decision.  Our  goal  is  to  continue  to  successfully  build 
and  operate  generation  and  distribution  facilities  in  emerging,  deregulated 
growth  markets.  And  to  have  an  impact  on  the  local  economy  that  can  only 


be  described  as,  well,  powerful. 


PSEG 

11/'  tn/ihf  lli)  nuk  inorh  I 


THE  F( 
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among  300  shareholders;  Herb  led  drive 
to  consolidate  family  holdings  1998. 

Peter  Nicholas 

$1.4  BILLION 

Boston. 

60.  Married,  3  children 


Abele 


$1.3  BILLION 

Boston. 

63.  Married,  3  children 

AFTER  MEETING  AT  KIDS'  SOCCER 
match,  cofounded  Boston  Scientific  in 
1979:  catheters,  stents,  balloons,  other 
minimally  invasive  devices.  Nicholas: 
married  great-great-granddaughter  of 
pharmaceutical  mogul  Eli  Lilly;  current 
chairman.  Abele:  wife  a  descendant  of 
American  saint  Elizabeth  Anne  Seton. 
Sales  down  7%  last  year  to  $2.7  billion, 
now  rumored  takeover  target,  but  adrift 
in  a  sea  of  suits:  won  patent  infringe- 
ment case  against  Medtronic,  still  fight- 
ing with  Johnson  &  Johnson.  Another 
suit  alleges  mismanagement  at  Israeli 
partner  Medinol. 


$1.3  BILLION 

Washington,  D.C. 
44.  Married,  2  children 


m  Rales 


$1.3  BILLION 

Washington,  D.C. 
49.  Married,  3  children 

BROTHERS  BROKE  AWAY  FROM  DAD'S 
real  estate  business,  launched  Danaher 
(named  after  favorite  Montana  trout 


•  stream)  1982.  Turned  into  manufactur- 
ing conglomerate:  tools,  components, 
process-environmental  controls.  Rapid 
growth  through  acquisitions.  Recent 
purchases  include  Lifschultz  Industries, 
Microtest  and  United  Power,  but  $7  bil- 
lion deal  for  Cooper  Industries  rejected 
in  August. 

Sydell  Miller 

$1.3  BILLION 

Cleveland,  Palm  Beach,  Fla. 
63.  Widowed, 
2  children 

With  hairdressing  husband  (Arnold  d. 
1992),  started  eyelash  products  firm 
1971;  sold  for  $3  million  1984.  Really 
made  out  with  Matrix  Essentials:  high- 
end  hair  care,  beauty  product  firm 
started  out  couple's  Cleveland  basement. 
Sold  to  Bristol-Myers  Squibb  1994  for 
stock;  Sydell  still  thought  to  own  20  mil- 
lion shares.  Some  of  nest  egg  spent  on 
housing — land  for  for  Palm  Beach  house 
cost  $26  million — and  philanthropy — 
last  year  gave  $10  million  to  Case  West- 
ern Reserve  University. 

Jim  Jannard 

$1.2  BILLION 

San  Juan  Islands,  Wash. 
52.  Divorced,  remarried; 
7  children 

FOUNDER  OF  ULTRASTYLISH  SUN- 
glasses  and  accessories  maker  Oakley. 
Started  with  motorcycle  hand  grips  1975, 
goggles  1980;  sunglasses  1983.  Sales 
boosted  by  athletes  wearing  Oakley 
shades.  Expanded:  watches,  shoes,  ap- 
parel. Evasive  executive  tried  to  withdraw 
from  day-to-day  management  mid- 
1990s;  returned  as  chief  in  1999  after 


1  FOLLOW  THE  MONEY 

members  of  The  Forbes 
400  derive  their  fortunes  from 
media  and  entertainment. 

makeup  sells  we  I 
but  can't  turn  every  gal  into  Liz  Hurley.  I 

stock  plummeted.  Shares  up  100%  sinl 
Sideline  sport:  feuding  with  former 
Philip  Knight  over  patent  infringemei 

William  Clay  Ford 

$1.2  BILLION 

Grosse  Pointe  Shores,  M 

76.  Married, 
4  children 

GRANDSON  OF  HENRY  FORD.  HAND| 
over  the  board  chair  to  son  William  Jr 
1999,  but  is  still  largest  single  sharehok 
William  Jr.  has  joined  Jacques  Nasset 
"co-CEO"  role,  but  ride's  been  bum 
Ford  stock  jarred  by  falling  revenue  d 
Firestone  tire  debacle.  Active  phik 
thropist;  also  owns  pro  football's  DetD 
Lions. 

William  Cook  ] 

$1.1  BILLION 

Catheters,  medical  supplies. 
Bloomington,  Ind. 
69.  Married,  I  son 

CHICAGO  CABBIE  MOVED  TO  INDIA 
to  start  medical  instruments  firm.  Cj 
ated  new  cardiovascular  catheter  w 
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At  Pfizer,  it's  our  passion  for  what  we  do  that 
made  us  the  world's  leading  pharmaceutical  company. 

It's  also  due  to  our  belief  in  working  with  and 
recruiting  exceptional  people  with  diverse  backgrounds 
and  experiences.  We  know  the  only  way  to  attract  the  best 
people  is  to  offer  them  a  fulfilling  working  experience  with 
boundless  opportunities.  Perhaps  that's  why  Fortune®, 
Working  Mother  and  Hispanic  Magazine  have  consistently 
placed  us  on  their  "Top  100  Companies  To  Work  For"  lists. 
Want  to  learn  more  about  us?  Then  we'd  like  to  learn 
more  about  you.  Visit  us  at  pfizer.com  to  find  out 
how  we  can  help  each  other. 


Life  is  our  life's  work. 


www.pfizer.com 
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$1,500  blowtorch,  soldering  iron  and 
plastic  tubing.  Since  then  pacemakers,  sy- 
ringes, stents.  Manufactured  stent  device 
used  to  treat  Bob  Dole's  aneurysm;  team- 
ing up  with  rival  Guidant  to  develop  new 
stent.  Varied  interests:  one-time  John 
Mellencamp  tour  bus  driver.  His  Broad- 
way show  Blast!  pleased  audiences,  not 
critics,  this  year. 

Ronda  E.  Stryker 

$1.1  BILLION 

Portage,  Mich. 


NEW 


46.  Married,  3  children 


in  L.  Strvker 


$1.1  BILLION 
NEW 


Kalamazoo,  Mich. 
Single,  2  children 


Patricia  A.  Short 

$1  BILLION 

Fort  Collins,  Colo. 

Divorced. 

LOW- PRO]  ILL  GRANDCHILDREN 
NEW  of  Homer  Stryker  (d.  1980),  or- 
thopedic surgeon  who  invented  mobile 
hospital  bed.  Received  Army  contract 
during  WWII;  with  son  Lee  turned 
Kalamazoo-based  company  to  civilian 
market  after  war.  Invented  new  prod- 
ucts like  cast  cutter  that  spares  patient's 
skin.  Nonfamily  member  John  Brown 
has  led  firm  since  Lee  died  in  1976 
plane  crash;  took  public  1979.  Eldest 
sister  Ronda  sits  on  Stryker  board, 
trustee  of  four  institutions  including 


attention  is  diverted 
from  the  beauty  business  but  daughter 
Aerin  is  now  getting  her  arms  around  it. 


Kalamazoo  and  Spelman  colleges 
chitect  Jon  runs  own  firm  with  off] 
in  Kalamazoo,  Palm  Beach,  Fla.,  fu 
gay  and  lesbian  tolerance  progra 
great  apes  preservation  and  ot 
charitable  causes  through  his  Arj 
Foundation.  Patricia  funds  Color 
environmental  causes  through 
own  foundation. 

William  Morean 

$1.1  BILLION 

St.  Petersburg,  Fla. 
46.  Divorced,  remarried; 
3  children 

FATHER  FOUNDED  COMPUTER  EQt) 
ment  manufacturer  in  garage  in  1 
William  built  into  $4.5  billion  cj 
sourcing  outfit.  Swept  floors  for  cj 
went  to  Alaska  as  bush  pilot,  thei 
1977  at  age  22,  bought  51%  of  o| 
client  company  for  $100,000.  Client 
eventually  included  Cisco, 
Hewlett-Packard  and  Nortel.  Step 
down  from  chief  executive  post 
year. 


idney  Kimmel 


$1  BILLION 

Philadelphia 

72.  Married. 

ROOTS  IN  WEST  PHILLY;  COLLEGE  DR 
out  worked  way  up  from  knitting 
at  W.R.  Grace's  Jones  Apparel.  Boi, 
company  1975;  took  public  1991 
mains  chairman,  chief  executive.  V 
Jones  earnings  rebounding,  has  timt 
charity — says  he'll  give  away  entire 
tune.  Donated  more  than  $140  mil 
so  far — cancer  research,  the  arts,  Dj 
U.S.  Memorial  Holocaust  Musei 
'Plans  equally  large  gifts  to  health  c 
ters  this  fall.  Side  ventures  incl 
movie  production  company  (9  m 
Town  &  Country),  Wall  Street  he 
stake  in  basketball's  Miami  Heat, 
collection  (recently  paid  $5  millior 
a  Georgia  O'Keeffe).  Management 
cret:  "Look  how  much  time  I  sav 
not  playing  golf!" 


II 
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4  THE  PARALLEL  UNIVERSE,  IT  WAS  IMPOSSIBLE  TO  GET  EVERYONE  ON  THE  SAME  PAGE.  HERE,  THEY  FOUND... 

LOTUS  for  E-LEARNING 

Log  Entry,  Day  27:  This  company  was  able  to  plan,  create  and  deploy  an  e-learning  program,  thanks 
to  Lotus  LearningSpace""  software  and  IBM  Learning  Services  (together  known  as  IBM  Mindspan  Solutions™). 
People  learn  together  faster,  so  products  get  to  market  faster.  See  demo  at  lotus.com/visitmindspan 


iness  software 


IT'S  A  DIFFERENT  KIND  of  WORLD. 

YOU  NEED  A  DIFFERENT  KIND  of  SOFTWARE. 


1 
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John  H.  Krehbiel  Jr. 


$1  BILLION 

Lake  Forest,  III. 
64.  Married,  3  children 


Frederick  A.  Krehbiel 

$710  MILLION 
Hinsdale,  III. 
60.  Married,  2  children 

GRANDFATHER  INVENTED  MOLEX,  VER- 


Facing  big  debt  and  slow  sales, 

used  outside  investors  to 
inject  cash  into  his  chemical  empire. 


AlfroH 


Mann 


satile  plastic  used  for  flower  pots,  toys. 
Father  John  Sr.  moved  company  into 
electronics,  became  one  of  largest  manu- 
facturers of  optical  and  electrical  con- 
nectors. Last  year  reins  passed  to  Joseph 
King,  longtime  Molex  employee  and  first 
nonfamily  member  to  run  company,  but 
brothers  still  cochair  board. 


$1  BILLION 

Los  Angeles. 
75.  Divorced,  6  children 

SON  OF  ENGLISH  IMMIGRANT  GRcj 
raised  in  Portland,  Ore.  Sold  magai 
lemonade  during  Depression, 
physics  master's  from  UCLA,  foul 
sold  aerospace  companies  Spectrolal 
Heliotex  1960s.  Switched  to  biomed 
In  August  sold  MiniMed,  maker  cj 
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Average  net  worth  of  The 
Forbes  400  in  their  40s: 


sulin  pumps  for  diabetes  patients,  also  his 
private  Medical  Research  Group,  to 
Medtronic  for  $3.8  billion.  Philan- 
thropist: pledged  $270  million  to  USC, 
UCLA  and  Johns  Hopkins. 

Roger  Milliken 

$1  BILLION 

Spartanburg,  S.C. 
85.  Married,  5  children 

RUNS  MILLIKEN  &  CO.,  TEXTILE  MANU- 
facturer  founded  by  grandfather  Seth 
Milliken  in  1865.  Roger  joined  firm  in 
1939,  took  helm  in  1947,  remains  in  ac- 
tive control  at  85.  Barred  his  children 
from  management  role,  yet  fighting  to 
keep  ownership  strictly  in  family  hands. 
Outspoken  conservative,  helped  start 
Heritage  Foundation  1974;  also  influen- 
tial backer  of  protectionist  causes. 

John  Orin  Edson 

$960  MILLION 
Seattle. 

69.  Divorced,  remarried;  2  children 

YACHTING  FANATIC  FOUNDED  BAYLINER 
Marine  in  1955,  boatmaker  to  "every- 
man."  Streamlining  building  process — 
only  three  colors  available — lowered 
costs.  Sold  for  $425  million  to  Brunswick 
1986.  Proceeds  invested  primarily  in 
bonds,  some  stocks.  Also  Arizona  real  es- 
tate, including  large  industrial  airport 
plot  near  Scottsdale.  Continues  to  con- 
sult for  boatbuilders,  but  leaves  himself 
plenty  of  time  to  relax  on  161 -foot  yacht. 


'  V>i!P 

$920  MILLION 
Miami  Beach 
64.  Married. 


VERY  SUCCESSFUL  DERMATOLOGIST. 
Studied  at  U.  Penn,  Albert  Einstein  Col- 
lege of  Medicine.  Invented  disposable 
biopsy  device  in  1971.  Took  over  Key 
Pharmaceuticals,  sold  to  Schering-Plough 
in  1986,  then  founded  generic  drugmaker 
Ivax.  Big  drug:  Oxnol,  a  generic  form  of 
cancer  drug  Taxol.  Dropped  plans  to  sell 
company,  recently  bought  Chile's  largest 
pharmaceutical  firm.  Director  of  Whit- 
man Education  Group,  career  education 
company,  and  Northrop  Grumman.  Big 
Democratic  contributor.  Board  of 
Trustees,  University  of  Miami.  Board  of 
Governors,  American  Stock  Exchange. 

Edward  G.  Watkins 

$900  MILLION 

Concord,  Mass. 
65.  Divorced,  remarried;  2  children 

Since  sunglasses  baron 

returned  to  his  chief  executive  spot  in 

1999,  Oakley  stock  has  lit  up. 


j^yy  SUPERSECRETIVE  OWNER 

Simplex  Time  Recorder,  a  $8|| 
million  (sales)  fire  and  security  alarli 
installer  bought  by  Tyco  last  January  f 
$1.2  billion.  Grandfather  started  cor 
pany  1894,  held  first  patent  for  tirj 
clocks,  dominated  market.  Passed  on 
son  Curtis  1942.  Edward  took  o\^ 
1967,  diversified  business,  added  sec 
rity  systems.  Big  donor  to  Republic; 
Party,  local  hospitals  and  schools. 

Richard 
Manoogian 

$880  MILLION 

Grosse  Pointe  Farms,  Mich. 
65.  Married, 
3  children 

FATHER  ALEX  (D.  1996)  EMIGRATl 
from  Armenia,  founded  Masco  Coi| 
1929.  Made  building  products,  th 
Delta  faucets.  Richard  went  to  Yale,  thl 
helped  dad  turn  $55  million  compai 
into  $8  billion  empire.  Last  year  sold 
dustrial-parts  manufacturer  Ma 
coTech.  Recently  appointed  to  For 
board;  also  a  director  at  conglomer 
Metaldyne.  Now  draws  a  salary  a 
years  of  paying  himself  $1  a  year.  Pi 
sales  currently  worth  more  than  equ 
stakes.  Connoisseur  of  19th-centu| 
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DOES  THE  I 
(K)  STAND  i 

KANGAROOS'? 
■f  !..THAT'D  I 

HAVE  BEEN  A*^^ 


>*VU.lUcnO[nWt  AFTER  24 
-WUJUl^QS  YEARS,  A 
UlfC     T^ttlD  I'M  NO  tii 
I-WO-j  LONGER  •  • 
h  3  ^  m  5  h  AFRAID  TO 
JL<  ^  0     LOOK  DOWN. 

^Z°n:i  SHOULD 

<ir  :have:::* 

o5b • BEEN  A 
3(n:SHERPA. 


HOW  CAN  I  GET 
PROMOTED  IF  MY 
BRILLIANCE  GOES 
UNOBSERVED  BY 
MY  SUPERIORS? 

I  SHOULD 
have:::::.  ,  >    i  k 
STARTED 
INVESTING  AT:. 


HIS  AGE.aj^^i: 
^5o>i-ujho"sf-w^:' 


ill! 


People  issues  are  complex.  Managing  them  doesn't  have  to  be.  J ^X^Wl-LL 

sourcing  ■  HR  Technology  ■  Organizational  Change  ■  Talent  &  Reward  Strategies  ■  Retirement  ■  Health  Care 
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NEW 


American  art:  lends  massive  collection 
to  museums  and  galleries. 

John  M.  Gregory 

$810  MILLION 

Bristol,  Tenn. 
48.  Married; 

2  children 

BEGAN  AS  LOCAL  PHARMACIST  IN 
Kensington,  Md.  Moved  to  Virginia 
to  open  only  pharmacy  in  Bland  County, 
population  6,500.  Started  General  In- 
jectables  and  Vaccines  there  in  1984. 
Grew  to  $100  million  distribution  com- 
pany. Left  in  1993  to  found  King  Phar- 
maceuticals with  younger  brothers  Jef- 
ferson and  Joseph.  Took  public  in  1998; 
stock  appreciated  800%  since.  Acquired 
and  built  small  products  from  big  phar- 
maceutical companies.  Altace  blood  pres- 
sure pill  is  biggest  product.  Gives  to 
Christian-related  causes  through  King 
Pharmaceuticals  Benevolent  Fund. 

Norman  Hascoe 

$750  MILLION 

Semiconductors.  Greenwich,  Conn. 

72.  Married, 

3  children 

ENGINEER  STARTED  IN  1957  WITH  $8,000, 
tinkered  with  semiconductor  materials 
and  won  some  100  patents.  Sold  and 
bought  back  business  once,  then  sold  to 
AlliedSignal  in  1983  for  $100  million  and 
shares.  Sons  Lloyd  and  Andrew  oversee 
investment,  real  estate  portfolio. 

Malcolm  Glazer 

$740  MILLION 

sratc  Palm  Beach,  Fla. 

73.  Married,  6  children 

HIS  ZAP.COM,  AFTER  BRIEF  MOMENT  IN 
"New  Economy"  sun,  now  worth  zip.  His 
Zapata  Corp.  (previously  George  Bush 
Sr.'s  oU  and  gas  company)  back  to  ped- 
dling fish  oil  (Omega  Protein),  sausage 
wrapping  (Viskase  Companies).  Shored 
up  Zapata  price  with  1 -for- 10  reverse 
split  this  year — and  awarded  self 


$975,000  bonus.  Fared  better  with  restau- 
rant supplier  Specialty  Equipment — sold 
to  United  Technology  for  S600  million. 
Also  owns  NFL's  Tampa  Bay  Buccaneers. 

Richard  Haworth 

$725  MILLION 

Holland,  Mich. 
59.  Married,  3  children 

FATHER  CERRARD  STARTED  MODERN 
Products  furniture  business  1948; 
Richard  took  over  $10  million  (sales) 
business  1976.  Growth  fueled  by  acquisi- 
tions, most  recently  Swiss  manufacturer 
ELAN  Florian  Weber.  Haworth  now  S2.1 


billion  in  sales.  Richard  owns  majo 
stake,  four  sisters  split  the  rest. 

Charles  Gates  Jr 

$720  MILLION 

Denver. 

80.  Married,  2  children 

INHERITED  LARGE  STAKE  IN  FAMI1 
auto-parts  manufacturing  business  fi 
father  Charles  Gates  Sr.  Took  over  li 
expanded  into  car  batteries,  oil,  la 
sprinklers.  Sold  big  stake  in  Learjet.  S 
rubber  production  business  to  Tomi 
Pic.  in  1996  for  $1.1  billion  in  stock; 
gotiating  to  sell  shares  back  to  compai 
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As  he  completed  a  perfect  double  back  flip,  his 
eyes  could  now  make  out  the  small  sign  below 
Pool  Drained  for  Cleaning  -  and  he  remembered: 
"Back  straight.  Point  your  toes." 
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I  /hen  you've  got  Aquila  as  a  partner,  you  can  concentrate  on  what  you  do  best  -  and  let  us  deal  with  the  disasters, 
i  ecause  our  customized  risk  management  tools  prepare  you  for  the  twists  and  turns  your  business  must  face,  from 
Bandwidth  issues  to  bad  weather  to  the  negative  impact  of  high  energy  prices.  So  you  always  land  on  your  feet. 


lip  find  out  how  Aquila  can  put  your  company  on  solid  ground, 
Iflve  us  a  call  at  1-800-891-3687  or  visit  us  at  www.aquila.com. 


Aquila 


A  UtiliCorp  United  Company 


_I H EE 0 RBES  400   MAN UFACTUR1NG 


>.#  I  H I 


Fish  oil  sounds  better  now  that 

Internet  plans  tanked. 


Amar  Gopal  Bose 

$700  MILLION 

Framingham,  Mass. 

72.  Married, 
2  children 

MIT  GRAD  WITH  PH.D.  IN  ELECTRICAL 
engineering,  1956.  Started  Bose  Corp.  in 
1964.  First  contracts  with  U.S.  military, 
NASA;  introduced  first  factory-installed 
car  stereo  system  in  1982.  Today  one  of 
the  world's  biggest  manufacturers  of 
home  high-fidelity  speakers,  revenues 
$1.2  billion. 


iard  Wendt 


$700  MILLION 

Building  supplies,  resorts. 
Klamath  Falls,  Ore. 
70.  Married, 
3  children 

SECRETIVE  HEAD  OF  JELD-WEN,  150-DI- 
vision  conglomerate  best  known  for 
wood  products,  windows;  also  in  school 
equipment,  advertising,  timeshare  re- 
sorts. Annual  sales:  estimated  $2  bil- 
lion. Keeps  tight  lid  on  costs:  utilizes 
every  scrap  of  wood  in  his  mills,  plays 
hardball  with  unions.  Equally  parsimo- 
nious in  personal  life:  bets  for  pocket 
change  on  golf  links;  prefers  hole-rid- 
den loafers  to  Prada.  Actively  supports 


welfare-to-work  programs,  promotes 
privatization  of  Social  Security. 

Virginia 

McKnight  Binger 

$685  MILLION 

Wayzata,  Minn. 
85.  Married,  3  children 
(I  deceased) 

ONLY  CHILD  OF  WILLIAM  L.  MCKNIGHT 
(d.  1978),  South  Dakota  farm  boy  who 
rose  through  ranks  of  sandpaper  com- 
pany that  became  industrial  giant  3M 
Corp.  Honorary  chair  of  $2  billion  McK- 
night Foundation  started  by  father;  soon 
began  her  own  foundation  to  help  Min- 
nesota poor.  With  husband  also  owns 
stake  in  Jujamcyn  Theaters  in  New  York. 


James  Lee 
Clavton 


$680  MILLION 

Knoxville,  Tenn. 
67.  Twice  divorced,  remarried; 
4  children 

SHARECROPPER'S  SON  OWNED  USED  CAR 
lot  at  22;  broke  at  27.  Started  mobile  home 
business  1966.  Took  Clayton  Homes  pub- 
lic 1983.  Today  largest  U.S.  retailer  of  mo- 
bile homes.  Retired  as  CEO  1999.  Director 
of  Dollar  General.  Avid  sportsman,  jet 
pilot  and  philanthropist.  "Still  a  used  car 
salesman  at  heart." 

John  F.  Welch  Jr. 

$680  MILLION 

Fairfield,  Conn. 
65.  Divorced,  remarried; 
4  children 


Mn/tf  C<  )RPORATE  AMERICA'S  MOST 

mous  retiree  stepped  down  li 
month  after  20  years  atop  GE.  Join 
1960  with  chemical  engineering  Ph. 
from  U.  Illinois,  then  up  through  ran 
chief  executive  1981.  Earned  "Neutr 
Jack"  moniker  after  wiping  out  factori 
jobs,  divisions  where  company  was 
number  1  or  number  2.  Less  dras 
management  techniques — pushi 
"boundaryless"  sharing  of  ideas,  "! 
Sigma"  quality-control  regimen.  Resi 
GE  revenues  up  from  $28  billion  to  $1 
billion  during  his  tenure,  rewarded  w 
huge  options  grants.  Now  hitting  hi 
tings  to  earn  back  big  advance  on  Ja 
Straight  from  the  Gut.  Maybe  dictated 
only  recently  learned  how  to  type. 

John  W.  Brown 

$600  MILLION 

Kalamazoo,  Mich 

67.  Married, 
2  children 

j.—^.  PARIS,  TENN.  NATIVE  FOU1 
hardscrabble  roots  on  remote  fa 
ily  farm  strong  incentive  to  pursue  p 
fessional  life.  Chemical  engineering  < 
gree  from  Auburn.  Became  high-rank 
Squibb  executive,  then  chief  of  Strykei 
1977.  Turned  small  (1977  sales:  $18  n 
lion)  family  firm  known  for  cast  cutte 
hospital  beds  into  dominant  multii 
tional  medical-goods  supplier  (2C 
sales:  $2.3  billion).  Guided  into  artifii 
bone  and  joint  implants  now  account 
for  bulk  of  revenues.  Dyed-in-wool  I 
mocrat  active  in  local,  state  economic 
velopment  efforts.  Enjoys  golf,  but  car 
is  main  activity.'!  love  my  work,  1 1 
the  company  I  work  for  and  I  love 
business  we're  in."  So  do  sharehold 
stock  up  14,000%  since  1979  IPO. 


FOLLOW  THE  MONEY 


Average  net  worth  of  The 
Forbes  400  in  their  60s: 

$1.8  billion. 
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JWSIA  is  once  again  poised  to  we 
fresh  investment.  American  and 
companies  are  finding  that  after  a 
of  massive  -  and  sometimes 
-  economic  restructuring  prompted 
Asian  economic  crisis,  the  invest- 
climate  in  this  Southeast  Asian 
y  is  drawing  back  the  interest  of 
nd  familiar  companies, 
that  Malaysia  has  ever  been  a 
sell  to  investors.  Its  highly  deve- 
infrastructure,  relative  low  costs, 
workforce,  good  quality  of  life, 
al  stability,  and  English-speaking 
ce  have  all  worked  to  attract  for- 
vestment  over  the  years, 
laysia  has   become   a  very 
ss-friendly  place,"  said  a  Western 
at  based  in  Kuala  Lumpur, 
/ing  confidence  among  foreign 
xs  in  Malaysia  is  helping  to 
the  country's  medium-term  pros- 
especially  in  the  run-up  to  the 
n  of  the  ASEAN  Free  Trade  Area 


(AFTA)  at  the  start  of  2003  (ASEAN  is  the 
Association  of  South-East  Asian  Nations). 
While  gloom  and  prophecies  of  doom  have 
abounded  in  the  region  this  year, 
Malaysia  witnessed  its  strongest  ever 
period  of  foreign  direct  investment  (FDI)  ap- 
provals in  the  twelve  months  to  June  2001. 

Approved  FDI  in  Malaysia's  manufac- 
turing sector  has  increased  in  tandem 
with  the  rise  in  investor  confidence, 
rebounding  from  $3  billion  in  1998  to 
more  than  $5  billion  last  year. 

That,  in  part,  accounts  for  the  quiet 
confidence  expressed  by  the  Malaysian 
government  agency  in  charge  of  industrial 
promotion,  Malaysian  Industrial  Development 
Authority  (MIDA)  (www.mida.gov.my).  Its 
Chairman,  Zainal  Abidin  Sulong,  says: 
"Even  with  the  U.S.  economic  slowdown, 
our  overall  investment  flow  for  this 
year  will  be  respectable." 

He  adds:  "A  positive  trend  is  that  a 
growing  proportion  of  FDI  is  being  chan- 
neled into  higher  value-added  upstream 
and  downstream  activities  -  such  as 


product  design  and  development,  R&D, 
marketing  and  distribution." 

It's  not  only  steps  like  the  recent  con- 
solidation of  the  banking  industry  and 
improvements  to  corporate  governance 
that  have  boosted  confidence.  Malaysian 
economic  planners  have  set  into  motion 
a  massive  program  to  develop  knowl- 
edge-intensive industries  -  from  biotech- 
nology and  content  creation  to  Internet 
applications  and  smart  cards. 

With  every  country  in  the  region  and 
hemisphere  facing  growing  competition 
from  China,  and  with  immediate 
pressures  on  cost  factors  being  exerted 
by  its  neighbors,  Malaysia  has  been 
compelled  to  build  an  improved  platform 
for  growth  and  investment.  This  year's 
economic  slowdown  has  indeed  brought 
on  introspection,  and  with  it  a  willing- 
ness to  challenge  and  change  economic 
assumptions. 

"We  are  bullish  on  the  Malaysian 
economy,"  says  Ernest  Z.  Bower,  President 
of  the  U.S.-ASEAN  Business  Council. 


ADVbRTIStMtN   I  2. 


Zainal  Abidin  Sulong,  Chairman 
Malaysian  Industrial  Development 
Authority 

"Two  years  ago,  we  adopted  a  much 
more  pro-active  approach  towards 
attracting  FDI.  The  figures  are 
showing  expansion  and  new  invest- 
ment. This  proves  to  us  that 
investors  are  happy  here. " 

He  adds:  "Malaysia's  policy  approach 
of  establishing  a  strong  foundation  for 
future  growth  will  pay  dividends  if  good 
policies  are  implemented,  such  as  the 
reforms  embodied  by  the  Capital 
Markets  and  Financial  Sector  Master 
Plan,  customs  modernization,  the  focus 
on  developing  biotechnology  applications 
in  Malaysia,  and  other  areas." 

Bower's  bullishness  seems  to  be  part 
of  a  general  trend.  MIDA's  statistics 
show  that  for  2001,  the  number  of 
approved  manufacturing  projects  looks 
likely  to  exceed  last  year's  figure  of  805. 
What's  more,  till  June  this  year,  almost 
half  of  these  projects  were  reinvestment 
or  expansion  projects,  and  that  is  an 
excellent  indicator  of  the  confidence 
investors  have  in  the  country. 

Already  the  effects  of  the  govern- 
ment's $800-miilion  stimulus  package  - 
and  its  expansionary  fiscal  and  mone- 
tary policies  -  are  beginning  to  filter 
through,  as  can  be  seen  from  the 


Malaysia's  industrial  workforce  absorbs  new  skills 
demanded  by  high  technology  industries. 


stronger  growth  recorded  by  the 
construction  and  services  sectors. 

The  move  harks  back  to  September 
1998,  during  the  height  of  the  Asian 
economic  crisis,  when  selective  currency 
controls  were  introduced,  pegging  the 
Malaysian  ringgit  to  the  U.S.  dollar. 
Though  controversial  at  the  time,  it 
rapidly  puts  into  place  a  more  predictable 
business  environment. 

"Malaysia  took  appropriate  action  and 
American  companies  roundly  applauded 
the  move,"  says  Nicholas  Zefferys, 
President  of  the  American  Malaysian 
Chamber  of  Commerce,  "With  one  stroke 
Malaysia  eliminated  risk  and  capital 
outflow  and  gave  U.S.  companies  more 
confidence." 

On  a  number  of  fronts,  the  good  news 
outweigh  the  indifferent  news.  Palm  oil 
and  petroleum  prices  are  on  the  rise, 
tourist  arrivals  this  year  are  likely  to 
approach  a  record-breaking  10  million. 
And  for  industry,  fears  surrounding  the 
safety  of  the  ringgit  peg  have  receded  in 
the  face  of  a  weaker  U.S.  dollar  since 
mid-August.  What's  more,  foreign  ex- 
change reserves  topped  $27  billion  in 
mid-August  after  dipping  below  $26 
billion  in  July. 

The  Malaysian-American  Partnership 

Malaysia  and  the  U.S.  have  historically 
shared  a  robust  commercial  relation- 
ship. U.S.  exports  to  Malaysia  in  2000 
totaled  $13.6  billion,  while  imports  were 
$20.2  billion.  During  the  first  six  months 
of  2001,  two-way  trade  totaled  $15.3 
billion. 

The  U.S.  is  Malaysia's  top  export 
market.  For  the  U.S.,  Malaysia  is  its  11th 
largest  trading  partner,  which  places  it 
ahead  of  economies  like  Russia  and  India. 

According  to  U.S.  Department  of 
Commerce  data,  U.S.  direct  investment 
in  Malaysia  stood  at  just  slightly  under 
$6  billion  at  the  end  of  2000.  making  the 
U.S.  Malaysia's  number  one  investor. 


Those  commercial  ties  recently 
boost  from  Intel,  the  world's  bi 
maker  of  computer  CPUs, 
announced  the  establishment  o 
design  centers  in  Malaysia.  Engi 
and  designers  from  Intel  Malaysia  \ 
deployed  to  create  and  design  i 
processors  for  the  next  generatior 
and  networks. 

"We  intend  to  make  Malaysia  a  s 
cant  cornerstone  in  manufacturing 
nology  as  we  are  moving  from  testir 
technology,  assembly  and  pack, 
and  now  we  use  the  facility  for  eng 
ing  capability,"  says  Intel  Corp.  Pre: 
and  CEO  Craig  Barrett.  Intel's  cumi 
investment  in  manufacturing  facilit 
the  northern  state  of  Penang  and 
boring  Kulim  now  stands  at  $1.9  bi 

And  Intel  has  company.  Major 
investors  with  manufacturing  fac 
include  Motorola,  Dell,  Eastern  Che 
GE  Aircraft  Engines,  and  Agilent. 

Says   Zefferys:    "No  matter 
industrial  sector  you  look  at,  you' 
an  American  presence  here.  It  is  very  di\ 

Motorola  Malaysia  has  been  a  re 
for  27  years,  and  has  more  than 
billion  in  investments  in  place. 

"Like  many  other  electronics  c 
nies,  Motorola  was  attracted  b 
country's  high-quality  infrastructi 
business-friendly  bureaucracy,  and, 
importantly,  its  skilled,  educated 
force,"  says  Ramli  Abbas,  Vice  Pre 
and  Country  Manager,  Motorola  Ma 

Quick  Facts  on  Malaysia 

Land  Area:  127,000  sq.  mile* 

Population:  23.3  million 

OOP  2000:  $55.1  billion 

GDP  Per  Capita:  $3,642 

OOP  Growth  2000:  8.5% 

Total  Exports  (f.o.b.):  $98.1  billion 

Total  Imports  (f.o.b.):  $77.2  billion 

US-Malaysia  Bilateral  Trade  2000:  $36.5  bllll 

Approved  Manufacturing  Investment  2000:  $8.8  I 

Human  Development  Index:  83.2 

Adult  Literacy:  83% 

Cost  Of  Living  (NY=100):  67 
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sia 's  Multimedia  Super  Corridor 


s  lacii:  tysia  Spawns  a  Technology  Haven 

-  •ie  huge  driver  of  technology  and 
; "ledge  education  is  the  Multimedia 
)■  'Mm  Corridor  (MSC).  Malaysian  Prime 
H  !4ter  Mahathir  Mohamad  launched 
sterr  Cne-Wjfty  kilometers  long  and  15  wide 
[tat  |  9  miles)  corridor  in  1996.  Run  by 
nigh-powered  one-stop  agency,  the 
media  Development  Corporation 
"sveitoij:),  it  comes  complete  with  world- 
•  •  infrastructure,  modern  real  estate 
opments,  a  new  federal  administra- 
te    center,    new    universities  and 
ironies !  rch  institutes.  It  is  well  connected 
i      an  integrated  logistical  hub  of 
iiiastmcft  highways,  high-speed  rail  links, 
tied    together    by    a  2.5-10 
ts  digital  fiber  optic  backbone. 
MDC  (www.mdc.com.my)  says  that 
iupply  of  knowledge  workers  in 
sia  has  increased  to  the  point 
companies  in  the  MSC  have  been 
to  meet  their  demand  for  high 
jr   knowledge   workers.   Of  the 
Million  strong  workforce  in  2000, 
lit  20  percent  were  regarded  as 
sdge  workers. 

['ive  short  years,  the  MSC  has 
i  transform  Malaysia  into  a  know- 
'ich  society,  poised  to  create  an 
nultimedia  environment  for  leading 
3ian  as  well  as  international  IT  and 


m 

(lion 

OWi 
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multimedia  companies  -  or  those  that 
have  the  potential  to  become  world-class 
over  time. 

Of  more  interest  to  the  younger,  tech- 
savvy  and  entrepreneurial  Malaysians, 
the  MSC  has  rapidly  spawned  home- 
grown start-ups,  whose  applications  are 
already  being  used  in  Malaysia  and  over- 
seas. Today  the  Government  Multi- 
purpose Card  is  a  flagship  application, 
now  being  rolled  out  to  some  two  million 
citizens.  And  advance  testing  has  begun 
on  the  e-government  procurement  and 
project  monitoring  system. 

As  of  end-August  2001,  554  MSC 
status  companies  have  been  approved, 
of  which  46  are  of  international  world- 
class  stature.  By  2003,  the  number  is 
expected  to  reach  750  and  70  respectively. 

Many  companies  are  drawn  to  the 
MSC  by  a  10-point  Bill  of  Guarantees 
granted  to  firms  that  attain  MSC  status, 
such  as  tax  holidays  and  relaxed 
employment  regulations  as  well  as 
ownership  requirements. 

Export  sales  of  MSC  status  companies 
which  engage  in  businesses  ranging 
from  the  Internet  and  software  develop- 


The  Century  Square  complexes.  By  end  2001. 
these  "intelligent"  office  complexes  will  house 
as  many  as  100  MSC  status  companies. 
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Multimedia  Super  Corridor 


The  Street  Mall 
mall. 


Cyberjaya's  very  own  suburban 


Othman  Yeop  Abdullah,  Executive  Chairman 
Multimedia  Development  Corporation 
Sdn  Bhd 

"MDC  will  double  Its  efforts  In 
drawing  more  US  companies  to 
locate  in  the  MSC,  and  benefit  from 
the  comprehensive  package  that 
we  have  put  together. " 

ment  to  content  development  and  net- 
working -  is  expected  to  reach  $263  mil- 
lion this  year. 

Says  Othman  Yeop  Abdullah,  Executive 
Chairman  of  the  MDC:  "The  interesting 
phase  is  just  about  to  start  as  we  begin 
the  roll  out  of  the  Flagship  Applications 
to  the  rest  of  the  country  and  see  the 
success  stories  of  the  Malaysian  ICT 
companies." 

Much  of  the  guidance  for  the  MSC  and 
its  flagship  applications  come  from  the 
International  Advisory  Panel  which 
includes  Microsoft's  Bill  Gates,  Sun 
Microsystems'  Dr.  John  Gage  and  Acer's 
Dr.  Stan  Shih. 

To  spur  the  growth  and  development  of 
the  high  value  creative  multimedia  indus- 
try, the  MSC  launched  the  E-Village  in 
September  last  year.  This  latest  develop 
ment  and  initiative  is  expected  to  propel 
the  MSC  to  become  the  regional  hub  for 
media  and  content  development  through 
the  provision  of  state-of-the-art  film  and 
sound  studios,  digital  animation  studios, 
academies  and  support  facilities  for  the 
film  making  and  content  development 
industries. 

Forging  the  Path  for  Future  Growth 

But  let's  not  forget  that  Malaysia's 
economy  is  relatively  broad-based.  The 
share  of  external  to  total  demand  in 
Malaysia  is  only  57  percent  -  in  neighboring 
Singapore  the  share  is  73  percent.  And 
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Mohd  Hassan  Marican,  President  and  CEO 
Petroliam  Nasional  Berhad 

"Together  with  our  partners, 
PETRONAS  is  optimistic  of  the  petro- 
chemical industry's  long-term 
prospects  and  takes  the  view  that 
investments  in  the  sector  will  provide 
the  impetus  and  momentum  to  sup- 
port Malaysia's  industrialisation  pro- 
gramme and  overall  development " 

if  Cyberjaya  is  a  new  economy  signpost, 
the  "old  economy"  industries  are  no 
slouches.  Take  Malaysia's  petrochemical 
industry,  which  has  come  a  very  long  way 
indeed  from  the  launch  of  two  PVC  resin 
plants  way  back  in  1972. 

Since  then,  the  country  has  worked 
hard  to  develop  the  infrastructure  needed 
to  facilitate  the  growth  of  the  industry.  All 
the  activities  have  been  fuelled  by  an 
ambitious  desire  to  make  Malaysia  a 
regional  petrochemical  hub,  and  with  the 
help  of  MIDA,  the  industry  is  getting  there. 

The  engine  of  petrochemical  growth  in 
Malaysia  is  of  course  PETRONAS 
(www.petronas.com.my),  widely  regarded 
as  one  of  the  best-managed  companies 
in  the  country  and  a  key  player  in 
Malaysia's  development.  It's  a  corporate 
heavyweight  in  Malaysia  and  the  region, 
as  conspicuous  as  the  world-famous 
PETRONAS  Twin  Towers  that  soar  above 
Kuala  Lumpur. 

PETRONAS  is  creating  a  regional  petro- 
chemical hub  through  the  creation  of 
integrated  petrochemical  complexes, 
which  link  within  plants  and  between 
common  infrastructure  and  support  facil- 
ities. And  a  key  factor  that  will  drive 
growth  for  these  complexes  is  foreign 
direct  investment  -  the  ethylene-based 
complex  in  Kertih  alone,  on  the  east  coast 
of  peninsular  Malaysia,  is  budgeted  at 
$3.5  billion. 

"PETRONAS  has  been  complementing 


the  government's  efforts  in  securing  for- 
eign investors  with  the  appropriate  tech- 
nology and  expertise  to  invest  in  the 
country's  petrochemical  industry.  We 
are  glad  to  note  that  these  efforts  have 
been  successful  amidst  strong  regional 
competition,"  says  Mohd  Hassan  Marican, 
PETRONAS'  President  and  CEO,  "Together 
with  our  partners,  PETRONAS  is  optimistic 
of  the  petrochemical  industry's  long-term 
prospects  and  takes  the  view  that  invest- 
ments in  the  sector  will  provide  the  impe- 
tus and  momentum  to  support  Malaysia's 
industrialisation  programme  and  overall 
development." 

Some  of  the  world's  best  and  biggest 
players  have  come  in  for  long-term 
investment  in  Malaysia's  petrochemical 
sector,  including  familiar  names  like 
BASF,  BP,  ExxonMobil,  Shell  and  Dow 
Chemical  Company.  But  development  of 
this  sector  will  not  be  limited  to 
PETRONAS  and  its  partners.  Small  and 
medium-sized  companies  have  also  been 
tapped  to  help  cultivate  downstream 
manufacturing  activities. 

It  has  been  a  period  of  steady  consoli- 
dation and  growth  for  PETRONAS,  which 
in  1999  turned  25.  In  these  years,  it  has 
become  a  world  ciass  oil  and  gas  com- 
pany with  integrated  activities  in  upstream 
exploration  and  production,  downstream 
oil  refining,  marketing  and  distribution  of 
petroleum  products,  trading,  gas  pro- 
cessing and  liquefaction,  gas  transmission 
pipeline  operations,  LNG  marketing,  petro- 
chemical manufacturing  and  marketing, 
as  well  as  maritime  and  logistics.  It  has 
business  interests  in  more  than  20 
countries  and  now  ranks  as  one  of  the 
world's  largest  corporations. 

A  Cutting  Edge  Talent  Pool 

The  key  to  Motorola's  happy  relationship 
with  Malaysia  is  the  country's  people. 
Human  resources  are  kept  trained,  skilled 
and  internationalized  and  that's  why 
Motorola  employs  some  8,000  Malaysians. 


A  large  proportion  of  the  country's  b 
goes  into  education,  which  also  aco 
for  the  fact  that  education  is  toe 
$4  billion  a  year  business. 

Some  150,000  Malaysians  have  er 
at  U.S.  educational  institutions  z 
according  to  U.S.  data.  In  any  given! 
10,000-12,000  Malaysia  students  ml 
late  at  U.S.  schools,  which  accounts  fM 
large  number  of  U.S.  colleges  with  twl 
programs  in  the  country. 

Foreign  business  leaders  in  Malaysia  I 
out  that  a  testament  to  the  high  quality  ' 
human  resource  base  is  that  more  th; 
percent  of  the  managers  of  electrica 
electronics  companies  here  are  Malay: 

"Our  people  move  easily  into 
technology  and  can  come  up  with  pro 
second  to  none,"  says  MIDA's  Zain 

Malaysia:  Your  Profit  Center  in 

The  ASEAN  Free  Trade  Area  is  jus 
a  year  away,  and  Malaysia  is  attr? 
increasing  attention  as  an  ideal  s 
board  into  ASEAN,  comprising  ten 
tries,  with  500  million  people,  a 
gross  domestic  product  of  $750  bi 

Says  Zefferys  of  the  Ame 
Malaysian  Chamber  of  Commerce: 
is  one  of  the  most  diverse  countr 
the  world.  If  you  don't  have  time  tc 


Gas  Processing  Plant  in  Kertih 

its 


the  rest  of  Asia  just  visit  Malaysia  if 
will  find  everything  here;  you'll  find  '= 
Asia  here.  That  diversity  is  whai  1 

Oil 

companies  view  as  one  of  their 

Si 

significant  strengths:  that  Malaysia  s 
as  a  prime  gateway  to  Asia  for  compa 
"Malaysia  provides  a  cost-compe  E, 
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phing  pad  for  American  companies 
tie  ASEAN  and  East  Asian  markets. 
Jre  currently  positioning  Malaysia  as 
i;t  saving  center  for  doing  business 
!p  of  the  other  compelling  factors  of 
i V1SC,"  says  the  MDC's  Othman. 
h  China  on  course  to  enter  the 


aunts  it 


I  Trade  Organization  and  become 
'orld's  biggest  economy,  Malaysian 
anies  and  the  government  have 
ted  up  their  engagement  with  their 
northern  neighbor.  As  an  indicator 
Malaysifat's  to  come,  this  April,  Malaysia's 
ank  opened  a  new  branch  in 
|hai,  and  Petronas  now  has  LPG 
nailing,  bottling  and  distribution 
tions  in  China, 
lal  says  that  with  Malaysia's  large 
:  se  community,  the  country  has 
t  i  all  manner  of  commercial  links 
_  :,  ;hina.  "We  like  to  see  China  as  a 
sr,  not  as  a  threat,"  he  said. 
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|)iverse  Malaysia 

in    opportunities    for  foreign 

i 

3nies  ana  talent  to  enter  Malaysia 
ost  as  diverse  as  its  biodiversity, 
aysia  ranks  as  one  of  the  12  mega 
ersity  areas  of  the  world.  This  has 
5d  biotechnology  to  become  a  key 
:ry  for  Malaysia  to  help  boost 
mic  growth,  spur  entrepreneur- 
nd  enhance  job  creation. 
National  Biotechnology  Directorate 
/nbd. mastic. gov.my),  launched  in 
spearheads  the  industry  through 
mation  of  seven  centers  of  excel- 
Animal,  Biopharmacy,  Environmen- 
ustrial,  Food,  Medical,  Molecular  Bi- 
nd Plants  Biotechnology  Cooper- 
They  encourage  scientists  to 
ake  R&D  and  the  commercializa- 
new  products  that  will  require 
ic  and  foreign  investors  or  partners, 
rately,  the  National  Biotechnology 
ioinformatics  Network  (NBBnet) 
tes  bioinformatics  or  the  circula- 
f  biological  information  among 
3  in  the  field. 

jl  U.S.  Massachusetts  Institute  of 
jilogy  (MIT)  is  already  working  with 
ia  on  a  research  and  technical 
;  program  on  biotechnology.  The 
ia-MIT  Biotechnology  Partnership 
(MMBPP)  is  a  venture  in  R&D 


to  create  a  unique  resource-based 
biotechnology  industry  for  Malaysia. 

Alliances  with  Japan,  countries  in 
Europe  and  ASEAN  have  been  estab- 
lished. Malaysian  companies  like 
Kumpulan  Guthrie  Berhad,  Golden  Hope 
Plantation  and  Sime  Darby  Plantation 
have  already  planned  biotech  ventures. 

Malaysia  is  committed  under  the  8th 
Malaysia  Plan  to  build  three  new  nation- 
al biotechnology  institutes,  which  will 
specialize  in  genomics  and  molecular 
biology,  agricultural  biotechnology,  phar- 
maceutical and  nutraceuticals. 

Using  the  cluster  growth  concept, 
special  attention  will  be  given  towards 
using  biotechnology  to  increase  food 
production,  protect  the  environment  and 
improve  health  care. 

Malaysia's  thrust  into  biotechnology  is 
located  in  the  Multimedia  Super  Corridor. 
"BioValley  Malaysia"  will  house  three 
new  biotech  institutes  supported  by 
existing  R&D  institutions  and  universities; 


Law  Hieng  Ding 

Minister  of  Science, 
Technology  and  the 
Environment,  Malaysia 

"Malaysia  has  much  to 
offer  for  drug  discoveries,  strategic 
partnerships  and  biotechnology  busi- 
ness development." 

and  a  Business  Development  Direc- 
torate, a  one-stop  shop  for  advice,  appli- 
cations and  commercialization.  BioValley 
Malaysia  is  expected  to  create  some 
17,000  jobs,  250  companies,  and 
attract  investments  of  around  $13  billion. 

In  October  2002,  Kuala  Lumpur  will 
host  BioMalaysia  2002,  an  event  that 
will  bring  together  investors,  academics, 
venture  capitalists  and  senior  executives 
from  major  bioscience  industries.  Bio- 
Malaysia  2002  will  also  serve  as  an  ex- 
cellent chance  for  guests  to  view  firsthand 
the  incredible  biodiversity  in  Malaysia.  ■ 


2002 
BioMalaysia  2002 

International  Biotechnology 
Symposium,  Exhibition  and 
Business  Partnering 


Registration  and  Further  Information 
Secretariat  of  BioMalaysia  2002 
National  Biotechnology  Directorate  (BIOTEK) 
Ministry  of  Science,  Technology 
and  the  Environment 
Level  3,  Block  C4  Parcel  C 
Federal  Government  Administration  Centre 
62662  Putrajaya,  Malaysia 
Fax:  +60-3-8888-4050 
Email:  biom2002©mastic.gov.my 
URL:  http://nbd.mastic.gov.my 
Organized  by: 


Malaysian  Mega  Biodiversity  for: 
Biotechnology  Symposium 
Biotechnology  Business  Partnership 
Trade  Exhibition 
Public  Awareness 
BioTourism 


Imp 

Ministry  of  Science,  Technology 
and  the  Environment,  Malaysia 


By  Wendy  Moore 

Malaysia  has  all  the  ingredients  for  a 
perfect  holiday:  it's  tropical,  it's  exotic,  it 
has  fabulous  and  luxuriously  appointed 
resorts  and  great  transportation 
infrastructure,  but  most  importantly,  its 
multi-ethnic  population  is  friendly  and 
hospitable. 

Comprising  Peninsular  Malaysia, 
which  forms  Asia's  south-eastern 
extremity,  as  well  as  the  states  of  Sabah 
and  Sarawak  on  the  rich  tropical  rain 
forested  island  of  Borneo,  Malaysia  is 
home  to  a  diverse  population  of  23 
million,  with  a  geography  and  topography 
that  is  equally  as  varied. 

Malaysia  is  seen  as  a  nation  that  by 
its  own  diversity  and  versatility  has  man- 
aged to  keep  visitors  both  intrigued  and 
delighted.  With  its  multi-ethnic  popula- 
tion, its  delicious  cross-cultural  cuisines, 
and  its  paradoxical  blend  of  old  and  new 
world  charms,  Malaysia  certainly  can  live 
up  to  its  reputation  as  being  a  fascinat- 
ing blend  of  the  new  Asia  and  the  old. 


In  the  modern  metropolis  of  Kuala 
Lumpur  you  can  marvel  at  the  world's 
tallest  buildings,  but  at  the  same  time 
survey  the  world's  oldest  rainforests  in 
the  hills  beyond.  You  can  take  in  the 
scenery  from  relaxing  super  highways,  or 
rough  it  out  on  four-wheel-drive  trails  into 
the  rugged  interior.  You  can  mall  crawl 
through  some  of  Asia's  most  exciting 
retail  therapy  -  with  three  mega  shopping 


carnivals  happening  annually  -  or  discover 
a  fabulous  array  of  everything  from  arts 
and  crafts  to  antiques  in  the  night 
markets. 

The  nation  has  long  been  the  regional 
leader  in  the  creation  of  national  parks 
and     spearheading  eco-tourism. 
Kinabalu  National  Park  in  Sabah  is  the 
first  to  acquire  World  Heritage  status. 
Taman  Negara,  Peninsular  Malaysia's 
first  national  park,  offers  great  wildlife 
viewing  and  extreme  trekking,  while 
the  newly  created  Belum  Reserve  has 
become  one  of  the  country's  hottest 
adventure   destinations  with  frequent 
elephant  sightings.  There's  unequalled 
game  fishing, 
heart-stopping 
white-water 
rafting, 
mountain-bike 
discovery 
tours,  absailing, 
as    well  as 
some  of  the 
best  diving 
actions. 


TRULY  ASI 


The  mountainous  heart  land,  shr 
in  million  year-old  rainforests,  is  he 
a  diverse  wildlife  -  from  tigers  to  ti 
as  well  as  hosting  an  astonishing 
world,  where  new  plants  and  even 
cures  are  still  being  discovered. 

Beaches  are  just  as  varied.  In  fa 
entire  east  coast  of  Peninsular  Mc. 
is  really  one  immensely  long  beach 
spersed  with  idyllic  fishing  village! 
charming  off-the-beaten-track  towr 

Eating  out  is  by  consensus  the 
popular  activity  in  Malaysia  and  i1 
hard  to  see  why.  The  choice  in  tasty 
is  spectacular  and  runs  the  gamu 
humble  street  stalls  to  5-star  h< 
villas  where  new-age  chefs 
cutting-edge  Asian  fusions. 


Looking  for  a  new  Asian  destin 
Then  it's  time  to  discover  Malays 
natural  and  ethnic  diversity, 
cultural  heritage,  coupled  wil 
hospitable  peoples  and  efficient 
portation  make  traveling  noi 
visually  and  culturally  enrichin 
also  socially  stimulating  and, 
importantly,  different.  ■ 

For  more  information,  visi 
Tourism  Malaysia  websites: 
www.tourismmalaysia.gov.mi 
www.malaysiamydestination 


Sense  all  of  asia  in  Malaysia. 


y  in  colourful  Malaysia  will  you  experience  all  the  varied  faces 
facets  of  Asia  in  one  place.  The  harmonious  interweaving 
the  continent's  greatest  cultures  and  civilisations  - 


Malay,  Chinese,  Indian  and  other  ethnic  groups  -  offers  the 
traveller  more  sights,  sounds,  smells,  tastes  and  feel  than 
anywhere  else.  So  come,  and  let  us  reawaken  all  your  senses. 


URISMffc^~  Los  Angeles:  818  West  7th  Street,  Suite  970,  Los  Angeles,  CA  90017-3432,  USA.  Tel:  (213)  689  9702  Fax:  (213)  689  1530  E-mail:  malinfo@aol.com 
AAl  AvS|  A  N<w  York]  120  Ea"  56,h  S"'ee''  S"'"'  8Wl  Neu'  Ywk"  NY  10°22.  USA.  Tel:  (212)  754  1113/1114  Fax:  (212)  754  1116  E-mail:  mtpb@aol.com 
'  IMLMI  JIM     Websites:  www.tourismmalaysia.gov.my    www.visitmalaysia.com    Portal:  www.malaysiamydestination.com 
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Will  work  for  (very  large)  tips: 
These  entrepreneurs  make  their 
money  placing  your  bets,  booking 
your  flight  or  putting  on  a  show. 


Robert  Pritzker 

$5.5  BILLION 

Hotels,  investments.  Chicago. 

75.  Twice  divorced,  remarried; 

5  children 

Thomas  Pritzker 

$5.5  BILLION 

Hotels,  investments.  Chicago. 

51.  Married,  3  children 

UNCLE  AND  NEPHEW  RUN  99-YEAR-OLD 
family  empire,  recently  blemished  by  in- 
vestment in  now-insolvent  Superior 
Bank.  Robert  and  brother  Jay  (d.  1999) 
inherited  business  started  by  grandfather 
Nicholas  1902.  Robert  oversees  Marmon 
Group  conglomerate;  Jay's  son  Thomas 
heads  Hyatt  hotel  chain.  Other  holdings: 
Royal  Caribbean  Cruises,  real  estate. 

Micky  Arison 

$4.6  BILLION 
Carnival.  Bal  Harbour,  Fla. 

52.  Married,  2  children 

FATHER  TED  (D.  1999)  STARTED  CARNI- 
val  Cruise  Lines  1972;  Micky  took  helm 
1979  after  father  moved  to  Israel.  Today 
world's  largest  cruise  operator  with  43 
ships.  Sales:  $3.8  billion.  Owner  pro  bas- 
ketball's Miami  Heat. 

Charles  Schwab 

$4  BILLION 

Discount  stock  brokerage. 

Atherton,  Calif. 

64.  Married;  5  children 


FOUNDER  OF  NATION'S  LARGEST  Dis- 
count broker  seeing  company's  fortune 
ebb  with  the  demise  of  day-trading  wave. 
Stock  down  70%  in  past  year,  volume 
suffering.  Company  adding  "full-service" 
arms.  With  takeover  rumors  swirling,  re- 
asserting influence  after  taking  backseat 
to  Co-Chief  Executive  David  Pottruck. 
Shouldered  blame  for  overspending  on 
Internet  as  market  collapsed;  back  as  TV 
pitchman.  Dyslexic,  funds  programs  for 
kids  with  learning  disorders. 

Stephen  Bechtel  Jr. 

$3.5  BILLION 
Engineering,  construction.  SF. 

76.  Married. 

Riley  Bechtel 

$3.5  BILLION 
Engineering,  construction.  SF. 

49.  Married,  3  children 

GREAT-GRANDDAD  WARREN  STARTED 
construction  colossus  Bechtel  Group 
building  railroads  in  1890s  Oklahoma 
Territory.  Later:  Hoover  Dam,  Oakland 
Bay  Bridge.  Dad  Stephen  Jr.  took  reins 
1960,  built  nuclear  plants,  Alaska 
pipeline,  Chunnel.  Riley  now  learning 
ropes:  Internet  forays  (Webvan,  iMo- 
tors.com)  duds,  but  $1  billion  pact  for 
new  terminal  at  O'Hare  more  promising. 

Jack  Taylor 

$2.8  BILLION 

Enterprise  Rent-A-Car.  St.  Louis,  Mo. 
79.  Married,  2  children 
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His  legal  fees  have  earned  him  enough 
to  buy  a  sports  team,  but  Joe  Jamail  is 
taking  a  pass.  "I'd  rather  have  a  boil." 


ONETIME  FIGHTER  PILOT  STARTED  CAR 
leasing  company  in  Cadillac  body  shop, 
1957.  Named  company  after  his  WWII 
carrier  U.S.S.  Enterprise.  Business  took 
off  in  1970s  when  courts  made  insurance 
companies  pay  for  replacement  rentals. 
Son  Andrew,  53,  oversees  company  with 
$5.6  billion  revenues.  Daughter  Jo  Ann 
heads  Enterprise's  charitable  foundation. 

Robert  Rowling 

$2.5  BILLION 

Hotels,  investment.  Dallas. 

48.  Married,  2  sons 

FORMER  OILMAN  NOW  INVESTING  IN 
luxury  rooms.  Main  holding:  Omni  Ho- 
tels. Recently  paid  $65  million  for 
William  Penn  Hotel  in  Philadelphia.  Be- 
hind efforts  to  revitalize  sagging  down- 
town Corpus  Christi.  Former  corporate 
lawyer  joined  father's  Tana  Oil  &  Gas 
business  1972,  sold  production  units  to 
Texaco  1989;  10  years  later  sold  offshore 
exploration  division  to  Unocal  for  $114 
million.  Donates  to  Christian  youth  or- 
ganizations, drug  rehab  centers. 

Martha  Ingram 

$2.3  BILLION 

Inheritance.  Nashville. 

66.  Widowed;  3  sons,  I  daughter 

WIDOW  OF  BRONSON  INGRAM  (D.  1995), 
who  inherited  father's  oil  and  barge  busi- 
ness in  1963.  Took  computer-distributor 
Ingram  Micro  public  1996.  Rest  of  pri- 
vately held  Ingram  Industries  conglom- 
erate split  between  barges,  books  and  in- 
surance; each  son  runs  a  division.  Active 
arts  supporter  in  Nashville. 

Glen  Taylor 

$1.8  BILLION 
Printing.  Mankato,  Minn. 
60.  Married,  6  children 

HIS  TAYLOR  CORP.  DOMINATES  THE  INVT- 


tation  market,  with  an  estimated  $1.8  bil- 
lion in  annual  sales.  Minnesota  farm  boy 
worked  his  way  through  college  with  wed- 
ding-invitation printer.  In  1975  convinced 
retiring  owner  to  sell  company  for  $2  mil- 
lion, paid  over  10  years.  Paid  off  early.  Also 
owns  pro  basketball's  Minnesota  Timber- 
wolves;  earned  suspension  last  year  for 
bending  rules  on  player  contract. 

Richard  T.  Farmer 

$1.8  BILLION 
Cintas  Corp.  Cincinnati. 
66.  Married,  3  children 

RAGS-TO-RICHES  STORY  OF  SORTS: 


grandfather  started  industrial  rag  de 
ing  business  1929,  Richard  joined  IS 
Started  new  company  1968,  later 
quired  grandfather's  business  and  b 
Cintas  into  nation's  largest  uniform  si 
plier  with  annual  sales  of  $2.2  billion 

Thomas  Frist  Jr. 

$1.7  BILLION 

HCA  Healthcare.  Nashville. 

63.  Married,  3  children 

MEDICAL  DOCTOR  FOUNDED  HOSPI 
Corp.  of  America  with  father  after  still 
Air  Force  flight  surgeon.  Merged  w 
Columbia  Healthcare  1994.  Yanked 
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we  generate 


Hindsight  may  be  20/20.  But,  at  Duke  Energy,  foresight  has  to  be  perfect  too. 
Energy  risk  management  is  complex. 

Energy  prices  are  filled  with  jagged  peaks.  Precipitous  drops. 
Smooth  terrain  in  the  deregulated  energy  market  requires 
rtnership  with  people  who  have  the  ability  to  clearly  see 
the  opportunity  beyond  your  horizon. 

As  a  leader,  you're  expected  to  have  vision. 

But  not  to  be  clairvoyant  about  energy  prices. 
At  Duke  Energy,  we  help  companies  and  communities  manage  their  energy  price  risk. 

We  help  reduce  costs  and  improve  financial  performance. 
We're  generating  a  new  source  of  energy.  It's  the  power  of  innovation.  Of  experience. 
And,  above  all,  it's  the  power  of  results. 
Results  generated  by  20/20  foresight. 


BkDuke 

140  Energy? 

we  generate  what's  next' 


Duke  Energy  generate  for  you?  Visit  us  at  www.duke-energy.com  or  1-800-use-duke. 
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of  semiretirement  in  1997  to  guide  med- 
ical services  firm  through  Medicare 
billing  scandal  for  which  company  paid 
$745  million  in  fines.  Stepping  down 
again  after  nursing  firm  back  to  health. 

B.  Thomas 
Golisano 

$1.7  BILLION 
Paychex.  Rochester,  N.Y. 
59.  Divorced,  2  children, 
2  stepchildren 


GOT  RICH  USING  OTHER  PEOPLE'S 
money.  Started  Paychex  payroll  business 
with  $3,000  1971;  took  public  1 983;  now 
handles  the  books  for  more  than  350,000 
customers.  Used  some  of  his  stock-based 
wealth  on  2  runs  for  N.Y.  governor  slot. 
Cost:  $20  million.  Hints  he  may  run 
again  in  2002.  This  year  gave  Rochester 
Institute  of  Technology  $14  million  for 
computer  study. 


Dallas  Cowboy  owner  Jerry  Jones 
dropped  weight  but  hopes  his  football 
teams'  win  totals  fatten  up  this  year. 


B.  Wayne  Hughes 

$1.7  BILLION 
Public  Storage.  Bel  Air,  Calif. 
68.  Divorced,  2  children, 
I  deceased 

LOCKER  MAGNATE,  WITH  FAMILY,  HO] 
more  than  30%  of  country's  largest  s 
storage  company.  Stake  due  to  get  big 
this  year:  will  receive  1.2  million  she 
for  selling  his  privately  held  insura 
company.  Started  as  exec  at  real  esi 
syndicate  Property  Research  Co 
started  storage  business  1972,  mer 
with  Storage  Equities  and  went  publ 
1995.  Big  cancer-treatment  advoc 
since  death  of  his  son:  funds  research 
patient  care.  Last  year  created  M 
nesota's  Parker  Hughes  Cancer  Cei 
with  a  $200  million  endowment. 

Edmund  Littlefiel 

$1.7  BILLION 
Utah  International.  Burlingame,  Calif 
87.  Married,  3  children 

GRANDFATHER  EDMUND  O.  WATTIS 
founded  Utah  Construction;  your 
Edmund  started  as  a  water  boy  at  I 
International.  General  manager  by  1 
discovered  major  Australian  coal  dep 
a  few  years  later.  Construction  end  so. 
Fluor  Corp.  1969.  GE  bought  the  re 
1976  for  stock.  Still  owns  plenty  ol 
shares,  but  doesn't  plan  to  leave  tc 
kids,  who  are  "already  pretty  d 
wealthy."  Major  donor  to  alma  m 
Stanford. 

Richard  Marriott 

$1.4  BILLION 
Hotels.  Potomac,  Md. 
62.  Married,  4  children 


John  Willard 
Marriott  Jr. 


$1.2  BILLION 

Hotels.  Potomac,  Md. 

69.  Married,  4  children 


If 
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At  Fannie  Mae,  it  has  been  our  mission  for  over  30  years  to  break  down  as  many  barriers 
to  homeownership  as  possible.  Along  the  way  we've  realized  that  there  are  certain 
rights  that  are  necessary  in  a  family's  pursuit  of  the  American  Dream. 


fiS  FannieMae 

.fanniemae.com 


The  right  to  have  access  to  mortgage  credit. 

The  right  to  the  lowest-cost  mortgage  for  which  a  consumer  can  qualify. 

The  right  to  know  the  true  cost  of  a  mortgage. 

The  right  to  be  free  of  regulatory  burden. 

The  right  to  know  what's  behind  a  lender's  mortgage  decision. 

Fannie  Mae's  Mortgage  Consumer  Bill  of  Rights  is  the  foundation  to  making  sure 
that  all  people  are  treated  equally  in  the  home-buying  process.  And  in  the  end, 
given  the  same  opportunity  to  not  only  dream  the  American  Dream,  but  to  live  it  as  well. 


:nt publ  T°  'earn  more  about  Fannie  Mae's  Mortgage  Consumer  Bill  of  Rights  visit  www.fanniemae.com/consumerrights. 

advo 


mcerQ 


lira 

lion;  yoia 


an  coal  di 
ion  end 
aghtthe 
s  plenty 
to  leave 
^  pretty 
to  alma 


t  Fannie  Mae,  we  support  the  Mortgage  CoMSUSTSer  Bill  of  Rights. 

So  the  memories  that  begin  with  the  Campbells'  first  home 
will  be  those  of  honesty,  opportunity,  and  fairness. 
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SON  OF  MARRIOTT  HOTELS  FOUNDER 
John  Willard  Marriott  Sr.  (d.  1985),  who 
started  root  beer  stand  in  1927,  first  Mar- 
riott hotel  in  1957.  Now  more  than  2,000 
properties  worldwide.  Several  pieces  spun 
off,  but  J.W.  Jr.  still  runs  hotel-manage- 
ment arm  Marriott  International. 

Marilyn  Carlson 
Nelson  &  family 

$1.3  BILLION 
Inheritance.  Minneapolis. 
62.  Married,  3  children 

Barbara  Carlson 
Gage  &  family 

$1.3  BILLION 
Inheritance.  Minneapolis. 
59.  Married,  4  children 

DAUGHTERS  OF  TIRELESS  SALESMAN 
Curtis  Carlson  (d.1999),  who  invested 
$50  to  start  Gold  Bond  Trading  Stamps 
in  1938,  built  marketing,  travel,  hospital- 
ity conglomerate.  Now  includes  Radis- 
son  Hotels,  Country  Inns  &  Suites;  T.G.I. 
Friday's;  Carlson  Wagonlit  Travel.  Eldest 
daughter  Marilyn  officially  placed  in 
charge  of  company  1998,  then  split  it  in  2. 


FOLLOW  THE  MONEY 


With  just  3  members 
of  The  Forbes  400, 
Nebraska  has  the 
highest  average 
net  worth:  $11.8 
billion. 


Son  Curtis  runs  restaurants,  hotels, 
leisure  travel;  veteran  employee  James 
Ryan  heads  marketing,  business  travel. 

James  Moran 

$1.3  BILLION 
Toyota  distributorship. 

Hillsboro  Beach,  Fla. 

83.  Widowed,  remarried; 

3  children 

STARTED  PUMPING  GAS  AT  AGE  14,  GRAD- 
uated  to  running  stations,  fixing  cars.  Ac- 
quired Toyota  distributorship  in  1968; 
added  financing,  leasing,  insurance. 
Today  Southeast  Toyota  largest  privately 
held  foreign-auto  dealership  in  U.S. 
Sales:  $7. 1  billion.  Family's  holding  com- 
pany, JM  Family  Enterprises,  now  run  by 
daughter  Patricia  Moran. 

Andrew  McKelvey 

$1.3  BILLION 

Classified  ads.  New  York  City. 

67.  Divorced  5  times,  remarried; 

4  children 

LIFELONG  SALESMAN  SOLD  EGGS  DOOR- 
to-door  at  age  12.  Moved  to  Australia 
after  college,  sold  jukeboxes.  Returned  to 
New  York  early  1960s,  started  TMP 
Worldwide:  sold  Yellow  Pages  ads  and 
classifieds  to  big  businesses.  Rode  Inter- 


Timberwolves  owner  Glen  Taylor  ge 
good  seats,  but  he  couldn't  use  them 
until  he  served  out  his  NBA  suspension. 


net  wave  after  buying  Monster.com 
$3  million  in  1995,  one  of  the  first  he 
wanted  Web  sites. 

Joseph  Jamail  Jr 

$1.2  BILLION 
Lawsuits.  Houston. 
75.  Married,  3  sons 

HOUSTON  LAWYER  COLLECTED  S 
million  from  infamous  Texaco-Penn 
case  of  1987.  Personal-injury  cases  « 
since.  Prefers  settlements  over  lengthy 
als.  Latest  big  score:  a  $155  million  ju 
ment  for  a  small  Dallas-based  oil  cc 
pany  against  an  Argentinean  combin 

Albert  Ueltschi 

1  $1.1  BILLION 
FiightSaf  ety  International.  Irving,  Ts 
84.  Widowed,  4  children 

STARTED  TEACHING  IN  AN  OPEN-CO 
pit  biplane,  then  10  years  flying  v 
PanAm.  Opened  FlightSafety  1951  v 
$15,000  mortgage.  Went  public  IS 
sold  to  Berkshire  Hathaway  1996.  i 
heads  Orbis  International,  nonprofit  c 
icated  to  reducing  Third  World  blindi 
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Robert  Dedman  Sr. 

$1.1  BILLION 
Country  clubs.  Dallas. 
75.  Married,  2  children 

DEDMAN'S  CLUBCORP  OWNS  MORE 
than  210  golf  courses,  resorts  and  coun- 
try clubs  worldwide:  Pinehurst  in  North 
Carolina,  the  Homestead  in  Hot 
Springs,  Va.  Sales:  more  than  $1  billion. 
Handed  over  business  to  son  Robert 
Dedman  Jr.  3  years  ago;  now  concen- 
trates on  golf  swing,  tennis  game.  Do- 
nations to  Southern  Methodist  Univer- 
sity top  $70  million. 

Arturo  Moreno 

$1.1  BILLION 

Billboards.  Phoenix. 

55.  Married,  2  children 


illiam  Levine 

$950  MILLION 
Billboards.  Phoenix. 
69.  Widowed,  3  children 

PHOENIX  ENTREPRENEUR  LEVINE 
founded  Outdoor  Systems  in  1980. 
Started  placing  ads  in  bus  stations;  later, 
billboards.  Moreno:  Vietnam  vet,  mar- 
keting degree  from  U.  of  Arizona;  joined 
Outdoor  in  1984.  Sold  to  Infinity  Broad- 
casting for  stock  in  1999;  received  Via- 
com shares  after  $15.5  billion  acquisition 
in  February.  Moreno  resigned  as  Out- 
door chief;  also  owns  stakes  in  major 
league's  Arizona  Diamondbacks,  pro 
basketball's  Phoenix  Suns. 


Charles  Schwab  took  the  heat  for 
overspending  during  the  market  collapse. 
Now  he's  back  as  TV  pitchman. 


iam  C. 
France  Jr. 


$1  BILLION 

Auto  racing.  Daytona  Beach,  Fla. 
68.  Married,  2  children 

James  C.  France 

$1  BILLION 

Auto  racing.  Daytona  Beach,  Fla. 
56.  Married,  3  children 

FRANCE  FAMILY'S  NASCAR  ORGAN! 
tion  shaken  by  controversy  this  year  a 
the  violent  death  in  February  of  i 
driver  Dale  Earnhardt  on  the  final  la] 
the  Daytona  500,  but  popularity  of  sp 
continues  to  surge  ahead:  ratings 
Winston  Cup  series  up  30%  in  first  y 
of  6-year,  $2.4  billion  deal  with  Fox ; 
NBC.  Father  William  Sr.  (d.  19 
founded  Nascar  in  Daytona  Beach 
1947,  sanctioned  races  throughout 
south.  Sons  now  control  business, 
eluding  publicly  traded  racetrack  op« 
tor  International  Speedway. 

0.  Bruton  Smith 

$1  BILLION 
Racetracks.  Charlotte,  N.C. 
74.  Divorced,  4  children 

FORMER  STOCK-CAR  DRIVER  OPE 
Charlotte  Motor  Speedway  1960;  ba 
rupt  2  years  later.  Started  car  dealers] 
Returned  to  stock  cars  with  Speed' 
Motorsports  (6  tracks,  10  Winston  ( 
events).  Took  public  1995.  Enjoy 
sport's  new  popularity:  "I  can  remem 
when  people  thought  this  was  a  redn 
sport.  Now  we  sell  tickets  to  the  pi 
■worker  and  the  owner  of  the  plant,  to 

Donald  Schneide 

$1  BILLION 
Trucking.  Green  Bay,  Wis. 
64.  Married,  5  children 

SCHNEIDER  NATIONAL  KEPT  ON  TRUCI 
despite  higher  fuel  costs,  lower  dema 
Thanks  to  its  sheer  size  (10,000  trad 


The  problem 
with  day 
traders:  gone 
tomorrow. 
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No?  So  why  would  you  do  HR  Administration  in-house? 


■en 
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(erforming  tasks  that  don't  generate  profits  can  get  you  bent  out  of  shape.  So  talk  to  ADP 
Because  ADP  frees  your  HR  staff  from  endless,  repetitive  administrative  work.  Saves 
you  money  by  eliminating  costly  technology  upgrades.  And  gives  you  peace  of  mind 
with  superior  protection  from  compliance  pitfalls,  data  loss  and  security  breaches.  All  thanks  to 
comprehensive  and  integrated  HR/Benef its/Payroll  services  precisely  configured  for  your  business. 
Phone  800-CALL  ADR  Or  visit  www.adp.com  to  learn  more.  (And  if  you  do  make  paper  clips,  we're 
still  well  worth  a  visit.) 

HR  Information  Management  |  Benefits  Administration  |  Retirement  Plan  Services  |  Payroll  Services 
Tax  &  Compliance  Management  |  Time  &  Labor  Management  |  Professional  Employer  Organization 


We're  the  Business  Behind  Business® 


THE  FORBES  400  I  SERVICE 


and  44,000  trailers)  smaller  rivals  being 
forced  off  roads.  A  sour  IPO  market  de- 
layed company's  plans  to  spin  off  trans- 
portation management  subsidiary  Schnei- 
der Logistics,  but  Schneider  remains  one 
of  largest  trucking  companies  in  U.S. 

Dean  White 

$1  BILLION 

Billboards,  hotels.  Crown  Point,  Ind. 
78.  Married,  4  children 


AS  YOUNGSTER  RAN  NEIGHBORHOOD 
snow-shoveling  crew:  "I  was  the  seller 
and  they  were  the  workers."  Left  U.  of 
Nebraska  for  Merchant  Marine  Academy. 
Graduated,  took  over  dad's  billboard 
business  1946.  Big  break:  Holiday  Inn 
contract.  Sold  Whiteco  Outdoors  to 
Chancellor  for  $960  million  1998.  Still 
owns  billboards  in  China.  Self-professed 
technology  dinosaur  launched  Profile 
Systems  1997  to  monitor  billboard  light- 
ing via  satellite.  No  thoughts  on  retiring. 


Sheldon  Adelson 

$975  MILLION 
Casinos,  hotels.  Las  Vegas. 
68.  Divorced,  remarried; 
5  children 

PERHAPS  OWNER  OF  VENETIAN  NE 
new  dealers.  Las  Vegas  resort  rever 
driven  down  6%  first  half  of  year  by 
usually  lucky  gamblers.  Room  rates, 
cupancy  up  considerably,  though.  So 
Boston  cab  driver,  Adelson  studied  o 
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Only  Ericsson  lets  you 

grow 

your  network 

any  way  you  want 


Only  Ericsson  can  give  you  an 


unmatched  experience  in 


every  commercial  standard.  GSM, 


WCDMA.TDMA,  CDMA,  PDC, 


Bluetooth  and  WAP  Fixed  and 


mobile.  To  help  you  grow  your 


network  in  any  market.  Whatever 


works  best.  Another  reason 


why  the  world's  most  powerful 


telecommunication  companies 


choose  Ericsson.  Again  and  again. 


www.ericsson.com 
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Thanks,  Dad:  Marilyn  Carlson's 

father  Curt  handed  her  the  keys  to  his 
service  conglomerate  three  years  ago. 


1 


reporting  at  junior  college.  Made  fortune 
in  trade  shows,  eventually  selling 
Comdex  in  1995  for  $800  million.  De- 
molished fabled  Sands  to  build  Venetian 
next  to  his  Expo  and  Convention  Center. 

Frederick  Smith 

$890  MILLION 
Federal  Express.  Memphis,  Tenn. 
57  Divorced,  remarried; 
10  children 

TURNED  HIS  1965  YALE  SENIOR  THESIS 
into  a  $20  billion  company,  now  a  verb:  5 
million  packages  FedExed  every  day. 
Used  $80  million  in  family  money  and 
venture  capital  to  launch  company  1973. 
Decorated  Marine  Corps  officer,  cochair- 
man  of  National  World  War  II  Memorial 
Campaign.  Also  a  low-profile  Hollywood 
player:  his  Alcon  Entertainment  has  dis- 
tribution deal  with  Warner  Bros.,  at  least 
one  critical  success  (My  Dog  Skip),  shoot- 
ing for  more. 


James  Cargill 

$850  MILLION 
Inheritance.  Minneapolis,  Minn. 
77.  Married,  3  children 

Margaret  Anne 
Cargill 

$850  MILLION 
Inheritance.  La  Jolla,  Calif. 
81.  Single 

GRANDCHILDREN  OF  WILLIAM  W. 
Cargill,  Long  Island-born  immigrant's 
son  who  moved  west  to  start  up  Cargill 
to  trade  grain  in  1865  quickly  surpassed 
competition.  Cargill  today  is  country's 
largest  privately  held  company,  but  Min- 
nesota-based outfit  still  trying  to  regain 
balance  after  difficult  last  few  years.  Sales 
up  3.7%  to  $49.4  billion,  but  earnings 
down  25%.  James  with  Cargill  since 
1947,  retired  as  vice  president  1990.  Mar- 


garet keeps  low  profile.  Siblings  thou 
to  own  a  third  of  company  voting  stc 

Joseph  Ricketts 
&  family 

$850  MILLION 
Ameritrade.  Omaha,  Nebr. 
60.  Married,  4  children 

INVESTMENT  BANKER  TURNED  E 
count  broker.  Born  and  bred  in  Nebra: 
went  into  brokerage  1975.  Went  on] 
1996,  IPO  1997.  End  of  net  boom 
hurt  stock.  Hired  new  chief  executivt 
March;  may  give  Ricketts  extra  time 
annual  pilgrimage  to  Sturgis,  S.D.  n 
torcycle  rally. 

William  E.  (Chip) 
Connor  II 

$850  MILLION 
Exports.  Hong  Kong. 
51.  Married,  3  sons 

RUNS  $1.2  BILLION  SOURCING,  LOG 
tics  business  founded  by  father  in  Tol 
1949.  Chip  started  working  for  dad  at 
12,  took  control  of  William  E.  Conno 
Associates  early  1980s;  moved  headqu 
ters  to  Hong  Kong  1985.  Blue-chip  cli 
list  includes  Nordstrom,  Saks  Fifth 
enue,  Neiman  Marcus,  Dillan 
Williams-Sonoma,  Smithsonian  a 
Harrods. 


Jerral 

Wayne  Jones 

$850  MILLION 
Football.  Dallas. 
58.  Married,  3  children 

DALLAS  COWBOY'S  OWNER  AND  G! 
eral  manager  turned  $140  million 
vestment  in  team  and  stadium  12  ye 
ago  into  a  $750  million  franchise.  Nl 
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decisions,  decisions:  go  on  a  cruise  or 
nag  courtside  seats  at  a  Miami  Heat 
;ame?  Micky  Arison  can  do  both. 


i  gling  for  a  new  stadium  and  striking 
negade  marketing  deals  with  Reebok, 
.  owing  Cowboys  to  do  their  own  dis- 
bution  and  retailing.  Paid  $15  million 
stake  in  arena  league  football  teams, 
so  real  estate,  oil  and  gas:  spent  $60 
illion  this  year  drilling  onshore  in 
xas,  another  $100  million  on  new  ex- 
)ration.  Other  assets  shrinking:  claims 
dropped  55  pounds  by  abandoning 
eeseburgers  and  beer. 


in* 
fat  01 


oy  Speer 


u  110  MILLION 

mm  evision.  Ciearwater,  Fla. 
Married,  3  children 

ER  LAWYER  BOUGHT  RADIO  STA- 
s  with  Lowell  (Bud)  Paxson  in  1970s, 
d  bigger  audience  in  cable  TV  with 
lime  Shopping  Network.  Sold  to  TCI 
jil  993  for  stock.  Built,  sold  digital  video 
tsiness  to  Phil  Anschutz.  Now  looking 
M:r  real  estate  investments. 


jeonard 
Ibramson 


iaks  Fiftq 
s,  Dil 


3 


100  MILLION 

ma.  Jupiter,  Fla. 

!.  Married,  3  daughters 

|pVE  CAB  WHILE  AT  PHILADELPHIA 
lege  of  Pharmacy  &  Science,  then 
Ike-Davis  salesman.  Quit,  started  U.S. 
j  Jthcare  HMO  1975,  sold  to  Aetna  for 
i|>  billion  1986.  Aetna  stock  struggling, 
H  amson  resigned  board  seat  last  year, 
he  won't  need  to  start  driving  for 
again.  In  addition  to  Aetna  stake, 


Billow  the  money 


2  members  of  The 
i  orbes  400  live  in 
alifornia. 


money  from  sale,  holds  stake  in  Main 
Merchant  Bank,  Israeli  Bank  Hapoalim. 

Harry  V.  Quadracci 

$780  MILLION 
Printing.  Hartland,  Wis. 
65.  Married,  4  children 

PRINTER  BETTING  AGAINST  MEDIA  SLOW- 


janchisf] 


down,  pushing  ahead  with  2-year,  $600 
million  expansion.  Son  of  Milwaukee 
printer,  started  his  own  company  in 
nearby  Pewaukee  1971.  His  Quad/- 
Graphics  now  more  than  $2  billion  sales, 
prints  for  Time,  Newsweek,  National  Ge- 
ographic, among  others.  Donated  $10 
million  for  Milwaukee  Art  Museum  ad- 
dition, other  dollars  to  Milwaukee  Reper- 
tory Theater,  Saratoga  (N.Y.)  Hospital. 

Kenneth  Feld 

$780  MILLION 

Circus  entertainment.  Potomac,  Md. 

51.  Married,  3  children 

SON  OF  THE  CIRCUS.  FATHER  IRVIN 
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"Are  you  staying  at  a  Radisson?" 
Barbara  Carlson  Gage  promotes 
cultural  exchange  with  the  Dalai  Lama. 


began  Ringling  Bros,  in  1956,  sold  to 
Mattel  1971  for  $50  million,  bought  it 
back  1982  for  $23  million.  Kenneth  now 
ringmaster,  packing  in  30  million  cus- 
tomers a  year.  Also  also  runs  Siegfried  & 
Roy,  Disney  on  Ice  (20th  anniversary)  and 
big-ticket  Kaleidoscape. 

Christel  DeHaan 

$770  MILLION 

Time  shares.  Indianapolis. 

58.  Twice  divorced,  3  children 

DAUGHTER  OF  GERMAN  SOLDIER  WHO 
died  in  WWII,  left  home  at  16  to  become 
governess  in  U.K.  Moved  to  U.S.  4  years 
later,  married  Jon  DeHaan,  founder  of 
Resort  Condominiums  International.  Di- 
vorced; court  awarded  her  half  of  com- 
pany. Bought  remainder  from  ex-hus- 
band 2  years  later.  Sold  to  HFS  (now 
Cendant)  for  $825  million  in  1996. 
Spends  time  on  children's  causes. 

Victor  Fung 

$720  MILLION 
Distribution.  Hong  Kong. 

56. 


WITH  BROTHER  WILLIAM,  JOINTLY 
runs  Hong  Kong-based  Li  &  Fung, 
supplier  of  private-label  merchandise. 
Clients:  Bed  Bath  &  Beyond,  Avon  Prod- 
ucts, Abercrombie  &  Fitch,  Warner  Bros. 


Mark  McCormack 

$700  MILLION 

Sports  management.  Cleveland;  NYC. 
70.  Married,  4  children 

CHILDHOOD  INJURY  PREVENTED  HIM 
from  playing  contact  sports,  took  up  golf 
instead.  In  college  befriended,  competed 
against  Arnold  Palmer,  who  became  first 
client.  Today  International  Management 
Group  represents  top  golfers  (Tiger 
Woods)  tennis  players  (Venus  and  Ser- 
ena Williams),  pro  basketball,  baseball 
players. 

Phillip  Ruffin 

$700  MILLION 

Real  estate,  casinos,  hand  trucks. 

Wichita,  Kans.;  Las  Vegas. 
66.  Divorced,  3  children 

DROPPED  OUT  OF  COLLEGE  TO  SELL 
hamburgers  with  classmates:  "We  were 
making  more  than  lawyers."  Sold  burger 
business  for  convenience  stores  in  1959. 
Soon  into  strip  centers,  hotels  (Marriotts 
and  Fairfield  Inns),  dog  tracks,  hand 
trucks  and  casinos.  Took  Las  Vegas  New 
Frontier  off  market.  Instead  plans  to  tear 
down  and  replace  with  $1.6  billion  San 
Francisco-themed  casino. 

William  G.  Bennett 

$675  MILLION 
Gambling.  Las  Vegas. 
76.  Widowed,  remarried; 
2  children 


COFOUNDED  LAS  VEGAS  CASINO  CIR(| 
Circus  with  William  Pennington  in  IS 
first  slot  house  catering  to  the  middle  cl 
Upped  ante  with  luxurious  Excalibur ; 
Luxor.  Cashed  out  1994;  bought  Sab 
Hotel  for  $193  million;  built  224-foot-h 
roller  coaster  that  runs  through  buildi 

Stephen  Bisciotti 

$600  MILLION 

Employment  services.  Millersville,  Mc 
41,  Married;  2  children 

©"I  REALLY  HAVE  NO  INTEREST  IN  I 
toriety.  I  would  love  to  be  the  le 
known  NFL  owner  in  the  country,"  ; 
the  low-profile  man  who  owns  half  of 
Baltimore  Ravens.  Here's  what  we 
know:  graduated  from  Salisbury  State 
(Maryland),  then  worked  briefly  fc 
staffing  agency  that  went  bust.  Star 
Aerotek  staffing  agency  at  age  23.  N 
named  Allegis  Group,  a  $1.5  billion  (i 
enues)  company  with  offices  in  U.S., 
rope  and  Canada  Loves  boating,  golfi. 

Thomas  H. 
Friedkin 

$600  MILLION 
Friedkin  Cos.  Houston 
66.  Married,  2  children 

® BELOW- THE-RADAR  CHAIRMAN 
$3.4  billion  (sales)  Friedkin  C 
presides  over  one  of  the  nation's  last 
dependent  car  distributorships  (see  si 
p.  118).  Main  engine  Gulf  States  Toy 
sells  cars,  parts,  service,  finance  and 
surance  to  auto  dealers.  Hollywc 
stunt  pilot,  big-game  hunter  on  his  T 
zania  preserve.  Colorado  ranch 
10,000  acres,  landing  strip  and  han; 
Son,  Daniel,  runs  business  day-to-d; 


FOLLOW 

80  members  of  The  Forbes 
400  derive  their  fortunes  from 
finance  and  investments. 
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I    have   the    Power  to  Compete 


Our  network  is  our  business,  so  I  can't  take  the  chance 
that  our  information  isn't  protected  around  the  clock. 
When  the  stakes  are  this  high,  I  rely  on  the  security 
management  leader  thousands  of  companies  trust; 
Internet  Security  Systems.  As  pioneers  in  information 
protection,  their  experts  help  me  determine  the  right  mix  of 
products  and  managed  security  services.  Now  I  focus  on 
our  strategic  business  goals,  confident  I  have  the  best 
security  for  my  networks,  servers  and  desktops.  There's  no 
question  Internet  Security  Systems  gives  me  a  competitive 
advantage  by  helping  protect  against  financial  loss 
and  legal  liability.  Their  power  to  protect  gives  us  the 
power  to  compete.  To  power  your  network  with  security 
management  from  Internet  Security  Systems  visit 
www.iss.net  or  call  1-800-776-2362 


Request  your  free  copy  of  Securing  The  internet 
Economy:  An  Executive  Guide  to  Managing  Online  Risk 
at  www.iss.net/iss/securitysoiutions1/ 
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Name 

Page 

Net  Worth  ($mil) 

Rai 

IIIUUA 

Bronfman,  Edgar  M.  Sr. 

235 

6,800 

2 

Brown,  John  W.  ★ 

270 

600 

391 

Name 

Page 

Net  Worth  ($mil) 

Rank 

Buff  ett,  Susan  Thompson 

182 

2,400 

71 

A 

Buffett,  Warren  Edward 

130 

33,200 

Abele,  John  E. 

260 

1,300 

172 

Burkle,  Ronald 

236 

1,700 

12t 

Abraham,  S.  Daniel 

236 

1,800 

110 

Butler,  Sarah  Turner 

242 

835 

31, 

Abramson,  Leonard 

291 

800 

320 

Burt,  Charles  C. 

236 

1,800 

111 

Adelson,  Sheldon 

288 

975 

267 

C 

Allen,  Paul  Gardner 

132 

28,200 

3 

Cargill,  James  R. 

290 

850 

30; 

Allen,  Herbert  A.  Jr. 

186 

1,800 

110 

Cargill,  Margaret  Anne 

290 

850 

30. 

Anderson,  John  Edward 

244 

750 

345 

Case,  Stephen  M. 

148 

1,100 

21. 

Annenberg,  Walter  Hubert 

160 

4,000 

42 

Chace,  Malcolm  Green  III  &  family 

196 

1,000 

23i 

Anschutz,  Philip  F. 

142 

9,600 

16 

Chambers,  Anne  Cox 

158 

11,300 

1, 

Anselmo,  Mary 

216 

1,000 

236 

Clark,  James  H. 

152 

740 

35' 

Ansin,  Edmund  Newton  0 

174 

800 

320 

Clayton,  James  Lee  O 

270 

680 

37i 

Anthony,  Barbara  Cox 

158 

11,300 

11 

Comer,  Gary  Campbell  0 

250 

850 

301 

Argyros,  George  Leon  0 

196 

1,000 

236 

Congel,  Robert  J.  0 

214 

700 

36 

Arisen.  Micky 

279 

4,600 

36 

Connell,  Grover  0 

214 

675 

37: 

Arrillaga,  John 

208 

1,200 

189 

Connor,  William  E.  II 

290 

850 

301 

B 

Cook,  Scott  D. 

148 

950 

27 

Bailey,  Thomas  0 

194 

1,100 

211 

Cook,  William  Alfred 

260 

1,100 

211 

Bakke,  Dennis 

228 

1,200 

189 

Cooke,  Phoebe  Hearst 

172 

900 

291 

Ballmer,  Steven  Anthony 

138 

15,100 

10 

Copley,  Helen  Kinney 

174 

825 

31 

Bass,  Edward  Perry 

220 

1000 

236 

Corn,  Elizabeth  Turner 

242 

835 

31, 

Bass,  Lee  Marshall 

220 

3,300 

55 

Crown  &  family,  Lester 

254 

3,000 

61 

Bass,  Perry  Richardson 

220 

1,300 

172 

Cuban,  Mark 

146 

1,400 

15 

Bass,  Robert  Muse 

222 

2,600 

70 

D 

Bass,  Sid  Richardson 

220 

3,000 

60 

Davenport,  Elizabeth  Lupton 

242 

750 

341 

Batten,  Frank 

166 

1,400 

158 

Davidson,  William  Morse 

256 

2,200 

8 

Bauer,  Charles  T.  * 

200 

800 

328 

Davis,  Marvin  H. 

220 

4,500 

4 

Bechtel,  Riley  P. 

279 

3,500 

51 

DeVos,  Richard  M. 

248 

1,700 

12 

Bechtel,  Stephen  Davison  Jr. 

279 

3,500 

51 

Debartolo,  Edward  John  Jr. 

212 

800 

32 

Bennett,  William  Gordon  0 

292 

675 

378 

Dedman  Sr.,  Robert  Henry 

286 

1,100 

21 

Benson,  Craig  Robert 

152 

600 

391 

DeHaan,  Christel 

291 

770 

34> 

Berg,  Carl  Edwin 

208 

1,200 

189 

Dell,  Michael 

142 

9,800 

1 

Bezos,  Jeffrey  P. 

146 

1,200 

189 

Diller,  Barry 

172 

950 

27 

Binger,  Virginia  McKnight  0 

270 

685 

375 

Disney,  Roy  Edward 

170 

1,000 

23 

Bisciotti,  Stephen  J.* 

292 

600 

391 

Doer  r,  L.John 

196 

1,000 

23 

Blank,  Arthur  M. 

246 

1,600 

136 

Oolan.  Charles  Francis 

162 

2,600 

7 

Bloomberg,  Michael  Rubens 

160 

4,000 

42 

Dorrance,  Bennett 

233 

1,500 

14 

Bluhm,  Neil  Gary 

212 

800 

328 

Druckenmiller,  Stanley 

192 

1,400 

15 

Booth,  Franklin  Otis  Jr. 

192 

1,500 

145 

Outfield.  David  A. 

144 

1,900 

101 

Bose,  Amar  Gopal  0 

270 

700 

364 

E 

Boudjakdji,  Miliirent  V. 

172 

900 

288 

Earhart,  Anne  Catherine  Getty 

230 

775 

331 

Bowes,  William* 

202 

725 

356 

Edson,  John  Orin 

266 

960 

27 

Bren,  Donald  L. 

207 

4,000 

42 

Egan,  Richard  J. 

146 

1,500 

14 

Broad,  Eli 

179 

5,500 

26 

Eisner,  Michael  D. 

174 

720 

35 

♦  New  entry.  0  Returnee. 

Ellison,  Lawrence  Joseph 

134 

21,900 
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ime 

Page 

Net  Worth  ($mil) 

Rank 

Name 

Page 

Net  Worth  ($mil) 

Rank 

mmerson,  Archie  Aldis  (Red) 

208 

1,200 

189 

Gregory,  John  M* 

268 

810 

317 

rgen,  Charles 

160 

7,100 

22 

H 

Hall,  Donald  Joyce 

256 

1,800 

110 

armer,  Richard  T. 

280 

1,800 

110 

Hamilton,  Dorrance  Hill 

238 

875 

297 

J 

eld,  Kenneth 

291 

780 

333 

Harbert,  Marguerite 

228 

1,200 

199 

i 

ield,  Frederick  Woodruff 

169 

1,200 

189 

Hascoe,  Norman 

268 

750 

345 

j 

ilo,  David 

152 

625 

389 

Haworth,  Richard 

268 

725 

356 

isher,  Donald  George 

246 

2,100 

90 

Hearst,  Austin 

170 

900 

280 

Jj 

isher,  Doris  Feigenbaum 

246 

2,100 

90 

Hearst,  David  Whitmire  Jr. 

172 

900 

280 

: 

isher,  John  J. 

248 

1,000 

236 

Hearst,  George  Randolph  Jr. 

172 

900 

280 

isher,  Max  Martin 

230 

800 

320 

Hearst,  William  Randolph  III 

170 

1,000 

236 

S 

isher,  Robert  J. 

246 

1,200 

189 

Helmsley,  Leona 

207 

1,800 

110 

latley,  Thomas  John 

212 

1,100 

211 

Herb,  Marvin  J. 

242 

875 

297 

linn,  Lawrence  Jr. 

164 

1,500 

145 

Herma,  John* 

250 

700 

364 

ord,  Gerald  J.  * 

200 

800 

320 

Hicks,  Thomas  O. 

202 

760 

343 

i 

ord,  William  Clay 

260 

1,200 

189 

Hillman,  Henry  Lea 

182 

3,000 

60 

orstmann,  Theodore 

200 

800 

320 

Holding,  Robert  Earl 

230 

1,000 

236 

ranee,  James  C. 

286 

1,000 

236 

Hoist,  Courtney  Ross 

176 

700 

364 

ranee,  William  C.Jr. 

286 

1,000 

236 

Honickman,  Harold 

242 

850 

301 

| 

riedkin,  Thomas  H.* 

292 

600 

391 

Hostetter,  Amos  Barr  Jr. 

162 

2,500 

73 

! 

1st,  Thomas  F.  Jr. 

280 

1,700 

124 

Hubbard,  Stanley  Stub 

166 

1,400 

158 

1 

'ost,  Phillip 

266 

920 

279 

Hughes,  Bradley  Wayne 

282 

1,700 

124 

! 

jng,  Victor  ★ 

291 

720 

359 

Huizenga,  H.  Wayne 

248 

2,000 

97 

i 

Hunt,  Ray  Lee 

224 

2,200 

85 

age  &  family,  Barbara  Carlson 

284 

1,300 

172 

Huntsman,  Jon  Meade 

254 

3,800 

50 

1 

alio,  Ernest 

242 

875 

297 

1 

alvin,  Robert  William 

148 

950 

272 

Icahn,  Carl 

179 

5,000 

31 

i 

ates,  William  H.  Ill 

128 

54,000 

1 

Ingram,  Martha  Robinson  Rivers 

280 

2,300 

81 

ates,  Charles  Cassius  Jr. 

268 

720 

359 

J 

aylord,  Edward  Lewis 

164 

1,800 

110 

Jackson,  Jess  Stonestreet 

236 

1,700 

124 

s 

9ff  en,  David 

160 

3,900 

47 

Jacobs,  Irwin  Mark 

216 

1,600 

136 

i 

wry,  Alan 

162 

1,900 

106 

Jamail,  Joseph  Dahr  Jr. 

284 

1,200 

189 

i 

irstner,  Louis  Jr.  0 

154 

600 

391 

Jannard,  Jim 

260 

1,200 

188 

i 

itty,  Caroline  Marie 

230 

775 

336 

Jobs,  Steven  Paul 

146 

1,400 

158 

itty,  Gordon  Peter 

226 

2,100 

90 

Johnson,  Abigail 

179 

9,100 

17 

1 

azer,  Guilford 

214 

750 

345 

Johnson,  Barbara  Piasecka 

256 

2,400 

78 

j 

azer,  Malcolm 

268 

740 

354 

Johnson,  Bobby  Ray 

152 

640 

386 

ildman,  Richard  N. 

258 

1,500 

145 

Johnson,  Charles  Bartiett 

186 

2,000 

97 

Jdsbury,  Christopher 

240 

1,100 

211 

Johnson,  Edward  Crosby  III 

179 

4,600 

36 

i 

j 

ilisano,  Blase  Thomas 

282 

1,700 

124 

Johnson,  Robert  L. 

168 

1,300 

172 

j  nda,  Leslie  L. 

186 

1,600 

136 

Johnson,  Rupert  Jr. 

186 

1,600 

136 

nda,  Louis  L. 

186 

2,000 

97 

Johnson,  Samuel  Curtis 

254 

4,500 

40 

lodnight,  James 

142 

4,600 

36 

Jones,  Jerral  W. 

290 

850 

301 

res,  Tom  T.* 

196 

1,000 

236 

Joseph,  George  0 

200 

810 

317 

(  een,  Joshua  III  0 

204 

630 

388 

K 

sen,  Pincus 

195 

1,100 

211 

Kadisha,Neil* 

216 

690 

374 

itaenberg,  Maurice  (Hank) 

179 

3,900 

47 

Kaiser,  George  B. 

224 

2,400 

78 

»lv  entry.  0  Returnee. 

Katzenberg,  Jeffrey 

174 

820 

316 

F 

ORB 
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Name 

Page 

Net  Worth  (Smil) 

Rank 

Name 

Page 

Net  Worth  (Smil) 

R 

Kellogg,  Peter  R. 

195 

1,100 

211 

Magness,  Kim 

168 

1  300 

1 

Kellogg,  Williams. 

250 

1,200 

189 

Malone,  John  C. 

162 

2,100 



1 

Kerkorian,  Kirk 

179 

5,300 

29 

Malone,  Mary  Alice  Dorrance 

238 

1,700 

12 

Khosla,  Vinod 

198 

1,000 

236 

Mann,  Alfred 

264 

1,000 

2: 

Kim,  James 

144 

1,900 

196 

Manoogian,  Richard  Alexander 

266 

880 

21 

Kimmel,  Sidney 

262 

1,000 

236 

Marcus,  Bernard 

246 

3,000 

1 

Kinder,  Richard  D.* 

228 

1,500 

145 

Marriott,  John  Willard  Jr. 

282 

1,200 

11 

Kluge,  John  Werner 

158 

10,600 

13 

Marriott,  Richard  Edwin 

282 

1,400 

1! 

Knight,  Philip  H. 

254 

4,900 

34 

Mars,  Forrest  Edward  Jr. 

235 

9,000 

; 

Koch,  Charles  de  Canahl 

222 

3,200 

56 

Mars,  Jacqueline  Badger 

235 

9,000 

: 

Koch,  David  Hamilton 

222 

3,200 

56 

Mars  John  Frankly n 

235 

9,000 

Koch,  Frederick  Robinson  0 

230 

650 

381 

Marshall,  Barbara  Hall 

258 

900 

21 

Koch,  William  Ingraham  0 

230 

650 

361 

Marshall,  E.  Pierce 

228 

1,300 

i; 

; 

Kohlberg,  Jerome  Spiegel  Jr. 

198 

1,000 

236 

Marsico,  Thomas 

202 

750 

3' 

r 

Kohler,  Herbert  &  family 

258 

1,500 

145 

Mathile,  Clayton  Lee 

240 

1,700 

12 

Kovner,  Bruce 

195 

1,100 

211 

May,  Cordelia  Scaife 

194 

750 

3< 

Krasny,  Michael 

248 

1,500 

145 

Mays,  L.  Lowry 

164 

1,600 

12 

► 

Kravis,  Henry  R. 

192 

1,400 

156 

McCaw,  Bruce  R. 

216 

1,000 

22 

r 

Krehbiel,  Frederick  A. 

264 

710 

362 

McCaw.  Craig  0 

216 

2,700 

1 

r 

Krehbiel,  John  Hammond  Jr. 

264 

1,000 

236 

McCaw,  John  Elroy  Jr. 

218 

965 

2' 

Kroc,  Joan  Beverly  &  family 

235 

2,200 

85 

McCaw,  Keith  W. 

216 

1,000 

22 

1 

Kroenke,  Ann  Walton 

246 

3,200 

56 

McCombs,  Billy  Joe  (Red) 

166 

1,400 

1! 

Kroenke,  E.  Stanley 

246 

1,100 

211 

McCormack,  Mark  0 

292 

700 

31 

L 

McGovern,  Patrick  Joseph 

162 

2,000 

; 

> 

Langone,  Kenneth  G. 

250 

1,300 

172 

McKelvey.  Andrew 

284 

1,300 

i; 

1 

Lauder,  Leonard  Alan 

254 

3,500 

51 

McLane,  Robert  Drayton  Jr. 

250 

1,100 

22 

I 

Lauder,  Ronald  Steven 

254 

3,000 

66 

McMahon,  Vincent  K. 

174 

700 

31 

1 

Lauren,  Ralph 

256 

2,000 

97 

McNair,  Robert  C, 

228 

1,500 

i< 

i 

Laurie,  Hancy  Walton 

246 

2,100 

99 

McNealy,  Scott  G. 

148 

975 

21 

■ 

Lee,  Thomas  Haskell 

198 

900 

299 

Menard,  John  R.  Jr. 

248 

2,000 

t 

LeFrak,  Samuel  Jayson 

207 

2,800 

67 

Milken,  Michael  Robert 

202 

770 

3' 

i 

Lenfest,  Harold  FitzGerald 

169 

1,100 

211 

Miller,  Sydell 

260 

1,300 

i: 

i 

Lerner,  Alfred 

179 

4,900 

34 

Milliken,  Roger 

266 

1,000 

2: 

* 

Levine,  Leon  &  family  0 

251 

750 

345 

Mitchell,  George  Phydias 

226 

1,600 

i: 

i 

Levine,  Stuart  Robert 

152 

675 

378 

Moore,  Gordon  Earle 

142 

5,300 

; 

a 

Levine,  William  S. 

286 

950 

272 

Moran,  James  Martin 

284 

1,300 

1] 

i 

Levinson,  Frank 

154 

600 

391 

Morean,  William 

262 

1,100 

2: 

1 

Levy,  Leon 

202 

750 

345 

Moreno,  Arturo 

286 

1,100 

2: 

i 

Lewis,  Peter  Benjamin  0 

196 

1,000 

236 

Morgridge,  John  P. 

144 

1,600 

l: 

i 

Lindemann,  George  L.  &  family 

166 

1,400 

158 

Morris,  William  Charles  ■ 

204 

600 

3! 

1 

Lindner,  Carl  Henry  Jr.  0 

204 

650 

381 

Munger,  Charles 

194 

1,300 

1 

i 

Littlefield,  Edmund  Wattis 

282 

1,700 

124 

Murdoch,  Keith  Rupert 

158 

7,500 

l 

1 

Lucas,  George 

160 

3,000 

69 

Murdock,  David  Howard 

194 

1,100 

2: 

Lupton,  John  Thomas 

242 

750 

345 

N 

1 

M 


Magerko,  Maggie  Hardy 


250 


775 


336 


Magness,  Gary 


168 


1,300 


172 


♦  New  entry.  0  Returnee. 


Naify,  Robert  Allen 


164 


Nash,  Jack  0 


204 


Nelson  &  family.  Marilyn  Carlson  284 


Newhouse,  Donald  Edward 


160 


1,700 


650 


1,300 


5,000 
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Net  Worth  ($mil) 

Rank 

Name 

Page 

Net  Worth  ($mil) 

Rank 

swhouse,  Samuel  Irving  Jr. 

160 

5,000 

31 

Sarof  im,  Fayez  Shabby 

186 

1,800 

no 

• 

cholas,  Henry  III 

142 

2,000 

97 

Saul,  Bernard  Francis  II O 

200 

800 

320 

choUs,  Peter  M. 

260 

1,400 

158 

Scaife,  Richard  Mellon 

194 

i.100 

211 

. 

Schneider,  Donald  J. 

286 

1,000 

236 

1 

ilschlager,  James  * 

204 

600 

391 

Scbulze,  Richard  M. 

246 

2,200 

85 

1 

nidyar,  Pierre  M. 

142 

4,600 

36 

Schwab,  Charles  R. 

279 

4,000 

42 

merman,  Dwight  D. 

172 

950 

272 

Scott,  Walter  Jr. 

216 

1,200 

189 

1 

Shirley,  Jon 

152 

760 

343 

1 

sery,  Richard  Taylor 

208 

1,200 

189 

Shorensfein,  Walter  Herbert 

212 

900 

288 

1 

to,  Nelson 

198 

970 

269 

Short,  Patricia  A.* 

262 

1,000 

236 

it  trelman,  Ronald  Owen 

186 

2,300 

81 

Sidhu,  Sanjiv 

148 

1,000 

236 

trenchio,  Andrew  Jerrold 

162 

2,500 

73 

Siebel  Thomas  M. 

144 

1,800 

116 

Hiret,  Henry  Ross 

182 

3,900 

47 

Siegel,  Herbert 

170 

1,100 

211 

rry,  Claire  Eugenia  Getty 

230 

775 

336 

Simmons,  Harold  Clark 

192 

1,500 

145 

lersen,  Robert  Einar  0 

176 

700 

364 

Simon,  Men/in  0 

214 

710 

362 

hlad,Carl 

188 

1,800 

118 

Simonyi,  Charles 

148 

1,000 

236 

ice,  Michael  F. 

198 

900 

288 

Simplot,  John  R. 

235 

3,500 

51 

taker,  Robert  Alan 

279 

5,500 

26 

Smith,  Frederick  Wallace 

290 

890 

295 

taker,  Thomas  J. 

279 

5,500 

26 

Smith,  Dllen  Bruton 

286 

1,000 

236 

Smith,  Vincent  C. 

150 

800 

328 

adracci,  Harry  V. 

291 

780 

333 

Sobrato,  John  Albert 

208 

1,200 

189 

Solow,  Sheldon  Henry 

212 

850 

381 

1 

inwater,  Richard  Edward 

226 

1,800 

118 

Sorenson,  James  L 

256 

3,000 

68 

les,  Mitchell 

260 

1,300 

172 

Soros,  George 

179 

6,900 

23 

les,  Steven 

260 

1,300 

172 

Spangler,  Ciemmie  Dixon  Jr. 

188 

1,800 

110 

I 

idstone,  Sumner  M. 

158 

10,100 

14 

Spanos,  Alexander  Gus 

212 

870 

388 

jid,  Elizabeth  Ann 

258 

900 

288 

Speer,  Roy  Merrill 

291 

810 

317 

;h,  Marc  David 

195 

1,200 

189 

Spielberg,  Steven  Allen 

162 

2,100 

98 

i  n,  Robert  Edward  Sr. 

240 

1,700 

124 

Stanton,  John  W. 

150 

780 

333 

k  ketts  &  family,  J.  Joe 

290 

850 

381 

Stempct,  Ernest  E. 

186 

2,000 

97 

lerts,  Brian  L. 

170 

1,000 

236 

Stephens,  Jackson  Thomas 

192 

1,500 

145 

iierts,  George  R. 

192 

1,400 

158 

Stern,  Leonard  Norman 

207 

2,200 

85 

lertson,  Julian  H.  Jr. 

198 

1,000 

236 

Stewart,  Martha 

176 

650 

381 

 ■ m  

ninson,  Jesse  Mack  0 

200 

840 

311 

Strawbridge,  George  Jr.  0 

238 

600 

381 

(A,  Arthur  J. 

195 

1,100 

211 

Strong,  Richard  S. 

200 

850 

381 

1 

kef  eller,  David  Sr. 

222 

2,500 

73 

Stryker,  Jen  L  ★ 

262 

1,100 

211 

|  ikefeller,  Laurance  Spelman 

222 

1,500 

145 

StryketRondaE.* 

262 

1,100 

211 

kef  eller,  Winthrop  Paul 

222 

1,200 

189 

Sturm,  Donald  L. 

218 

900 

288 

ki,  Edward  Jr. 

212 

900 

286 

T 

fling,  Robert 

280 

2,500 

73 

Taubman,  A.  Alfred  0 

214 

770 

346 

1  fin,  Phillip  0 

292 

700 

364 

Taylor,  Glen 

280 

1,800 

110 

n,  Patrick  George 

195 

1,100 

211 

Taylor,  Jack  Crawford 

279 

2,800 

67 

1 

TeeL  Joyce  Raley 

240 

900 

286 

an,  Haim  * 

168 

1,300 

172 

Thome,  Oakleigh  Btakeman  III 

174 

800 

328 

.John 

142 

2,300 

81 

Fisch,  Laurence  Abu 

182 

2,100 

98 

•ueli,  Henry 

142 

2,000 

97 

Tisch,  Preston  Robert 

182 

2,600 

78 

L  Roger  W. 

228 

1,300 

172 

Tow,  Leonard  &  family  k 

166 

1,400 

158 

i  

: 

entry  0  Returnee. 

Troutt.  Kenny  A, 

216 

1,400 

158 
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Page 

Net  Worth  (Smil) 

Rd 

Trump,  Donald  John 

208 

1,800 

110 

Weill  Sanford 

188 

1,600 

iH 

Turner.  Robert  £  (Ted) 

160 

6,200 

25 

Welch,  John  F.  (Jack)* 

270 

680 

i 

Turner.  William  Butler 

242 

835 

312 

Wendt,  Richard 

270 

700 

i 

U 

West,  Alfred  P.* 

195 

1,200 

Udvar-Hazy,  Steven  Ferencz 

182 

2,500 

73 

Wexner,  Leslie  Herbert 

246 

2,300 

Ueltschi,  Mart  Lee 

284 

1.100 

211 

White,  Dean 

288 

1,000 

I 

V 

Whitman,  Margaret 

150 

850 

3  1 

VanAndeLJay 

248 

1.500 

145 

Williams,  Arthur  L.  Jr. 

192 

1,400 

1 

Van  leans,  Hope  Hill 

238 

1.000 

236 

Winfrey,  Oprah 

172 

900 

2) 

Vilar,  Alberto* 

198 

1,000 

236 

Winnick,  Gary 

198 

930 

2 

Vrterbi,  Andrew* 

216 

640 

386 

Wrigley.WWamJr. 

235 

3,200 

W 

Wyty,  Samuel 

200 

800 

3) 

Wagner,  Todd 

146 

800 

320 

Y 

WaMt.  Norman  W. 

152 

725 

356 

Yang,  Jerry 

152 

625 

31 

WaHt.  Theodore  W. 

144 

1,700 

124 

Yuen,  Henry  C 

170 

1,100 

2 

Walton.  Alice  L. 

136 

17,500 

5 

Z 

Walton,  Helen  R. 

136 

17,500 

5 

Zell,  Samuel 

207 

1,900 

1 

Walton,  Jim  C. 

136 

17,500 

5 

Off,  Daniel  Morton 

169 

1,200 

1 

Walton,  John  T. 

136 

17,500 

5 

Ziff,  Dirk  Edward 

169 

1,200 

11 

Walton,  S.  Robson 

136 

17,500 

5 

Ziff,  Robert  David 

169 

1,200 

U 

Wang,  Charles  B. 

150 

925 

278 

Zilkha,Selim* 

230 

700 

31 

Warner,  H.Ty 

254 

4,000 

42 

Zuckerman,  Mortimer  Benjamin 

210 

1,100 

E 

Washington,  Dennis 

186 

1,600 

136 

Zwan,  Bryan  J.* 

154 

600 

E 

Watkins,  Edward  G.* 

266 

900 

288 

Weber,  Charlotte  Colket 

238 

1,100 

211 

IdJ  £!£LJ££rom  visit  our  Web  site  atWArw.forbes.com/richlist 

*New  entry.  0  Returnee. 

carets 


Tom  Adams,  Adams  Media  Research,  Carmel  Valley,  Calif. 

Richard  Armstrong,  Armstrong  &  Associates,  Stoughton,  Wis. 

Beverage  World,  New  York,  N.Y. 

Broadcasting  &  Cable  yearbook,  New  Providence,  N.J. 

Edward  Bury,  CCIM  Institute,  Chicago,  III. 

Ed  Christman,  Billboard  magazine,  New  York,  N.Y. 

Robert  Clark,  SNL  Securities,  Charlottesville,  Va. 

Frank  Doyle,  PricewaterhouseCoopers,  Boston,  Mass. 

Mark  J.  Ducey,  Department  of  Natural  Resources, 

University  of  New  Hampshire,  Durham,  N.H. 
Arlen  Edgar,  Midland,  Tex. 
Editor  &  Publisher  yearbook,  New  York,  N.Y. 
Richard  Eichwald,  Fleishman-Hillard,  St.  Louis,  Mo. 
Marc  Finer,  Communication  Research,  Pittsburgh,  Pa. 
Marc  Ganis,  Sportscorp.  Ltd.,  Chicago,  III. 
John  Green,  WBBM-TV,  Chicago,  III. 
Jeff  Hale,  Steiner  Equities,  Roseland,  N.J. 
Michelle  Jefcoat,  CB  Richard  Ellis,  Newport  Beach,  Calif. 


Kagan  World  Media,  Carmel,  Calif. 

Craig  Leupold,  Green  Street  Advisors,  Newport  Beach,  Calif. 
Renee  Lewis,  Questore,  Portland,  Me. 
Lionshares,  New  York,  N.Y. 
Jack  Lutz,  James  W.  Sewall  Co.,  Old  Town,  Me. 
Stephen  Pendergast,  Salomon  Smith  Barney,  New  York,  N.Y. 
Daniel  Pickering,  Simmons  &  Co.  International,  Houston,  Tex 
Don  Phillips,  Momingstar,  Chicago,  III. 
James  Record,  SNL  Securities,  Charlottesville,  Va. 
Bill  Schadewald,  Houston  Business  Journal,  Houston,  Tex 
Bill  Shanahan,  Cushman  &  Wakefield,  New  York,  N.Y. 
Michael  Sitrick,  Sitrick  &  Co.,  Los  Angeles,  Calif. 
Gary  Stevens,  Gary  Stevens  &  Co.,  New  Canaan,  Conn. 
Bob  Strachota,  Shenehon  Co.,  Minneapolis,  Minn. 
Mike  Talafus,  Cushman  &  Wakefield,  Irvine,  Calif. 
John  Wakefield,  IHS  Energy  Group,  Houston,  Tex. 
Jack  Walsh,  WB36-TV,  Atlanta,  Ga. 
Andrew  S.  Zarnett,  Deutsche  Bank,  New  York,  N.Y. 
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Rayovac's  New  1-Hour  NiMH  Charger  and  Rechargeable  NiMH  Batteries 

The  ideal  power  solution  for  today's  demanding  electronic  devices!  Rayovac 
NIMH  last  2x  longer  than  any  alkaline  in  digital  cameras  and  recharge  up  to 
lOOOx.  Rayovac's  new  1-Hour  Charger  is  the  fastest  in  the  world,  speed 
charging  high  capacity  NiMH  in  just  1  hour.www.rayovac.com 


r 


ach.  t 


c  c  c 

□electronics' S  170  THX 
ra-certified  Surround 
lamp/Processor 

:  S  170  THX  Ultra-certified 
■round  Preamp/Processor  offers  ultimate  performance  for  music  and  home 
ater,  exceptional  flexibility,  upgradeability  and  a  simple  user  interface.  Please  see 
website  at  www.NADelectronics.com  or  call  1-781-784-8586  for  more  details. 


i 


StOH 


ome  Systems' 
tKSIC  CD  LIBRARY 
MENT 

ward  winning 
ch  Panel  adds  yet 
ew  dimension  to 
m  control.  With 
ic  you  can  view 
artist  name,  tracks 
olor  cover  art 
2,400  audio  CDs 
ouch  Panels  any- 

the  home!  CDs  can  be  played  individually,  randomly, 
or  from  personalized  play  lists. 

3,000 

me  Systems  L.L.C.,  2428  Palumbo  Dr.,  Lexington, 
9,  859-269-7760,  www.elanhomesystems.com 


Tivoli  Audio's  Model 
One  Table  Radio 

Tivoli  Audio  brings  together  the 
look  of  the  past  with  the  tech- 
nology of  today.  Hi-fi  pioneer, 
Henry  Kloss,  has  created  the 
Model  One  table  radio  using 
technology  designed  for  cell 
phones,  helping  retrieve  even 
low  power  FM  stations.  Tuning 
is  easy  with  the  use  of  a  large 
5:1  gear  ratio  dial,  while  the  3 
inch  speaker  delivers  enhanced 
bass  and  smooth  treble. 
Beautifully  designed  in  your 
choice  of  three  color/wood  fin- 
ishes. Runs  on  either  120VAC 
or  12VDC  and  measures  8"  X  5" 


X  4".  $99.99 


Bose®  Lifestyle®  DVD  Home 
Entertainment  Systems 

Hear  what's  new,  different  and  better  in 
surround  sound  from  the  most  respected 
name  in  sound.  Call  1-800-ASK-BOSE 
or  visit  ask.bose.com 


Monitor  Audio's  Gold  Reference  Speaker  System 

British  based  Monitor  Audio  has  been  manufacturing  superb 
reference  speakers  for  three  decades. 
The  new  Gold  Reference  speaker 
system  is  no  exception  and  reaches  a 
new  level  of  performance.  All  drivers 
are  made  from  ceramic-coated 
aluminum  magnesium  (C-CAM).They 
are  perfect  for  music  and  yet  deliver  all 
the  dynamics  required  for  home  theater. 
The  exquisite  hand-made  real  wood  cabinets 
look  more  like  fine  furniture  than  ordinary 
speakers  and  are  available  in  natural 
cherry,  rose-mahogany  and  black  ash 
veneers,  www.monitoraudiousa.com 


o 


ind  the  latest  and  greatest  technology  online  —  www.e-gear.com 
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Face  Time 


p  a  i  n  t  i  n  g  I  Want  your  head  nailed  to  the  wall?  Get  in  line.  Business 
is  booming  for  artists  who  paint  likenesses  at  up  to  $50,000  a  pop. 


BY  LEA  GOLDMAN 

HE'S  NO  SLOUCH  IN  REAL  LIFE.  BUT  ON  CAN- 
vas — his  looks  enhanced  by  some  cerulean 
blue  and  an  aspect  of  wry  cunning — Laurence 
Tisch  looks  very  important.  No  surprise,  given 
that  the  cochairman  of  Loews  Corp.  captains 
a  conglomerate  worth  $10  billion  (market  cap).  But  on  that 
winter  morning  in  1999  when  he  posed  in  his  office  for  the 
portrait  that  now  hangs  at  New  York  University,  where  he  is  a 
trustee,  Tisch  at  times  looked  more  preoccupied  than  power- 
ful, glancing  between  the  man  painting  him  and  the  comput- 
ers that  tracked  the  tremors  in  his  $2.1  billion  fortune. 

No  hint  of  that  distraction  appears  in  the  finished  painting, 
nor  any  telltale  signs  of  his  current  78  years.  It's  a  portrait  you 
sense  Tisch  would  have  liked  in  wallet-size,  or  to  replace  the 
photo  on  his  driver's  license.  It's  that  good,  worth  every  penny 
of  the  $35,000  price  tag.  On  average,  that's  what  John  Howard 
Sanden  charges  chief  executives,  socialites  and  other  power 
brokers.  Among  those  who've  sat:  Metromedia's  John  Kluge 
(net  worth:  $10.6  billion),  SAS  Institute's  James  Goodnight 
($4.6  billion),  Citigroup's  Sanford  Weill  ($1.6  billion).  Sanden 
is  currently  painting  Aetna  head  honcho  Dr.  John  Rowe. 

Sanden,  65,  is  one  of  a  dozen  or  so  portrait  kingpins  who 
charge  around  $25,000  for  a  head-and-shoulders  oil  and  up  to 
$50,000  for  a  full-body  portrait.  The  best,  such  as  Everett  Ray- 
mond Kinstler,  in  Manhattan,  have  a  waiting  list  of  up  to  two 
years.  (A  portrait  of  AIG  Chairman  Maurice  "Hank"  Green- 
berg  and  his  wife,  Corinne,  shares  studio  space  with  sketches  of 
a  dapper  Tony  Bennett  and  a  stiff-lipped  Bill  Clinton.) 

Despite  market  woes,  professional  portrait  artists  aren't 
pawning  their  palettes  to  pay  the  rent.  Last  year  Manhattan's 
Portraits,  Inc.  found  commissions  for  some  300  portraits.  This 
year  it'll  be  closer  to  200,  with  middle-tier  artists  charging  on 
average  $10,000  a  pop;  the  gallery  pockets  40%.  "We're  reces- 
sion-proof," boasts  owner  Marian  MacKinney.  Maybe  because 
Silicon  Valley — with  its  here-today,  gone-next-quarter  up- 
starts— never  was  a  serious  chunk  of  the  corporate  portrait 
business.  "We  haven't  had  one  dot-commer.  They  don't  stay 
in  one  position,  or  in  one  place,  for  too  long,"  says  MacKinney. 
The  resistance  also  has  something  to  do  with  the  crusty, 


Mary  Maxwell  Gates 
by  Margaret  Sargent. 


Draper's  portrait  of  former  I 
Chief  Thomas  J.  Watson  Jr. 


dour  reputation  still  dogging 
the  profession.  When  John 
Singer  Sargent,  the  Rembrandt 
of  modern  portraiture,  unveiled 
"Madame  X"  in  1884,  he  nearly 
wiped  out  centuries-old  codes 
dictating  a  subject's  pose  and 
demeanor.  His  depiction  of  a 
bare-shouldered  Paris  celebrity 
in  a  size-too-small  black  gown 
was  a  stick  in  the  eye  of  tradi- 
tion. But  try  explaining  that  to 
the  Brooks  Brother  seated  in 
the  studio  with  a  $25,000  check 
in  his  pocket.  What  the  client 
wants,  the  client  gets.  "When  I 
just  started  out  I  wasn't  feeling 
pressure.  I  was  just  having  fun," 
explains  Sanden.  "Now  my 
clients  are  more  conservative, 
and  I'm  more  cautious." 

That's  precisely  why  por- 
trait artists  often  feel  slighted  by 
the  artistic  community  at  large. 
There's  no  real  mandate  to  cre- 
ate a  work  of  art — just  a  con- 
tract to  create  a  well-crafted, 
preferably  appealing  likeness  of 
someone  wealthy  or  important 

enough  to  demand  one.  That  Kinstler's  rendering  of  Bean 
was  once  good  enough  for  such  Stearns  bi2wig  Alan  Greent 

masters  as  Hans  Holbein  the  Younger,  who  immortalized  rr 
of  the  big-league  hitters  in  the  court  of  Henry  VIII 

To  liven  up  an  uninspired  portrait,  Sanden  will  add  a  f 
of  color  to  a  tie  or  a  barely-there  smirk,  as  in  Tisch's  port 
Such  touches  illustrate  why  choosing  a  portrait  artist  is  as 
portant  as  selecting  a  good  plastic  surgeon.  An  error  in  ji 
ment  can  yield  a  lifetime  of  regret.  It's  worth  soliciting  reci 
mendations  from  other  chiefs  at  the  clubhouse  or  callii  1* 
gallery  specializing  in  portraits.  The  Portrait  Source,  in  Y 
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gainst  the  wall:  Aetna 
ft  John  Rowe  strikes  a 
for  John  Howard  Sanden. 


nortaM  inville,  N.C.,  for  example,  represents  50  artists  across  the 
.yj]]     itry  and  offers  recommendations  based  on  the  subject,  how 
nfilladda  h  you're  willing  to  pay  and  where  the  painting  will  hang. 
isk  how  much  sitting  time  is  involved.  William  Franklin 
>er,  the  so-called  dean  of  portrait  artists,  who  painted  a 
t-sleeved  John  F.  Kennedy  for  the  White  House,  requires 
soliciting w  !  mornings.  (Kennedy  later  insisted  on  being  portrayed  in 
>use  or  call  set.)  Most  artists  ask  for  at  least  two  sittings  for  two  hours 
.  Cancel  the  board  meeting  and  forward  all  calls  to  your  as- 


sistant. "He  can  take  a  call  as  long  as  it's  from  the  White  House," 
says  Sanden,  who  made  the  exception  only  once,  when  then- 
Riggs  National  Corp.  chairman  Joe  L.  Allbritton  took  a  call 
from  President  George  Bush  in  1992. 

Some  artists  won't  do  posthumous  portraits — or  paint 
from  photos.  Last  year  Bill  Gates  commissioned  Margaret  Sar- 
gent to  paint  his  mother,  who  died  in  1994.  Gates  and  his  father 
gave  Sargent  photos  and  home  videos  of  family  gatherings. 
But  painting  a  seated  Mary  Maxwell  Gates  proved  challeng- 
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ing,  so  Sargent  herself  donned  a  suit  and 
pumps  and  posed  for  photos  to  work 
from.  The  results  were  imperfect  and  re- 
quired reworking.  "They  suggested  that  I 
change  the  color  of  her  shoes.  She  always 
wore  the  same  color  shoes  as  her  suits. 
And  they  told  me  that  she  didn't  wear 
nail  polish,"  says  Sargent,  who  is  related 
to  John  Singer  Sargent  through  marriage. 

Ex  post  facto  changes  are  common, 
and  upper-echelon  artists  are  adept  at  fi- 
nessing sore  spots  like  a  receding  hairline 
or  an  advancing  paunch.  Other  tips:  Re- 
quest that  a  mirror  be  set  up  so  you  can 
watch  the  painter  in  progress — and  that 
you  be  allowed  periodic  peeks  at  the  un- 


finished work.  Be  explicit  about  how  large 
the  painting  should  be  (no  larger  than  the 
company's  former  chief  executives,  typi- 
cally with  similar  framing).  Sanden 
recalls  how  he  delivered  a  portrait  to  a 
retiring  chief,  only  to  learn  that  it  was  a  lot 
larger  than  the  company's  other  portraits. 
The  solution?  The  client  insisted  Sanden 
paint  his  predecessor  the  same  size. 

The  costs  of  corporate  portraits  are 
almost  always  borne  by  the  company  de- 
spite lagging  sales  or  stock  slide.  (Though 
you  can  bet  the  expense  is  rarely  men- 
tioned at  the  annual  shareholders'  meet- 
ing.) Still,  if  the  board  of  directors  throws 
cold  linseed  oil  on  your  plans,  consider 


hiring  an  upstart  like  Minneapolis-bci 
Steven  Levin,  37,  or  award-winning  Sa 
Mobarak,  22,  of  Brooklyn,  N.Y.,  botl 
whom  charge  as  little  as  $5,000  a  h» 
Or  hire  someone  unrepresented  t 
gallery,  like  Simmie  Knox,  the  Si 
Spring,  Md.  artist  recently  commissio 
to  paint  the  official  White  House  porl 
of  Bill  Clinton.  Knox,  who  has  pair 
portraits  of  Supreme  Court  Just 
Thurgood  Marshall  and  Ruth  Ba 
Ginsburg,  says  he  had  to  "touch  up" 
former  President's  watery  eyes,  irrit; 
by  the  allergies  that  plagued  him.  i 
Knox:  "I  believe  at  some  point  you  1 
to  flatter  a  person." 


'O 

Anlfr 
Secoi 


For  ail  that,  the  spiffy  new  Aston  Martin  Vanquish  is  more  about  restraint  than  b 


BY  MICHAEL  FRANK 

THE  CHIEF  DESIGNER  OF  THE  NEW 
Aston  Martin  Vanquish,  Ian  Cal- 
lum,  is  struggling  to  distinguish  a 
Ferrari  from  his  latest  creation.  In  a  light 
Scottish  accent,  he  exclaims,  "Those  cars 
are  screaming  'Let's  go!'  while  the  Van- 
quish says,  'I'm  ready  to  dance.'" 

In  other  words,  despite  its  flared 
fenders,  grimacing  grille  and  450hp  V-12 
engine,  this  latest  Aston  Martin  is  more 
about  restraint  than  brio.  It's  a  sports  car 
made  for  someone  who,  though  having 
the  means  and  loving  the  notion  of  driv- 
ing a  supremely  fast  machine,  can't  stom- 
ach the  idea  of  owning  anything  so  bom- 
bastic as  a  bright  red  Italian  monster,  all 
wild  fins  and  geometric  angles. 

Still  don't  see  the  difference?  Then 


don't  sign  over  your  $228,000 
or  get  on  the  18-month  queue, 
the  current  wait  list  for  the  very 
rare  Vanquish,  which  officially 
went  on  sale  this  month.  Only 
300  will  be  sold  each  year  worldwide;  and 
even  Callum,  who  designed  the  most 
successful  Aston  Martin  ever,  the  DB7, 
doesn't  get  a  Vanquish  of  his  own. 

As  a  test-driver,  he  gets  to  hear  only 
snippets  of  the  car's  extraordinary  en- 
gine, which  can  fling  the  Vanquish  to 
lOOmph  in  10  seconds.  He  can  only  sit 
behind  the  wheel — his  back  bolstered  by 
quilted  Connolly  leather  seats,  his  feet 
resting  on  lovely  Wilton  wool  carpet- 
ing— as  a  guest. 

And  trust  us,  driving  a  Vanquish 
briefly  is  not  the  same  as  owning  one. 


Worth  the  18-month 
wait  and  $228,000 
price  tag:  stepping 
out  with  a  450hp 
V-12  engine. 


There's  a  learning  curve, 
six-speed  manual  transmis 
has  no  stick  or  clutch.  You 
via  two  paddles  (left  for  dc 
right  for  up)  bracketing 
steering  wheel.  You  can  shift  without 
having  to  remove  your  hands — a  g 
thing  with  so  powerful  a  car. 

I  only  had  a  day  to  run  a  Vanq 
on  the  highways  around  Edinburgh; 
its  transmission  forgave  my  hard  shif 
smoother  if  you  let  up  slightly  on 
throttle  between  gear  changes,  dc 
with  your  hands  what  you're  use* 
doing  with  your  left  foot.  Suspens 
Rock  solid  at  over  100  miles  per  h 
Truth  is,  the  best  911  Porsche 
nowhere  near  this  level  of  refinem 
It's  a  civil,  even  gentlemanly,  racer. 
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□Travel/Tourism/Leisure  Services 
j/Construction       DWholesale/  Retail/lmport/Export 

□Other  Business  Services 
ing  nOther  Financial  Services 

lie  Utilities 

Printing/Broadcasting 


Automotive 

1.  Toyota  Motor  North  America 

www.toyota.com/tomorrow 

Acuta 
1-800-TO-ACURA 
www.acura.com 

2.  American  Honda  Motor  Company 

1-800-33-HONDA 
www.honda.com 

3.  BMW  ol  North  America 
1-800-334-4BMW 
www.bmwusa.com 
Business  to  Business 

4.  JB  Edwards 
www.jdedwards.com 

5.  Timken 
1-800/  223-1954 
www.timken.com 

Vlsteon 
www.visteon.com 
Computer/Technology 

Computer  Associates 
www.computerassociates.com 

6.  Samsung  Electronics 
www.samsung.com 
Consumer  Products/Services 

7.  Allen-Edmonds 
1-800-235-2348 
www.allenedmonds.com 

8.  Buke  Energy 
www.duke-energy.com 

9.  Phillips  Petroleum  Company 
www.phillips66.com 

JVC 
www.jvc.com 
Financial  Services 

10.  A I M  Distributors,  Inc. 
1-800-347-1919 
www.aimfunds.com 

American  Century  Investments 
1-877-44-AMCEN 
www.americancentury.com 

11.  Oatek 
1-877-88-DATEK 
www.datek.com/mag 

FannieMae 
www.tanniemae.com 

Janus  Investment  Fund 
www.janus.com 

12.  TIAA-CREF 
www.tiaa-crcf.org 
Hotels 

13.  Beverly  Hills  Convention  &  Visitors 
Bureau 

1-800-345-2210 
www.visitbh.com 

14.  The  Peninsula  Croup 
www.peninsula.com 
Real  Estate 

15.  The  Remington 
1-310-474-9300 
www.the-remington.com 
Business  Classified 

16.  Academic  Resource  Center 
1-800-951-1203 
www.arrc.org 

17.  Arboc  Inc. 

18.  Capital  Asset  Management 

www.assetprotection.com 
1-800-710-0002 

19.  Cell  Group,  Inc. 
www.bison.com 

20.  Delaware  Business  Inc. 
www.e-incorporate.com 
1-800-423-2993 

21.  Equilio 
1-800-203-8119 
www.equilio.com 


22.  Freeman  &  Associates 

1-800-798-5189 
www.freeman-assoc.com 

23.  Fridgedoor.com 
1-800-501-3953 
www.fridgedoor.com/biz.html 

24.  International  Egamlng  Developers 
Inc.  www.egamingdevelopers.com 

25.  Investor's  Recovery 
1-877-719-4400 
www.recoverurloss.com 

26.  Kercher  Industries,  Inc. 
1-800-634-1577 
www.incrediblebusiness.com 

27.  The  Loan  Consultants 
1-800-336-3933 
www.viewTLC.com 

28.  Medical  Hair  Restoration 
1-888-889-7703 

www.medicalhairrestoration.com 

29.  Nationwide 
1-800-995-0049  ext  7675 

30.  Orr  Land  Company 
www.orrland.com 

31.  Pilgrim  Tours 
1-800-322-0788 
www.pilgrimtours.com 

32.  Pro-Pax  Systems 
1-888-776-7291 
www.pro-pax.com 

33.  Publishers  Guild 
1-800-675-6144 

34.  Registered  Agents,  LTD 
1-800-441-5940 
www.lncUSA.com 

Steven  Sears  CPA/Attorney 
1-714-544-0622 
www.searsatty.com 

35.  Trendchannel.com 
www.trendchannel.com 
35.  Triton  Industries 
www.tritonindustries.com 

37.  Worldwide  Business  Consultants 
1-800-733-2191 

Display  Classified 

38.  Perma  Crete 

1-800-607-3762 
www.permacrete.com 

39.  Christensen  Yachts 
954-766-8888 

40.  L-3  Communications 
1-866-438-7748 
www.L-3Com.com/privatel 

41.  Endless  Pools 
1-800-233-0741  X1760 
www.endlesspools.com 

42.  Valet  Yachts,  Ltd. 
1-800-223-3845 
vmw.valefyachts.com 

43.  Menieke  Discount  Mufflers 
1-800-MENIEKE 

44.  Lifespan  Longevity 
1-888-799-2238 
www.lifespan-hgh.com 

45.  E.T.  Wright 
1-877-442-1192 

46.  Modern  Postcard 
1-800-959-8365 

www.  modern  postcard  .com 

47.  Moran  Yachts 
www.moranyachts.com 

48.  Portraits  by  McCready 
1-888-473-7878 
www.benmccready.com 

49.  International  Wine  Accessories 
1-800-527-4072 
www.iwawine.com 


50.  The  Limited  Editions  Club,  Inc. 

1-800-223-0768 

51.  Brana  Fine  Arts 

1-800-275-DALI 

52.  Kent's  Hill  School 

www.kentshill.org 

Government 

53.  Government  Information  Office 

www.taipei.org 

54.  TEDA  S  TPFTZ  Work  Committee  of 

CPC  www.teda.gov.cn 

Special  Sections 

Herb 

www.hertz.com 
Merck  Medco 

www.merckmedco.com 
Hitachi  Data  Systems 

www.hitachidatasystems.com 

MALAYSIA:  Prime  for  Investment 

55.  Malaysian  Industrial  Development 
Authority  (MIDA)  www.mida.gov.my 

56.  Multimedia  Development 
Corporation  Sdn  Bhd  (MDC) 

www.mdc.com.my 

57.  Petroliam  Naslonal  Berhad 
(PETRONAS): 
www.petronas.com.my 

58.  National  Biotechnology 
Directorate/Bio  Malaysia  2002 
http://nbd.mastic.gov.my 

MALAYSIA:  Truly  Asia 

59.  Malaysia  Tourism  Promotion  Board 
(Tourism  Malaysia) 

www.tourismmalaysia.gov.my 

Destination  Hong  Kong 

60.  Great  Eagle  Hotel 

www.gehotel.com 

61.  Harbour  Plaza  Hong  Kong 

www.harbour-plaza.com/hphk 

62.  Hong  Kong  Tourism  Board 
www.DiscoverHongKong.com 

63.  Hotel  Miramar  Hong  Kong 

www.miramarhk@hmhm-group.com 

Watch  &  Jewelry  review 
Aaron  Basha 

www.aaronbasha.com 
Bailey  Banks  &  Biddle 

1-800-651-4222 

Faberge 
www.faberge.de 

Hoya  Crystal 
1-800-462-H0YA 

Hyde  Park  Jewelers 
1-800-530-24KT 
www.hydeparkjewelers.com 

Maurice  Lacroix 
1-800-794-7736 

Miktmoto 
www.mikimofoamerica.com 

Molina  Fine  Jewelers 
1-800-257-2695 

Yanina  &  Co. 
1-800-780-3433 
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Out  of  the 
Shadows 


the  sporting  L  I  F  E  |  A  Las  Vegas  golf  course  charges 
$500  for  a  round— and  a  chance  to  rub  shoulders  with  fame. 


BY  BRETT  PULLEY 

THE  PRESIDENT'S  FATHER  TEES 
off  there.  Tiger  Woods  has,  too. 
Michael  Jordan  calls  it  his  fa- 
vorite course.  But  for  the  first  1 1  years  of 
Shadow  Creek's  existence  in  the  desert 
north  of  Las  Vegas,  the  course  was  off- 
limits  to  regular  duffers.  Instead,  casino 
magnate  Steve  Wynn  allowed  only 
friends,  business  associates  and  very  high 
rollers  to  play  the  $40  million  course. 
Which,  of  course,  increased  its  mystique. 

Now  Wynn  is  temporarily  out  of  the 
casino  business,  and  Kirk  Kerkorian,  the 
man  who  bought  his  Mirage  Resorts, 
wants  more  cash  flow.  So  members  of 
the  public  are  now  welcome  at  Shadow 


Stepping  into  the  clubhouse,  you  see 
names  of  regular  players  on  lockers, 
sides  Tiger,  George  and  Michael,  tl 
are  actors  Samuel  L.  Jackson,  Bruce  VN 
and  Sylvester  Stallone  and  golfers 
Crenshaw  and  Davis  Love  III. 

You  may  not  run  into  any  of  th 
since  only  a  dozen  or  so  foursomes 
each  day.  Out  on  the  first  tee  you'll 
a  classic  piece  of  Vegas  fakery:  a  oi 
barren  320-acre  desert  parcel  posin 
a  mature,  august  golf  club.  But  unlike 
City's  pint-size  Eiffel  Tower  and  its 
oxidized  Statue  of  Liberty,  Shac 
Creek's  illusion  holds  up  pretty  v 
Clearly  inspired  by  some  of  the  g 
ones,  like  Augusta  National  in  Geoi 
architect  Thomas  Fazio  designed 
7,100-yard,  par-72  course  by  scoo{ 
out  a  bowl  in  the  middle  of  the  de 
and  building  a  natural  rim  around 
edge  to  block  all  sight  of  the  surrount 
desert  floor.  There  are  man-made  b 
rolling  hills,  gurgling  brooks  and  21 
trees.  The  signature  hole  is  the  171 
164-yard  par  3  that  tees  off  from  a  1 
ridge  and  drops  30  feet  over  a  lake 
tiny  green  that  sits  in  front  of  a  huge 
terfall.  Sure,  golfers  have  been  treate 
the  incongruous  sight  of  walla 
thumping  across  the  greens,  w 
parched  mountaintops  hover  in  the 
tance.  But  what  do  you  want?  It's  Ve 
Still,  Shadow  Creek  inspires  swc 
ing  from  serious  golfers.  Golf  Digest 
it  one  of  the  country's  top  ten  dail) 
courses.  It  may  lack  history,  but  it's 
ginning  to  create  its  own.  One  Acad 
Award-winning  actor  is  rumore 
have  carded  lower  numbers  than  hi: 
tual  strokes,  and  famous  athletes  1 
been  known  to  wager  tens  of  thousj 
of  dollars  on  a  single  round.  So  may 
isn't  St.  Andrews.  Some  things  can 
replicated — not  even  in  Las  Vegas. 


Creek,  as  long  as  they're  staying  at  one 
of  the  six  MGM  Mirage  casinos — and 
willing  to  pay  $500  a  round. 

Yes,  you  can  pay  a  lot  of  money  (see 
table)  for  18  holes  at  other  courses,  too. 
You're  typically  buying  a  challenging 
round  on  an  impeccable  course  with 
great  natural  beauty  or  a  storied  past.  At 
Shadow  Creek  you  get 

a  course  teeming  with   The  Gross  Isn't  Always  Greent 

beauty — though  it's 
not  exactly  natural. 
And  instead  of  history 
it  offers  the  Vegas 
equivalent:  celebrity. 

The  course  makes 
this  point  up  front. 


How  Shadow  Creek's  green  fees  compare  with  other  top  courses 


Pebble  Beach  Golf  Links,  Pebble  Beach.  Calif. 


$350 


Pinchurst  Country  Club  (No.  2  course),  Pinehurst,  N.C.  325 


Doral  Golf  Resort  (blue  course),  Miami,  Fla. 


Kiawah  Island  Resort  (ocean  course),  Kiawah  Island,  S.C. 


Bay  Harbor  Golf  Club,  Bay  Harbor,  Mich. 


240 


Green  fees  ate  based  on  peak  play  periods  and  non-resort-guest  rales 
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,one  yacht  at  a  time 


Sisterships  Available  for  Delivery 
•Hull  24  early  2002 
•  Hull  26  early  2003 


Sales  &  Service: 

954-766-8888  ph  •  954-766-8889  fax  •  Fort  Lauderdale,  Florida 
Shipyard  &  Main  Office: 
360-695-3238  ph  •  360-695-3252  fax  •  Vancouver,  Washington 


:  ubscriber  Service. ..to  order,  change  address  or  other  customer  service,  call  1-800-888-9896  For  intormation  and  rates  on  advertising  in  the  next 
usiness  Classified  Section  contact:  Media  Options  (1-800-442-6441  for  ad  rates  &  ad  information  only)  Fax:  1-973-694-8371  E-mail:  mediopt@aol.com 
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Rent  A  Greek 
Cruising  Palace 

And  sail 
among  the 
00  Greek 
islands 


Advertisement 


Established  In  1969 


THEN  YOU  CAN  SELECT  YOUR  OWN 
ENVIRONMENT,  YOUR  OWN  SCENERY,  YOUR  OWN  ISLAND! 

Charter  a  motor  yacht,  motor  sailer  or  sailing  yacht  (lor  6  to  50  guests, 
from  50'  to  200'  ami  $700  to  $20,000  per  day  for  entire  yacht  with 
its  full  crew)  from  VALEF  YACHTS,  agents  for  the  largest  fleet 
ol  crewed  yachts  lor  charter  in  Greece. 

IT  COSTS  NO  MORE  THAN  BEING  ON  A  CRUISE  SHIP 

;•     •  .;  BUT         '      . ,  ■  r  •  •:_  ; 

•  You  can  |>l,in  your  own  itinerary  with  your  own  captain 
.  %  YoUr  food  with  your  owp\chef 
•  Your  drinks  \\  tth  your  own  steward,  or  leave  it  up  to  them 
to.  .  .pamper  you.  . 

VALEF  YACHTS  LTD 

International  Hcadouarters:  725:l  Fir  ltd.,  ROB.  585,  Ambler,  PA  19002  U.S.A. 
Tel:  (215)611-162  I •  (21 5) 6 1 1-0 123  ■K800) 223-38-45  •  F.ix:  (2 1 5)  6 1 1  - 1  ~  16 
E-mail:  VALFFl" ix.netcom.com  •  Website:  VALFFVACHTS.com 


Physician  Prescribed 


Testosterone 


The  New  England  Journel  of 
Medicine  reports...' 

•  Increase  energy  levels 

•  Reduce  body  fat 
Increase  lean  muscle 
J    mass  &  strength 

•  Renew  sexual  drive 
&  performance 
Improve  skin  tone 
&  reduce  wrinkles 


Visit  our  web  site...  www.il 


.com 


call  toll  free 


KEEP  YOUR  PRIVATE 
BUSINESS  PRIVATE 


PRIVATE! 

irmT  ii  1 1  wki  i"jj"-|;|-^-i-H'iiiirai 


WITH  PRIVATEI  YOU  CAN! 

Privatel™  is  a  personal  voice  security  device,  that  connects  to  virtually  anj 
telephone.  It  protects  your  telephone  conversations  from  all  unauthorized 
listeners  by  using  the  strongest  encryption 
technology  available. 

Privatel™  features: 

•  Clear  Voice  Quality 

•  Easy  to  Install 

•  Easy  to  Use 

•  Portable 

•  Effective 

For  more  information  call  toll  free 
1 .866.GET.PRIVATEL  (1 .866.438.7748) 
or  visit  us  at  www.L-3Com.com/privatel 


Forbes  Subscriber  Service. ..to  order,  change  address  or  other  customer  service,  call  1-800-888-9896  For  information  and  rates  on  advertising  in  the  next 
Forbes  Business  Classified  Section  contact:  Media  Options  (1-800-442-6441  for  ad  rates  &  ad  information  only)  Fax:  1-973-694-8371  E-mail:  mediopt@aol.com 
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Watch     and     Jewelry     Review     2  0  0  1 

We  i^/ite  you  to  discover  these  breathtaking  collections  of  fine  jewelry  and  timepieces  from  the  world's  most  renowned  names. 
To  request  further  information,  please  circle  the  number(s)  on  the  Business  Reply  Card,  supply  all  necessary  information  and  drop  it  in  the  mail. 
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2002 


j'ARK,  a  leader  in  American  and  European 
L  jewelry  in  the  Rocky  Mountain  region  for 
15  years.  Hyde  Park  offers  only  the  finest 
Jones,  jewels,  timepieces  and  gifts.  Visit 
fcrk  online  at  www.hydeparkjewelers.com 
or  call  (800)  530-24KT. 


ri  New  Jersey's  upscale  jewelry  boutique, 
p  &  CO.  specializes  in  fine,  handcrafted 
■Family  owned  and  operated  since  1987, 
farks  of  excellence  are  outstanding  quality, 
;nent  and  service  to  our  clients.  Share  the 
experience.  Phone  1-800-780-3433. 


TimunicaW 


n  for  its  unparalleled  customer  service, 
If  BANKS  &  BIDDLE  Fine  Jewelers  has  a 
r  legacy  of  offering  classic  and  traditional 
;welry  and  exclusive  designs.  For  more 
jrmation  please  call  1-800-651-4222. 


FABERGE* 


FABERGE  Jewelry  and  Objets  d'  Art  stir  the 
collector's  passion  for  extraordinary  design 
and  technical  perfection.  These  limited  edition 
masterpieces  featurel  8k  gold  and  the  finest 
French  enamel.  Visit  www.faberge.de. 


MAURICE  LACROIX  Swiss  Watches 
Honest  design,  timeless  character,  simple  elegance  and 

functionality  in  form  and  material  create  timepieces 
"For  Those  With  Instinct."  For  more  information  please 
call  1 .800.SWISS.DO  pst  (800.794.7736)  or 
email  us  at  cs@mauricelacroixusa.com 


MIKIMOTQ 


MIKIMOTO,  Originator  of  Cultured  Pearls  Since 
1 893,  presents  an  exceptional  collection  of  jewelry 
of  superior  quality  and  design  artistry.  Visit 
Mikimoto  at  www.mikimotoamerica.com 


The  original  AARON  BASHA  baby  shoe  charm 
collection,  18k  gold  with  diamonds  and  precious 

stones,  the  most  appropriate  and  emotionally 
expressive  gift  for  mothers,  represents  the  ultimate 
personal  tribute.  Visit  us  at  www.aaronbasha.com 
or  www.babyshoes.com.  Call  212.935.1960. 


MolinA 


WINTER  2001/02 


MOLINA  FINE  JEWELERS  stands  as  a  hallmark 

of  excellence  in  the  world  of  exceptional 
gems  and  fine  jewelry.  To  receive  the  Molina 
magazine,  please  call  1-800-257-2695. 


Celebrating  precious  moments  with  the  world's 
finest  crystal...  A  unique  version  of  HOYA  CRYSTAL 
Desire  Series  with  stylish  martini,  wine, 
champagne  glasses  and  goblets.  Hoya  Crystal 
Retail  Store  800.462.HOYA 
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Your  Escape 

from  the 

Rat  Race 

Use  our  proven  business  system  to  gain 
independence  and  run  a  profitable 
business.  To  put  a  proven  winner  to  work 
for  you,  call  1-800-meineke  (634-6353)  or 
1-704-344-4555. 


meSneke 

Discount  Mufflers 


email:  franchise.info@fneineke.com 
www.meineke.com 


Advertisement 


Finely  Grafted  Leather 
Footwear  For  Men 


In  Sizes  6  to  20 
&  Widths 
AAA  to  EEEEE 


Our  classically 
styled  dress, 
casual  and 
athletic  designs 
offer  exceptional 
comfort. 


Crafted  in  Italy  and 
the  United  States. 


E.T.Wright 

i,.to,,l,J  .Olv 


For  a  FREE  CATA 
call  toll-free 
t.877.442.119: 
code  J429C. 


For  information  and 
rates  on  advertising 
in  the  next  Forbes 
Display  Classified  Section 
Call  Media  Options 
1-800-442-6441 
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Why  live  with 
ugly  concrete  surfaces? 


PERMA^CRETE* 

Resurfacing  Products 


Easy  To  Install  -  Sprays  On! 
Exclusive  Territories  Available 
Sales  &  Marketing  Support 
Toll  Free  800  Hotline 
Factory  Installers  Available 


50%  -  1 00%  PROFIT  MARGINS 


BECOME  A 
PERMA  CRETE® 
DEALER  TODAY! 


NO  FEES! 


NO  FRANCHISE! 


Leads  Provided  Nationwide 
Twice  The  Strength  of  Concrete! 
Withstands  Freeze-Thaw  Cydes 
Project  Bid  Software  Program 
Installations  Year  Round 
10  Yr.  Manufacturer's  Warranty 
$5,000.  Inventory  Start-up 

CALL  TODAY! 

(800)  607-3762 
www.permacrete.com 

Over  1 OO  Million  Square  Feet  Installed  Sine*  1 99C| 
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DisplayClassified 


Advertisement 


il  Portraits  by  Benjamin  McCready 

"The  finest  portraits,  the  best  prices,  and  an  unsurpassed 
record  of  client  satisfaction  for  more  than  25  years. " 

"Benjamin  McCready  is  one  of  the 
world's  leading  portrait  painters.  He 
has  earned  international  acclaim  for  his 
stunning  portraits  of  distinguished 
statesmen,  corporate  leaders,  and 
renowned  educators.  The  exceptional 
quality  of  his  work,  his  impressive  list 
of  clients,  and  an  unsurpassed  record 
of  highly  successful  commissions  puts 
him  at  the  top  of  his  profession." 

The  Guild  Sourcebook 

Call    for    color    brochure  to 

discover   how   easy    it    is  to 

commission  your  corporate  or 
family  portrait. 

888.473.7878 
www.benmccready.com 


DALI  PRINTS 


<ii  own,  or  are  considering  the  purchase 
of  a  Salvador  Dali  print.... 


Salvador  Dali 


exclusive  catalog  features  full-color 
res  of  more  than  500  signed  limited 
Salvador  Dali  prints.  Each  print  is  fullv 
mented  bv  Albert  Field,  curator  of  the 
ador  Dali  Archives,  and  guaranteed 
The  catalog,  "Salvador  Dali:  A 
ispective  of  Master  Prints,"  is  a  must 
Ptnvone  interested  in  works  signed  by 
i .  Call  now  and  we  will  rush  vou  a  free 
|y  of  "The  SalvadorDali  Collector's 
sletter".  (S15  per  issue) 


(800)  275-3254 

ask  for  Dept.  FM 

hllp://»ww  daliy.illcryxom  •  FAX  310-454-2090 
Bnrna  Fine  An  •  1 S332  Anunth  Si.,  #  10K.  italic  Pali-jdev  CA  '(0272 


A  Retrospective 
oe  Master  Prints 


Giant  Wine  Glasses 
The  Ultimate  Gift! 

Available  in  3  styles  - 
Burgundy,  Bordeaux, 
and  Champagne. 

Special  quantity  pricing  available 
for  corporate  gift  giving. 

Call  for  our  FREE  48  page  catalog. 

Mention  source  code:  FORBES 

INTERNATIONAL  WINE  ACCESSORIES 


Call  1»  800  •  527  •  4072 
www.iwawine.com 


Swim  at  Home 


Think  Of  It  As  A 
Treadmill  For 
Swimmers! 

Swim  or  exercise  against  a  sm 
current  adjustable  to  any  speed  in 
a  unique  pool  measuring  only  8'xl5'. 
Enjoy  the  fun  and  convenience  of  the 
world's  best  exercise  at  home  year 
'round.  Ideal  for  swimming,  water 
aerobics  and  rehabilitation. 
Compact  size  makes  the  dream  of 
pool  ownership  practical  in  small 
spaces.  The  Endless  Pool™  is  simple 
to  maintain,  economical  to  run,  and 
easy  to  install  inside  or  outdoors. 
New  system  reduces  chlorine  use 
by  90%.  Endless  Pools™  are  sold 
factory  direct  worldwide. 

Free  Video! 

Call  800-233-0741  Ext.1760 

Visit  our  web  site  at 
www.endlesspools.com 
or  write  Endless  Pools,  Inc. 
200  £  Dutton  Mill  Rd,  Dept.  1760 
Aston,  PA  19014 


ENDLESS  POOLS' 
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BusinessClassified 


Private  School 


Kents  Hill  School  is  a  coed  boarding  preparatory  school 
located  in  the  hills  of  Maine.  Grades  9  through  12,  PG. 
Visit  our  Web  Site  for  more  information. 

www.kentshill.org 
or  call  1-207-685-4914 


Luxury  Yachts 


PERFECT  PERSUASION 


87'  Burger  Raised  PH.  The  best  equipment  &  shed 
kept.  3  SRs  *  crew.  Low  hours.  Located  New 
England.  A  very  rare  offering.  Actively  for  sale. 


MORAN  YACHT  &  SHIP  INC. 

WORLDWIDE  CHARTERS  •  YACHT  MARKETING  •  CONSTRUCTION  CONSULTANT  I 
1300  S.E.  17th  St,  Ft  Lauderdale,  FL  33316  •  (954)768-07071 
E-mail:  saIes@moranyachLs.com  Web  Site:  http://www.moranyachts.Cf  1 


Printing 


Custom  Printed  and  Stock 

Index  Tabs 

Pro-Pax  Systems 

888-776-7291  •  fax:  888-776-7722 

www.pro-pax.com  •  info@pro-pax.com 


Online  Casinos 


CASINO  WEBSITES 


Biggest  Profits  on  Internet! 
Licensed.  Fully  Managed. 
19K.  Guaranteed  Profits! 


877-685-1955 


Trading  Systems 


Limited  Editions 


LEARN  THE  5  SIMPLE  RULES 
FOR  SUCCESSFUL  STOCK  AND 
FUTURES  TRADING  WITH  OUR 
PROVEN  SYSTEM 

Get  The  Trendchannel  Trading  Guide  & 
Today's  Trendchannel  Report  FREE  at 


WWW.TRENDCHANNEL.COM 


Education 


FREE  EVALUATION. 

Accredited  universities  offer  full  credit 
for  life  and  work  experience.  Bachelor's, 
Master's,  and  Ph.D.  degrees  in  most 
fields.  No  residency  requirements. 
Free,  prompt,  and  confidential 
evaluations.  Guaranteed  Student  Loans. 
1-800-951-1203  www.arrc.org 
Fax:  1-707-371-2979 


72  Years  of  Rising  Values!  Why  . . 

I.  Quality  works!  Original  Prints.  Best  artists.  Best  writers.  Be! 
craftspeople  create  handmade  paper,  handset  type,  handbinding  an 
our  beautiful  books. 

Artists  Writers 

Balthus  Maya  Angelou 

Henri  Carrier-Bresson  John  Ashbery 

Willem  de  Kooning  Samuel  Beckett 

Ellsworth  Kelly  Emily  Bronte 

Jacob  Lawrence  Langston  Hughes 

Robert  Mapplethorpe  Zora  Neale  Hurston 

Robert  Motherwell  Stephane  Mallarme 

Robert  Ryman  Pablo  Neruda 

Berye  Saar  Octavio  Paz 

Sean  Scully  Rainer  Maria  Rilke 

2.  Quantity  works!  We  limit  book  editions  to  300.  Print  portfolios 
60.  The  artists  sign  every  print  and  every  book.  Each  is  numbered. 

Memberships  are  $5,000.  To  begin  your  collection  with  individual  boc 
from  $2,000  to  10,000  or  print  portfolios  $3,500  to  150,000,  please  call . 

The  Limited  Editions  Club,  Inc. 

980  Madison  Ave,  New  York  10021     (212)  737-7600  &.  (800)  223-07681 


Hair  Restoration 


The  Natural  Decision 

C 


!  MEDICAL  HAIR 
I  RESTORATION  " 

I  WORt  THAN  30  LOCATIONS  NATIONWIDE 

j  Call  for  a  Free  Video  &  Brochure 

11-888-889-7703 

www.  medical  hair-restoration  com 


Promotional  Product 


CUSTOM  MAGNETS 


Business  Cards  Magnets  as  low  as 

Other  Styles  Available! 

www.fridgedoor.com/biz.html 

1-800-501-3953 


12 


Legal  Services 


ASSET  PROTECTION 


Domestic  &  Offshore  Strategies 
Companies,  Trusts,  Private  Banking 

•Maximum  Privacy  •  Tax  Savings 
•  Estate  Planning  •  Global  Investments 


Steven  Sears,  CPA  •  Attorney  at  Law 

714-544-0622  •  www.searsatty.com 


SMALL  ADS  EtRIW 

BIG 

RESULT. 

Call:  Media  Option 
1-800-442-644 

Forbes  Business  Classif 


For  information  and  rates  on  advertising  in  the  next  Forbes  Business  Classified  Section  contact:  Media  Options 
(1-800-442-6441  for  ad  rates  &  ad  information  only)  Fax:  1-973-694-8371  E-mail:  mediopt@aol.com 
Forbes  Subscriber  Service... to  order,  change  address  or  other  customer  service,  call  1-800-888-9896 


Charge  your  a 


VISA 

c 

Advertisement 


BusinessClassified 


siness  Opportunities^Business  Opportunities 


incorporate. 


gistered  agent  services 
».  bank  accounts  opened 
bminee  director  services 
jaware  Incorporation  Handbook 


are  Business  Incorporators,  Inc. 
)Q.423.2993 


"gaily  &  Ethically 


Jhvn  YOUR  Own 
SjFFSHORE  BANK 

;:;:;f    FREE  Report 

?  800-733-2191 


IN( 


m 

rajBetaf,  tbe  response  we  hear  after  we 
it  n    our    unique    and  exciting 
•*tunity.  If  you're  looking  for  a 
:  business  with  HIGH  INCOME 
NTIAL     and     absolutely  no 
ide      let's     talk.  Investment 
d. 


II  1-800-675-6144 


1220  N  Market  Slreel.  Suile  606,  Wilmington.  DE  1 


eHurcton  ||  

d«  |l  VERSIFY  YOUR  INCOME 


Print  portfolio  I 


I  3d  professionals  who  want  to  diversify 
i  :ome  sources. 

!  remier  preventive  healthcare  company 
dependent  business  owner  in  a 
ition  business  venture. 
*  isation  is  based  on  commissions  and 
I  is  and  could  be  significant  for  the  right 


e  information,  call  800-634-1577 


Inc. 


http://www.incredialebusinfcss.com 


n  pan:es 
Jang 

>! '  dit  Cards 


IIG 

iULT 


Capital  Asset 

*  Management 

710-0002     Free  Brochure 
1  MC/Ame.x    www^jsetp  rot  ectlon.com 


Arrange 

equipment  leases  •  Factoring  •  Business 
loans  of  ALL  types  •  No  experience  needed 

SEE  FOR  YOURSELF! 
Visit  us  at  www.viewTLGcom  where  making 
money  is  as  easy  as  receiving  your  E-mail! 
RECEIVE  A  COLOR  INFO  KIT 
AND  FREE  VIDEO  SEMINAR 
The  Lo«n  Consultants,  Inc. 
since  1983 


CALL 
800-3  3  6-393  3 


CONSULTANTS 


Ex-lawyer  needs  associates  to  offer 
unique  financial  services  to  make 
clients  lawsuit-proof.  All  the  local 
appointments  you  can  handle. 
State-of-the-art  marketing  tools. 
Huge  demand.  Extremely  high 
income  with  lifetime  residuals  in 

multi-billion  dollar  market. 
Candidates  must  be  bondable, 
have  outstanding  references  and 

good  communication  skills. 
24-hr.  recording  (800)  653-4497 


NO  CASH  ADVERTISING 

We  Can  Deliver  Advertising 
Anywhere  In  The  United  States 
Without  Using  Cash! 
For  Information  Call: 
Dave  Wagenwood  727-424-4991 
Or  E-Mail: 
Dwagenwood@iopener.Net 


Buy  Foreclosed  Property. 

Use  OUR  Money.  Split  Big  Profits. 
Complete  Training.  Call  for  Free 
Information  Package. 
800-995-0049  Ext.  7675 


»  BUSINESSES  - 

FOR  SALE  BY  OWNERS 

To  Buy  or  Sell  All  Types  of  Businesses 
Prices  S100K  &  Up 
Freeman  &  Associates 

Serving  customers  for  22  yrs 
1-800-798-5189;  Fax:  704-547-0849 
Email:  freeman@freeman-assoc.com 
www.freeman-assoc.com 


Franchising 


bison.com 


For  those  serious 
about  finding  a  franchise. 

BISON  TJf  COM™ 

The  Franchise  Network 


Capital  Available 


ATTORNEYS  ACCOUNTANTS 
DEALMAKERS  Public  or  private 
funds  available  for  expansion  of 
projects  with  excellent  manage- 
ment and  growth  potential. 
ARBOC  INC.561-627-7110 


Manufacturing  Services 


Custom  Metal  Electronic  Enclosures 

metal  stamping  &  fabrications/chassis 


-  Laser  prototypes  to  hi-volumes 

-  Globally  cost  effective 

-  ISO-9002  &  QS-9000  certified 

-  serve  top  electronic,  automotive.  &  other  industries 

A  Triton  Industries,  inc. 

T  www.tritonindustries.com 
(773)384-3700,  ext.  11 


Loss  Recovery 


STOCKBROKER  BURN  YOU? 
FUTURES  RUIN  YOUR  FUTURE? 


,  RECOVER  YOUR  LOSSES  FROM:  I 

I  •  Flawed  broker  and  associate  recommendations  I 
•  Internet  trading  abuse!  Stocks  &  Futures  scams!  | 
I  •  NASDAQ  &  DOT  COMS 
|  •  Unauthorized  trading,  fraud,  and  churning! 

i  National  Toll  Free:  1-877-719-4400  I 
s  — www.recoverurloss.com-  -  ' 


Vacation  Packaqe 


Mediterranean 


NINE  DAY  VACATION 


First  Class  $774 


meals,  hotel,  airfare-800.322.0788 
vwvw.pilgrimtours.com 


llvertise  &  Make  Money... isn't  that  the  whole  idea? 


CM 


•ge  your 


If  you  have  a  business,  product,  service,  or  money-making  idea  that 
needs  promoting. ..Forbes  Business  Classified  has  to  be  your  choice  for 
return  on  investment.  Forbes  classified  advertising  offers: 

•  Over  5  Million  readers  per  issue 

•  Forbes  readers  are  high  income  decision  makers 
For  extremely  competitive  advertising  rates 

and  versatile  media  packages:  Call  Media  Options  1-800-442-6441 


Printing 


create,  print  &  mail  full 
color  postcards  at  a  great 
price!  So  whether  you  need 
500,  a  million,  or  more  — 
starting  at  only  *95,  we  can't 
be  beat.  Just  send  us  your 
photo,  message,  logo  (or  even 
digital  files)  &  mailing  list  — 
we  do  the  rest! 

FREE  SAMPLES 

Visit  our  website  or  call  HOW 
for  your  postcard  kit! 


M( 


800-959-8365 

modernpostcard .  com 


Real  Estate 


LAND 

The  one  thing  that  can  not  be 
reproduced.  There  will  never  be  an 
over  supply.  A  good  long-term 

investment. 
For  Colorado  Ranch  and  Farms 
check  out  our  web  site  at: 

www.orrland.com  (Denver) 
www.farmandranchmls.com 

ORB  LAND  COMPANY 

5040  Acoma  Street 
Denver,  CO  80216 

Telephone  Number:  303-295-1313 
Fax  Number:  303-295-1256 


Your  idea  will  never  fly 


i 


; 


fflKi|  have  legs  It  lacks  insight  There's  no  market  It  won't  resonate  It  just  might  wor 


Forbes 

CAPITALIST  TOOL 


Never  settle 


THOUGHTS 

On  the  Business  of  Life 


HP 

here  are  doubtless  mistakes  of  omission  and  commission  in  this  first  annual  Forbes 
Four  Hundred,  a  compilation  of  America's  richest.  Our  honing,  however,  will  grow 
JmL.  sharper  every  year.  Much  consideration  preceded  this  unprecedented  undertaking. 
Many  people,  uncountable  hours  and  immeasurable  shoe  leather  went  into  it.  In  most  cases,  through 
published  figures  of  income,  bonuses  or  known  size  of  stock  holdings,  the  less-known  wealthy  are 
better  known  than  they  sometimes  like  to  think.  For  better  or  worse,  for  richer  or  for  poorer,  here- 
with FORBES'  best  estimate  of  America's  400  richest.  — MALCOLM  S.  FORBES  (1982) 


A  few  thoughts  from  Forbes  400 
members  past  and  present: 

It  doesn't  matter  to  me  if  my  stock  is 
12  or  20 — I'm  not  going  to  sell  at  12, 
and  I'm  not  going  to  sell  at  20. 1  didn't 
get  rich  by  diversifying,  I  got  rich 
by  concentrating. 

—JOSEPH  RICKETTS 


Most  significant  developments  happen 
by  accident. 

— PATRIZIO  VINCIARELLI 


We  have  no  insights  into  which 
participants  in  the  tech  field  possess 
a  truly  durable  competitive  advantage. 
We  just  stick  with  what  we  understand. 

—WARREN  BUFFETT 


I  plan  to  work  until  they  carry  me  out. 

—JOHN  KLUGE 


Just  to  pile  up  money  for  my  own 
sake — I  just  can 't  view  that  as  good 
citizenship. 

—WALTER  ANNENBERG 


We  don't  like  it  when  there  are 
competitors  who  are  pursuing  irrational 
business  strategies.  It  causes  a  lot 
of  noise  in  the  marketplace. 

—JEFFREY  BEZOS 


Credit  all  the  money  to  Dad, 
I'm  as  poor  as  a  church  mouse. 

— DWIGHT  OPPERMAN 


Unless  you  keep  moving  forward,  keep 
growing  fast,  you  risk  being  an  also-ran 
company,  and  that's  just  not  my  style. 

— PEHONG  CHEN 


When  you  create  wealth  in  a  short  time, 
you  think  about  philanthropy  as  you 
think  about  a  business. 

—PIERRE  OM1DYAR 


Losing  money  isn't  the  thing  I  mind  as 
much  as  giving  up  on  companies.  It's 
a  game  to  see  how  much  you  can  do. 

—CRAIG  MCCAW 


We'll  do  anything  that's  not  immoral, 
illegal  or  unethical. 

—JOHN  MENARD 


I'll  retire  sooner  or  later,  like  in  30  yean 
—ALFRED  MAI 


At  one  point  in  time  every  great  man  i 
history  has  said,  "Damn  the  torpedoes 
—DAVID  MURDO' 


The  mailman,  the  lady  at  the  dry  clea. 
ers — they  look  at  me  with  a  price  tag. 
see  it  in  their  eyes.  I'm  a  financial  frea 
I  was  closet  rich  until  [The  400]  was 
published.  Now  I'm  out  of  the  closet. 
—LESLIE  HERBERT  WEXNER  (19! 


A  Text... 

For  where  two  or  three  are 
gathered  together  in  my  name, 
there  am  I  in  the  midst  of  them. 

—MATTHEW  18 

Sent  in  by  Philip  Talips,  Stanardsville, 
What's  your  favorite  text?  The  Forbes  Boo. 
Quotations:  Thoughts  on  the  Business  of  Li) 
■   given  to  senders  of  Bible  texts  that  are  used 

More  than  14,000  "Thoughts,"  arranged  alphabetical! 
subject,  are  available  in  a  900-page,  one-volt 
deluxe  edition,  The  Forbes  Book  of  Quotations:  Though 
the  Business  of  Life.  The  price  is  $40,  plus  $3.50  ship 
and  $1  per  item  for  handling  (add  applicable  sales  1 
To  order,  please  call  toll-free,  1-800-876-6556. 
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idden  microcameras,  smart  ID  cards,  better  eavesdropping— 
new  technology  and  broader  legal  authority 
will  drive  a  new  war  on  terrorism. 
We  look  at  the  implications,  both  compelling  and  alarming 
for  your  finances,  your  business  and  your  personal  liberty. 


eE320. 
Where  the  rational  mind 
d  the  emotional  mind  collide. 

Safely,  of  course. 


When  it  comes  to  buying  a  car,  it's  easy  to  be  of  two  minds.  The  rational  mind  desires  things  like  safety  and 
value.  The  emotional  mind  is  swayed  by  performance  and  style.  Fortunately,  there  is  the  E320.  It's  a  role 
model  for  luxury  cars,  precisely  because  it  embodies  all  those  attributes.  So  you  should  have  no  difficulty 
making  up  both  your  minds.  To  learn  more,  call  t-800-FOR-MERCEDES  or  visit  www.MBUSA.com. 
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THE    STRAIGHT    GOODS    ON    e-BUSINESS    PLATFORMS.  } 


IE  WHOLE  e-BUSINESS 
THING  IS  A  FAD. 

thing  could  be  further  from 

truth.  In  times  of  economic 
|vnturn,  it  may 
jm  prudent  to 

the  whole 
lusiness  issue 
|the  backburner. 

it's  not.  Tough 
les  call  for  speed, 
nbleness  and  agility 
re  than  ever.  The 
|e  to  get  smart  and 

ilement  e-Business 
iitions  for  your 
^omers  is  today. 

IE  INTERNET  CHANGES 
EVERYTHING. 

Internet  does  not  change 
Irything.  It  doesn't  change 
I  business  rules  that  run  your 
ipany.  Or  the  infrastructure 
I've  spent  years  building.  Or 

nature  of  your  business.  Or 
jr  need  to  generate  revenues 

profit. 

Internet  is  obviously  a  critical 
:  of  any  e-Business.  But  the 
[met  is  only  a  common  set 
brotocols  for 

transport 
information, 
how  well  you 
page  that 
Jrmation 

determines 
Isuccess  of 
business. 


ONE 


IT'S  A 
■BRAND  WORLD. 


myth  surrounds  just  about 
ry  significant  e-Business 
(form  discussion.  Virtually 
ry  purveyor  of  e-Business 
(forms  touts  their  version  of 

"one-brand"  world.  Their 
[id,  of  course.  Big  surprise. 

Wbase,  we  know  it's  just  not 
I.  Countless  brands  compete, 


cooperate  and  commingle  inside 
your  company,  it's  laughable  to 
pretend  that  any  one  external 
organization  can  "standardize"  all 
the  various  protocols,  systems, 
components,  new  technologies, 
languages,  databases  and  vendor 
relationships  that  your  business 
depends  on  to  succeed. 

Our  open  e-Business  platform 
embraces  diversity.  Making  all  of 
this  stuff  work  together  is  what 
our  stuff  is  all  about. 

A  WEBSITE  IS  A  PORTAL. 
A  PORTAL  IS  AN  e-BUSINESS. 

Well,  not  quite.  A  website  is  not  a 
portal.  And  even  if  it  was,  a  portal 
is  not  an  e-Business. 

Portals  and  websites  along  with 
application  servers,  databases, 
customer  relationship  programs, 
automated  supply  chains,  an 
efficiently  connected  field  force 
and  the  rest  of  your  back  office 
are  all  vital  components  of  an 
e-Business.  It's  making  them 
work  together  that's  the  trick. 

Unless  data  has  the  ability  to 
travel  from  a  customer's  pager  to 
your  trusty  S390 
mainframe  and 
then  back  to  your 
customer  via  cell 
phone,  you  may 
very  well  have  a 
website,  but  you 
really  don't  have 
an  e-Business. 

Our  proven  e-Business  platform 
totally  delivers  this  end-to-end 
functionality.  It  integrates  every 
single  aspect  of  your  business. 
What's  more,  it  has  the  scalability 
to  constantly  integrate  your  new 
components  into  the  mix.  Like 
say,  10,000  brand  new  customers, 
for  example.  Or  a  new  CRM  app. 

Just  something  to  think  about 
when  people  offer  you  buzzwords 
instead  of  technologies. 


IF  AT  FIRST  YOU  DON'T 
SUCCEED,  THROW  SOME 
MORE  MONEY  AT  IT. 

Hah.  Very  funny.  But  still  a  popular 
belief  for  a  long  time.  Listen:  It's  all 
pure  poppycock.  The  real  e-Business 
solutions  deliver  real-life  business 
results.  By  that  we  mean  increased 
revenues,  reduced  costs  and  profit  to 
your  bottom  line. 

At  Sybase,  we  provide  e-Business 
solutions  among  the  FORTUNE  500® 
to  the  largest  firms  on  Wall  Street, 
to  the  biggest  names  in  healthcare, 
to  the  world's  largest  computer  and 
networking  companies,  and  to  the 
biggest  players  in  Europe  and  Asia. 

We  lead  the  way  in  enterprise  portal 
technology.  We  strongly  dominate  in 
enterprise  wireless  solutions.  And  we 
have  some  of  the  best  middleware 
integration  solutions  found  on  our 
planet. 

So  don't  throw  your  money  around. 
Look  for  an  ROI  that  has  a  sense  of 
immediacy.  Invest  carefully  based 
upon  proven  past  performance  and 
reasonable  expectations  of  return. 

IT'S  ALL  OR  NOTHING. 

The  Big  Bang  Theory:  You  need  to 
do  all  of  this  at  once.  Not  at  all  true. 

We  can  help  you  solve  the  problems 
you  have  today  while  simultaneously 
building  a  platform  that  can  solve 
tomorrow's  problems,  tomorrow. 

Implement  in  the  way  that's  right 
for  your  firm.  From  the  bottom 
up.  Or  the  top  down.  Component 
by  component.  It's  your  choice. 

Call  1-800-8-SYBASE  or  visit 
www.sybase.com/myths  and  we'll 
show  you  how.  Fact,  not  myth. 


I  Sybase 


Information  Anywhere* 


s2001  Sybase,  Inc.  All  rights  reserved.  All  trademarks  are  the  property  of  their  respective  owners. 


KS    BETTER    WHEN    EVERYTHING    WORKS    TOGETHE  R. 


> 


How  can  we  make  our  brown  skies  blue  again? 


Ethanol,  from  ADM. 


A  cleaner-burning  fuel  made  from  corn. 


It  helps  the  air. 


It  helps  the  farmers. 


And  if  we  need  more,  we  grow  it. 


Nature  has  answers. 


Is  anyone  listening? 


Yes. 


ADM 

THE  NATURE  OF  WHAT'S  TO  COME  ' 
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RETURN     ON  COMMUNICATIONS 

4  


Your  network  is  what  sparks  your  business.  And  your  business  results.  Maximizing  these  results  is  what 
we  call  Return  on  Communications.  Designing,  building  and  implementing  the  right  networking  solutions 
can  optimize  your  operations  and  applications  for  greater  growth  and  increased  efficiency. 

AT&T  unlocks  the  value  of  your  network. 

No  other  company  has  AT&T's  unique  combination  of  Skill,  Scale  and  Scope  to  do  this  for  your  business. 

►  36,000  networking  professionals  to  support  you  globally 

►  Best  performing  IP  and  data  networks 

►  Broad  services  portfolio  with  industry-leading  SLAs 

►  Greatest  reach:  59  countries,  850  cities 


ENERGIZING 


YOUR  BUSINESS  FROM  THE  INSIDE  OUT 


Results  that  businesses  rely  on. 

Revitalizing  businesses  from  the  inside  out  is  what  AT&T  thrives  on.  That's  why  today,  four  million  businesses 
all  over  the  world  and  across  every  industry,  put  their  trust  in  AT&T. 

►  1 00%  of  the  Fortune  1 00 

►  Top  10  US  Retailers 

►  Top  10  Banks  /  Financial  Services  Companies 

Let  AT&T  help  you  recharge  your  business. 

►  From  local  to  global 

►  From  legacy  to  next  generation  networks 

►  From  self-managed  services  to  fully-managed  solutions 

Find  out  how  AT&T  can  energize  your  business  and  help  you  see  a  higher  return  on  your  communications. 
Call  us  today  toll  free  at  I  866  636-0830  or  visit  www.attbusiness.com/return 


AT&T 


^Should 

So  not  brown. 

we 

Too  much  like  a  grape. 


change 


Not  so  pretty  in  pink. 


Imagine  this  outside  your  office.  We  can't. 


color? 


Ummmmm,  no. 


One  of  our  competitors  has.  Purple  and  orange  for  air,  purple  and  green  for  the  ground  system 
it's  piecing  together.  But,  UPS  has  the  only  fully  integrated  air  and  ground  system.  One  pickup,  one 
driver,  one  seamless  information  network.  So  we're  sticking  with  one  color.  Which  suits  us  just  fine. 


t'2001  United  Parcel  Service  of  Am*- 


ups.com 


Forbes  oct 


C  0  NT 

 M  ■  Volume  »Kf 


I  LLrtLe  I  6  8  ._NjiJith.ejL.lQ 


Dn  the  Cover 

M  Life  During  Wartime 


Fighting  Back 

16    Spotting  Evil  New  technology  can  spy  on  terrorists 
—and  civilians — in  a  crowd.  By  Scott  Woolley 

18   We  Hear  You  Echelon  has  its  ears  to  the  world's 
villains.  By  Nicole  Ridgway 

iO   We  Hack  You  Government  snoops  emulate 
cybervandals.  By  Victoria  Murphy 

i2    We  See  You  New  planes  track  targets  on  the  run, 
from  on  high.  By  Jonathan  Fahey 

Toughening  Up  How  we'll  get  smarter  airport 
security.  By  Daniel  Lyons  and  William  P.  Barrett 

Land  of  the  Free  We  already  have  a  lot  of  legal 
tools  to  fight  terrorism.  By  Brigid  McMenamin 


Coping 

Collateral  Damage  The  legal  issues  could  linger 
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For  Information  Call  877-862-7555 


-  S  .   Attention  all  shutterbugs:  A  bristling  3.2-liter  V 
and  landscape  photography  just  don't  mix.  So,  as  you  engage  its  S-speed  Sequential  SportShifr  automatic  transmission,  kino 


;est  to  your  snap-happy  passengers  that  they  just  relax  and  enjoy  some  tunes  on  the  stereo.  The  Acura/Bose'  Music  System 
6-disc  in-dash  CD  changer,  to  be  exact.  And  leave  the  pictures  to  tripod-wielding  professionals.  (A)ACURA 


For  more  information,  call  '  HOC  I 
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The  New  Millennium  War 

Complete  Coverage 

Forbes.com  staff 

Within  minutes  of  the  first  plane  crashing  into  the  World 
Trade  Center  on  Sept.  II,  Forbes.com  began  covering  the 

attacks  on  the  eco- 
nomic and  political 
capitals  of  free 
enterprise. 

In  the  days  fol- 
lowing, Forbes.com 
continually  pub- 
lished updated 
analysis  and 
commentary  from 
both  online  and 
print  journalists 
at  FORBES.  Their 
mission:  to  provide 
thoughtful  under- 
standing of  the  im- 
pact of  the  attacks  on  the  nation  and  the  economy. 

Our  site  was  among  the  first  to  examine  the  crisis  af- 
fecting the  airline  and  insurance  industries,  the  challenges 
facing  many  Wall  Street  firms,  the  future  of  the  New  York 
real  estate  market  and  the  impact  of  tighter  border  con- 
trols on  international  trade.  We  also  explored  how  the 
global  economy  will  react  to  what  promises  to  be  a  long 
fight  to  conquer  terrorism. 

As  a  practical  matter,  Forbes.com  provided  contact 
lists  for  those  seeking  information  and  for  those  wanting  to 
contribute  to  the  rescue  and  recovery  effort.  We  turned 
over  advertising  space  to  relief  agencies,  such  as  the  Red 
Cross,  and  devoted  our  e-mail  pages  to  the  enormous 
outpouring  of  readers  who  wanted  to  affirm  the  enduring, 
strengths  of  free  enterprise  for  which  FORBES  stands. 

In  the  days  ahead  Forbes.com  will  continue  to  offer 
daily  in-depth  looks  at  the  companies  and  people  most 
affected  by  the  tragedy  and  analysis  of  the  impact  of  the 
unprecedented  events  that  have  thrown  such  a  shadow 
over  business  and  investment  decisions. 
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Hidden  inter ocamcras  smart  ID  cards,  bene/  cavcsdioppmj- 
new  technology  and  broader  legal  authority 
will  drive  a  new  war  on  terrorism. 
Wc  look  at  the  implications  both  compelling  and  alanrong- 
(or  your  finances,  your  business  and  your  persona)  liberty. 
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flow  of  funds. 

Big  in  Japan 
Japan's  enormous  pool  of 
household  savings  has  es- 
caped most  foreign  asset 
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whose  private  bank  there  is 
becoming  a  gold  mine. 


*pV"M«f%f*c  I  For  links  to  all  articles  cited  on  this  page,  visit  us 
at  www.forbes.ee  i/contents. 
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The  Business  Gift 


1.  It  must  honor  the  recipient. 
2.  It  is  an  object  of  integrity,  beautifully  crafted. 

3.  It  must  express  your  gratitude. 
4-  It  must  reflect  well  upon  you  and  your  firm. 
5.  It  is  packaged  neatly,  securely,  elegantly. 

6.  It  arrives  on  time.  Every  time. 
7.  It  is  received  with  genuine  excitement. 
8.  It  is  an  honest  design.  Original  and  timeless. 
9.  It  will  be  treasured.  For  years. 
10.  To  open  a  Tiffany  business  account  or  to 
receive  a  catalogue,  call  800  770  0080. 


Tiffany  &  Co. 

To  apply  for  a  business  account  or  receive  a  catalogue 
800  770  0080  I  TIFFANY.COM 
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War  of  the  Bits  Sept.  1 1  saw  the  opening  of  a  titanic  < 
berwar.  On  one  side:  counterterrorism  agents  who  want 
get  their  bugs  into  every  keyboard  and  ATM  machine  in  t 
country.  On  the  other:  civil  libertarians  who  say  that  thro 
ing  away  our  privacy  is  tantamount  to  handing  Osama  t 
Laden  a  victory  in  his  assault  on  freedom 

You  can  see,  in  the  stories  beginning  on  page  46,  just  h< 
powerful  technology  can  be  in  detecting  crime.  On  page 
Brigid  McMenamin  defines  the  legal  terrain.  On  page 
Representative  Christopher  Cox 
makes  an  eloquent  plea  not  to 
let  the  police  go  too  far. 

Rather  than  take  sides,  I 
offer  the  optimistic  view  that 
both  sides  will  win.  American 
ingenuity  will  come  up  with 
ways  to  stop  the  killers  without 
turning  the  U.S.  into  a  police 
state.  The  creativity,  though,  will 
have  to  come  from  both  legal 
minds  and  computer  wizards. 
Here's  the  sort  of  stuff  that 
might  be  invented: 

Data  lock  boxes.  In  all  sorts  of  places  and  under  all  sorts 
circumstances  that  would  not  support  a  search  warrant,  bu 
and  videocameras  will  capture  data  and  feed  it  into  a  seal 
digital  library.  Once  the  FBI  had  the  goods  on  a  suspect, 
could  get  a  court  order  to  retrieve  limited  slivers  of  this  da 

Virtual  policemen.  Videocams  would  peer  into  every  a 
plane,  subway  car,  taxicab  and  hallway.  Certain  triggers- 
deviation  from  a  flight  path,  a  chip  detecting  anxiety  in 
human  voice — would  click  the  camera  on  and  connect  it 
the  cops. 

Tagged  cash.  Bills  $20  and  higher  would  be  bar-code 
Many  purchases,  such  as  of  nitrate  fertilizer  and  rental  cai 
would  be  legal  only  if  done  with  a  credit  card  or  tagged  cas 
The  cash-tracking  data  would  go  into  a  lock  box. 

EZ  passports.  These  smart  cards  would  be  de  facto  n 
tional  identity  papers — but  optional.  Carry  one  in  yoi 
pocket  and  you  breeze  through  skyscraper  lobbies,  custon 
and  train  stations.  Leave  it  behind,  and  you  subject  yours« 
to  traditional  searches  by  slow-moving  guards. 

Electronic  judges.  We  would  delegate  some  warrant-issi 
ing  power  to  computers.  We  don't  want  the  governmei 
going  on  fishing  expeditions  through  passenger  lists  or  bar 
deposits,  but  we  might  let  a  microchip  do  that.  A  suspicioi 
pattern  would  kick  out  a  search  warrant  after  a  delay  of  on 
a  few  milliseconds. 
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Both  are  there  for  you  to  provide 
comfort,  guidance  and  constant  reassurance 


ce 


Only  one  teaches  a  financial  workshop. 


Planning  Your  Financial  Future  Workshop.  Sure,  you  can 
count  on  Grandma  for  a  warm  hug,  but  financial  advice? 
Fortunately,  there's  Charles  Schwab.  With  workshops  that  offer 
just  the  expert  advice  you'd  expect  from  us. 

Objective.  Uncomplicated.  And  not  driven  by  commission. 

At  Schwab's  Planning  Your  Financial  Future  Workshop,  our 
experienced  Investment  Specialists  can  help  you  every  step  of 
the  way.  With  the  topics  that  matter  most  to  you: 

•  Investment  Plans 


Education  Savings  Plans 


9  Retirement  Plans 


Estate  Plans 


So  come  to  our  workshop.  And  walk  away 
knowing  you're  getting  the  kind  of  advice  you  can 
feel  very  comfortable  with. 

Call  us  to  sign  up  for  Schwab's  Planning  Your 
Financial  Future  Workshop  and  you'll  also  receive 
our  complimentary  planning  guide. 


diaries  schwab 


Call 

1-800-540-0086 

Click 

schwab.com 

Visit 

403  locations  nationwide 

6  2001  Charles  Schwab  4  Co.,  Inc.  All  rights  reserved.  Member  SIPC/NYSE  (0901-14646). 
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READERS  SAY 


America  Speaks  Out 

I  was  one  of  the  million's  who  watched, 
through  vision  blurred  with  tears,  the  im- 
ages-of  innocent  people  dying  on  Tuesday. 
Today  I  share  anger  and  rage  with  millions 
of  people  from  every  country  on  earth,  hor- 
rified and  disgusted  by  what  happened. 

I  won't  pretend  to  know  what  our  gov- 
ernment should  do;  I  don't  know  how  our 
intelligence  works  or  how  we  will  get  Bin 
Laden.  But  every  human  being  is  a  mother, 
father  or  someone's  child.  I  don't  think  we 
should  do  nothing,  but  we  must  be  able  to 
find  a  place  between  doing  nothing  and 
"bombing  them  back  to  the  Dark  Ages." 

HILLARY  THOMPSON 
Chicago,  III. 


I  am  crying  as  I  send  this  to  you.  I  am  sorry  for  all  those  people  in 
New  York.  What  the  World  Trade  Center  towers  held  were  the  lives  and  the 
dreams  of  thousands  and  represented  the  greatness  of  our  country. 

PAT  SCHIERBAUM 
Wilmington,  Del. 

The  people  killed  by  the  cold-blooded  terrorists  at  the  World  Trade  Center 
and  the  Pentagon  died  a  martyr's  death  for  this  great  nation.  The  gutless  cow- 
ards killed  heroes  who  lived  in  the  home  of  the  brave  and  the  land  of  the  free. 

GEORGE  CULLEY 
Pinckneyville,  III. 


Calling  It  as  He  Sees  It 

The  underlying  claim  of  "Kill  the 
Umps"  (Sept.  17,  p.  92)  is  that  Major 
League  Baseball  umpires  "recurringly" 
miscall  pitches.  Do  they  really?  FORBES 
identifies  two  items  in  support  of  this 
claim.  Both  are  weak. 

First  is  that  fans  "see"  it.  But  fans 
grousing  about  umpires'  calls  is  hardly 
evidence  that  the  calls  are  wrong,  nor  is 
it  an  indication  that  miscalling  pitches 
is  a  pervasive  problem.  Calling  balls 
and  strikes  accurately  is  a  skill  that  re- 
quires high-level  training  and  lots  of 
experience.  Umpires  have  both;  fans 
have  neither. 

Second,  the  author  says  that  it  is 
"clear"  that  MLB  "had  data  showing 
many  umps  were  calling  too  few 
strikes."  This  was  inferred  by  the  au- 
thor from  a  "message"  from  a  base- 
ball official,  the  text  of  which  has 


never  been  released.  The  inference 
not  warranted  from  the  informatio 
available,  and  not  just  because  v 
don't  know  what  that  message  wa 
However,  we  do  know  that  this  me 
sage  was  intended  to  prompt  umpin 
to  hunt  for  more  strikes  for  the  pu 
pose  of  shortening  games.  It  is  not  i 
relevant  that  when  the  umpires  con 
plained  about  this  message,  MI 
backed  down,  in  effect  disavewir 
(yes,  by  inference)  precisely  the  poii 
the  author  thinks  is  "clear." 

JEFFREY  CHAMBERLAI 
Nassau,  AT.! 

Housing  Woes? 

Re:  "What  If  Housing  Crashed?"  (Sep 
3,  p.  76).  I  disagree  with  Case  Shill< 
Weiss  that  there  is  even  a  chance  th; 
housing  prices  could  crash  across  tl 
whole  United  States.  Of  course,  thei 
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\a^$  made  real. 


understand  the  human  genome.  DNA  Microarray 
technology  from  Agilent  speeds  up  the  learning 
process.  Enabling  scientists  to  search  for  the 
cause  of  disease  in  thousands  of  places  at 
once.  New  cures  can  be  found  quicker.  And 
disease  wiped  out  faster.  Hold  on  tight,  we're 
just  getting  started. 


y<    Agilent  Technologies 

■"*  :  *'■    Innovating  the  HP  Way 

Agilent  Technologies  is  a  new  company 
composed  of  the  former  Hewlett-Packard 
test  and  measurement,  chemical  analysis, 
semiconductor  components  and  medical 
products  businesses,  www.agilent.com 


IT'S  A  PLACE 
CALLED  ABOVE  AND  BEYOND. 

At  Bombardier  Flexjet:  it's  a  distance  we  have  gladly  traveled  to  become  the 
world  leader  in  business  aviation  and  the  fractional  jet  ownership  program 
of  choice.  for  more  information  on  the  many  advantages  of  bombardier 
Flexjet  fractional  jet  ownership,  visit  wwvvflexjet.com  or  call  l-800-FLEXJET. 


BOMBARDIER  FLEX*JSE? 


piimi««i«i«imimi«imimimiisn^ 


A  passionate  and  thought-provoking 
argument  that  maybe  the  world  isn't 
going  to  hell  in  a  handbasket. 


I 


Paradoxes 
^Prosperity 


New  Capitalism 
Benefits  All  ' 

l)ia  lie  Covlc 


"This  is  a  terrific  book. ..a  sweeping  view.. .and  it's 
fun  to  read,  too."  Paul  Krugman,  Princeton.  From  the 
UK's  Senior  Financial  Journalist  of  the  Year  2000. 


T  E  X  E  RE  Li 


are  always  weak  markets  due  to  terri 
rary  employment  changes  in  such  pli 
as  Silicon  Valley  and  Austin,  Tex.,  but 
is  only  a  small  part  of  the  economy 
the  housing  market.  Over  the  long  t< 
your  house  is  still  your  best  investm 
And  because  of  constraints  on  fut 
subdivisions  in  many  parts  of  the  co 
try,  housing  costs  will  continue  to  esca 
for  many  years  to  come. 

BRUCE  E.  TC 
Vice  Chairman,  Toll  Brotl 
Huntingdon  Valley, 

Rock  of  Ages 

Re:  "Dinosaur  Rock"  (Sept.  17,  p. . 
Isn't  it  ironic  that  FORBES  would  f 
fault  in  that  "62-year-old  Ian  Hunte 
Mott  the  Hoople  is  still  dining  out . . . 
his  30-year-old  hit,  'All  the  Yoi 
Dudes.' "  Or  that  the  "grizzled  old  n 
of  Yes  played  the  Hollywood  Bowl  . 
Guess  what,  these  people  found  jobs  t 
they  like  to  do.  Further,  by  playing  she 
they  are  creating  jobs,  probably  for  I 
of  young  people.  How  is  Mr.  Hun 
making  money  off  of  his  vintage  hit « 
ferent  from  his  having  an  annuity? 

CATHY  FRUMERMI 
New  York,  \ 

Admonishing  the  SEC 

Your  Informer  column  ("Another  R 
son  for  the  Empire's  Decline,"  Sept. 
p.  24)  notes  that  a  press  release  issued 
a  British  company  with  the  stern  warn 
"not  for  release  in  the  United  States"  \ 
readily  accessible  on  the  London  Stc 
Exchange's  Web  site.  Rather  than  mc 
that  exchange,  you  should  admonish  I 
SEC,  whose  arcane  registration  ru 
makes  such  foolishness  frequent. 

ADRIAN  D 

President,  Global  Strategic  Managetn 
Annapolis,  A 

Giving  Credit 

In  our  survey  of  America's  rich 
people  ( Oct.  8,  p.  127),  we  forgot  to 
Adam  Kemezis  as  a  reporter  on  the  pie 

□Forbes  1 

Send  e-mail  to  readers@forbes.com  or  visit 
www.forbes.com/letters.  Letters  will  be  edited. 
Please  include  address  and  phone  number. 


What's  the  value  of  a  company 
that  discovers  how  to  double 
the  average  lifespan? 


n  a  word:  inestimable.  Yet  Senesco  Technologies 
las  done  just  that.  We've  developed  gene  technology 
hat  allows  us  to  delay  the  aging  of  plants 
fter  harvest.  The  result  is  greatly  extended  shelf 
ife  -  double  or  more  -  and  vastly  reduced  waste 
)f  food  crops,  which  today  runs  anywhere  from 
0  to  30  percent  in  the  $600-billion-plus  world 
igricultural  industry.  We  have,  in  short 
eveloped  a  minor  miracle. 


lENESCO  TECHNOLOGIES.  PATENTS  PENDING.  EXCITEMENT  MOUNTING 


ur  specialty  is  "senescence,"  the  natural 
ging  process  in  plants  that  causes  the 
reakdown  of  cellular  tissue.  By  suppressing 
enes  already  existing  in  all  plants,  and 
ot  altering  their  natural  taste,  nutrition,  or 
*xture,  we've  bred  tomatoes  that  remain 
nspoiled  for  as  long  as  five  weeks  after  picking 
un-of-the-mill  tomatoes  last  around  two  weeks. 


e  potential  is  immense.  Our  scientific  expertise  is 
jjnrivaled.  And  approvals  with  key  regulatory  agencies  are 
datively  straightforward.  The  fact  is,  there  may  not  have  been  a 
iore  exciting  breakthrough  in  agriculture  since  the  creation 
synthetic  fertilizers. 

e  may  be  small.  This  is  big.  A  minor  miracle  with  major  implications 
)U  CAN  LEARN  MORE  ABOUT  SENESCO  TECHNOLOGIES,  INC.  AT  WWW.SENESCO.COM 
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Making  a  pitch  in 


Minor  League  Statistics 

►  Kansas  ( iily  Royals  reliei  pitcher  Roberto  Hernandez  has 

asked  the  U.S.  Tax  Courl  to  rule  thai  he  need  not  pay  1998 
■.ell  employmenl  tax  on  $22,500  he  gol  lor  signing  2,230 
baseballs.  Hernandez,  who  listed  $3.9  million  th.it  yeai  in 
taxable  income,  says  he  was  Hot  in  the  trade  oi  business  ol 
autographing  baseballs  for  compensation,  having  done  so 
only  once."  I  lei  nandez,  \6,  gol  the  $10  .i  pop  paymenl  from 
Sports  Marketing  Services,  Northbrook,  III.  IK-  said  another 
$2,878  loi  endorsing  Nike  produ<  is  should  be  offset  hy  Ins  ex 
penses.  The  total  tax  he  disputes:  $  1 ,757.        land  Novai  A 

Damnedest  Silver  Lining  We've  Seen 

►  Economic  slowdowns  a<  tually  are  good  for  your  health, 
Says  a  new  National  Bureau  of  Economic  Research  study  published 
in  AugUSt.  I  'Diversity  ol  North  ( larolina  economisl  Christopher 


Ruhm  found  that  when  unemployment  falls  1 
heart  disease  rises  4%.  Other  ailments—  althoi 
not  mental  illness — increase,  too.  Likely  reasc 
During  hot  economies,  people  eat  and  smc 
more,  exercise  less  and  generally  take  poorer  c 
ol  themselves.  Also,  they  spend  a  lot  more  time 
the  job,  creating  a  higher  risk  of  accidents. 

— Ira  Carnal 

Predictions  Come  Cheaper 

►  lor  the  week  after  the  World  Trade  Center/P 
tagOIl  attacks,  the  fastest  growing  topic  of  inqu 
on  the  popular  Google  Internet  search  engi 
(wwW.gOOgle.com)  was  Nostradamus,  the  16th  c< 
tury  French  physician  and  astrologer  famous 
his  muddled  prophecies.  Less  surprisingly,  the  ' 
biggest  losers  included  Ticketmaster,  airline  sa 
site  Orbitz  and  the  National  Football  League.  — W.I- 

In  Case  of  Emergency,  Call  Me 

►  Sensitive  to  ambulance-chasing  charges,  the  Associatior 
Trial  Lawyers  of  America  told  members  to  hold  off  taking  ca 
Iroin  the  hijac  king  attacks.  Hut  just  six  days  later  non-ATLA 
toi  i icy  Scott  H.  Sacharow  placed  an  ad  in  the  Newark,  N.J.  St, 
Ledger  soliciting  victim  families  and  listing  a  toll-free  numh 
l.ell  unsaid:  Sacharow  works  in  Scottsdale,  Ariz,  and  isn't 
censed  in  New  (ersey.  I  le  says  the  attacks  have  "Arizona  cc 
nec  lions"  and  thai  he'll  work  for  free.        Michael  I'reedm 

Where's  That  Coupon  for  Trash  Bags? 

►  The  average  U.S.  household  received  3,000  coupons  I 
store  pun  liases  last  year  but  used  only  40,  say  data  from  t 
trade  group  Promotion  Marketing  Association.  Marketers  spent 
niosl  as  much  handing  out  the  coupons  as  consumers  save 
Number  ol  trees  chopped  down  to  print  the  unredeem 
coupons  (our  estimate):  900,000.  —  W.P. 


Wielding  Seals  as  Weapons 

Some  4.3  million  persons— 2%  of  all  adults— arc  notaries  public,  state-appointed  officials  who  facilitate  business  by  verifying 
identities,  administering  oaths  and  generally  attesting  to  the  truth.  Recent  criminal  cases  suggest  some  problems.  —W.P. 

NOTARY  LOCATION  ALLEGATION  CURRENT  STATUS 


Lita  S.  Hernandez 

Los  Angeles,  (  lalif. 

aided  fraud  in  federally  insured  mortgages 

sentenced  to  12  months 

David  Ladcnson 

Philadelphia,  Pa. 

not. u  i/ed  signatures  ol  people  not  present 

awaiting  sentencing 

Gilbert  Martinoz 

1  >envcr,  ( iolo. 

notai  i/ed  lorged  bank  documents 

pleaded  not  guilty 

Scott  Rrian  Taylor 

Mank.ilo,  Minn. 

committed  mail  hand,  claimed  psychic  powers 

sentenced  to  27  months 

Carlos  Villarrcal 

Laredo,  Tex. 

helped  illegal  aliens  get  false  papers 

sentenced  to  probation 

Jennifer  Wrcnn 

Arlington)  Va. 

notarized  lalsc  II )  documents 

awaiting  sentencing 

Minlarrio  Yaya 

Wbodbi  idge,  N.J, 

Submitted  lake  immigration  papers 

sentenced  to  30  months 
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Transparency:  Stowaways 
on  a  Mexican  banana  truck. 


IN  THE  WAKE  OF  LAST  MONTH'S  TER- 
rorist  attacks,  American  Science  &  Engi- 
neering's powerful  "back- scatter"  X-ray 
technology  will  likely  be  in  heavy  de- 
mand. Used  primarily  at  border  cross- 
ings to  spot  smuggled  narcotics  and 
people,  back-scatter  uses  reflected  rays 
to  pinpoint  hidden  objects.  Chief  Exec- 
utive Ralph  Sheridan  says  that  days  after 
the  attack  he  met  with  the  Defense  De- 
partment, the  Coast  Guard  and  senior 
congressional  staff.  Since  our  story,  U.S. 
Customs  has  placed  it  in  every  U.S.  in- 
ternational arrivals  terminal  to  search 
baggage.  "If  razor  blades  are  hidden  on 
someone's  person,"  he  says,  "our  tech- 
nology would  find  it."  The  company's 
stock  rose  98%  to  $1 1  on  Sept.  17,  the 
first  day  of  trading  after  the  attacks. 

— Monte  Burke 

AUGUST  20.  2001 

Corporate  Nesting 

BARELY  TWO  MONTHS  AGO  WE  SAID 
that  the  videoconferencing  industry 
would  get  a  boost  from  the  slowing 
economy  as  companies  slashed  travel 
budgets.  Last  month's  tragedy  gave 
the  industry  a  shot  no  one  could  ever 
have  wished  for.  Most  videoconfer- 
ence  firms  reported  traffic  surges  of 
30%  to  50%  in  the  days  following 
Sept.  11.  Videoconference  provider 
Proximity  saw  its  call  volume  triple 
the  following  week;  WorldCom's 
reservations  for  video  calls  jumped 


40%.  The  sector  was  one  of  few  to 
post  gains  when  markets  reopened. 
Equipment  maker  Polycom  was  up 
33%,  PictureTel  rose  13%  and  confer- 
ence firm  WebEx  gained  24%  the  day 
trading  resumed. 

— Leigh  Gallagher 

MARCH  19.  2001 


Grounded 


SEVEN  MONTHS  AGO  WE  CAST  DOUBT 
on  Midway  Airlines'  survival 
prospects.  Even  with  the  $52  million 


that  billionaires  James  Goodnight 
John  Sail  had  pumped  into  the  N 
risville,  N.C.  regional  carrier,  its  s 
was  grounded  at  $5  and  losses  \ 
mounting.  The  company  filed 
bankruptcy  protection  in  August.  1 
came  Sept.  1 1.  The  next  day  passe 
refund  requests  forced  Midway  to  ( 
operations.  — Doug  Don> 

MAY  9.  1994 

Know  Thine  Enemy 

IN  HIS  INTERVIEW  WITH  FORBES  SE 
years  ago  Aleksandr  Solzhenitsyn, 
living  in  seclusion  in  Vermont,  lashec 
at  the  West  for  putting  too  much  foci 
Serbia  and  the  Balkans  while  Amer 
policymakers  continued  to  treat  Russ 
a  Cold  War  rival.  The  Nobel  prize- 
ning  literary  giant  closed  our  inter 
with  the  following  prediction:  "One 
foresee  in  the  21st  century  such  a 
when  the  U.S.  together  with  Europe 
be  in  dire  need  of  Russia  as  an  al 
against  the  new  powers  that  are  arisii 
the  world."  Solzhenitsyn  made  it  clear 
he  meant  an  expansionist  China,  re 
gent  Islam  and  other  dangers  from  th 
called  Third  World.  — Paul  Klebr 


FLASHBACKS 


60  YEARS  A60  IN  FORBES/DECEMBER  15,  1941 

Attack  on  America  The  diabolical  duplic- 
ity of  Japan  has  rendered  the  United  States  an  incalculable 
service:  it  has  welded,  united  all  the  people,  has  aroused  their 
righteous  indignation,  has  incited  our  fighting  spirit  to  the 
pitch  of  a  hurricane-driven  prairie  fire.  United  we  stand. 


5  YEARS  AGO  IN  FORBES  AUGUST  12.  1996 

Campaign  Against  Terror  The  U.S.  should  adopt  an  aggressive  antiterrorist 

proach  in  the  aftermath  of  the  TWA  tragedy.  We  may  not  yet  know  who  is  responsible,  but  we  do  know  wl 
countries  train  terrorists.  Since  such  killers  strike  randomly,  why  not  apply  the  same  method  to  our 
sponse?  We  should  tell  host  countries  such  as  Syria,  Iran  and  Libya  that  they  will  be  liable,  even  if  they 
not  directly  responsible  for  that  particular  deed. 

3  YEARS  AGO  IN  FORBES  ASAP  NOVEMBER  30.  1998 

The  Great  Satan  When  you  consider  who  is  gifted  and  crazed  with  rage ...  when  you  tr 
of  the  terrorist  places  and  the  terrorist  countries ...  whom  do  they  hate  most?  The  Great  Satan,  the  Un 
States.  What  is  its  most  important  place?  Some  would  say  Washington.  I  would  say  the  great  city  of 
United  States  is  the  great  city  of  the  world,  the  dense  10-mile-long  island  called  Manhattan,  where  the  e 
nomic  and  media  power  of  the  nation  resides,  the  city  that  is  the  psychological  center  of  our  modernity, 
hedonism,  our  creativity,  our  hard-shouldered  hipness,  our  unthinking  arrogance.         -Peggy  Noo 
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IN  THE  INFORMATION 
INTEGRATION  WORLD, 
YOU  CAN  BE  THE  HERO. 


Give  us  a  call  at  1.888.323. 1 71 7,  from  other  countries 
206.217.7100  or  visit  www.wrq.com/ads/herofbs,  and 
we'll  send  you  a  free  CD  we  call  our  Technology 
ransition  Toolkit.  It's  a  great  way  to  start  outfitting  your 
company  with  solutions  for  your  toughest 
integration  needs  and  host  access  from  any  desktop. 


WRQ  makes  complex  legacy  systems  work  with  the  latest 
Internet  technologies.  Call  it  integration.  Call  it  breaking 
down  barriers  between  host  information  and  the  employees, 
customers  and  business  partners  who  need  it.  Either  way, 
you  get  the  most  out  of  your  existing  IT  investments  and 
transform  your  company  for  the  next  economy.  It's  WRQ 
to  the  rescue  and  you're  the  hero.  Ask  us,  or  ask  AT&T, 
Cisco,  or  Raytheon  Missile  Systems  —  they  already  have 
their  heroes. 
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ON  MY  MIND  

War  and  the  Law 

Liberties  needn't  be  a  casualty  of  conflict 
if  we  respect  constitutional  guarantees. 
Abroad,  the  President  has  wide  authority. 

CHRISTOPHER  COX 

REPUBLICAN  CONGRESSMAN  FROM  CALIFORNIA  SINCE 
1989;  CHAIRMAN  OF  THE  HOUSE  POLICY  COMMITTEE 

The  first  attack  on  America  in  60  years  is  also  an  assault  on 
our  nation's  freedoms— political,  religious  and  economic. 

Our  free  society  is  what  those  who  attack  us  hate  most. 
That  is  why  the  defense  of  that  freedom  must  be  our  central 
objective  as  we  face  these  terrorists  in  war. 

Congress  has  already  au- 
thorized the  use  of  unlimited 
force — and,  under  the  Con- 
stitution, the  commander- 
in-chief  cannot  be  second- 
guessed  or  delayed  in 
military  efforts.  "He  may  in- 
vade the  hostile  country," 
the  Supreme  Court  ruled  in 
1850,  "and  subject  it  to  the 
sovereignty  and  authority  of 
the  United  States."  Today's 
"hostile  country"  is  any  na- 
tion that  sponsors  an  attack 
on  the  U.S.  or  harbors  those 
with  such  intentions. 

But  this  war  will  be 
fought  in  our  own  country, 
too.  Will  our  civil  liberties  be 
a  victim  of  friendly  fire? 

Just  as  important  as  mili- 
tary strategy  is  heeding  the 
lessons  learned  from  past  wars:  Lincoln's  suspension  of 
habeas  corpus  during  the  Civil  War;  the  World  War  I  Espi- 
onage and  Sedition  acts;  the  internment  of  Japanese-Ameri- 
cans in  World  War  II;  and  the  McCarthyism  of  the  Cold  War. 
Thus  far,  America  has  heeded  these  lessons.  Congress  has  al- 
ready enacted  resolutions  supporting  Muslim-  and  Arab- 
Americans.  President  Bush  has  joined  with  representatives  of 
these  communities  to  express  our  unanimous  resolve. 

But  some  laws  being  proposed  to  help  win  the  war  could 
well  erode  our  freedom.  Easier  wiretapping  is  a  favorite  head- 
line grabber,  but  the  Fourth  Amendment  touchstone  is  solid. 
Justice  Scalia  wrote  for  a  June  2001  Supreme  Court  majority 
that  "searches"  even  include  high-tech  thermal  imaging 
scans  of  homes,  which  do  not  cause  any  physical  intrusion. 


EDITED  BY  TIM  W.  FERGU 

Another  proposal  is  to  treat  Internet  communications 
same  as  icphone  calls  for  purposes  of  authorizing  wireta 
Can  si  i  proposals  meet  the  "particularly  describing" 
quirei  nl  of  the  Fourth  Amendment?  That  remains  to 
seen,  iut  it  would  be  a  mistake  to  experiment  with  the  c 
ting  ■  !ge  of  constitutional  theory  in  a  terrorism  case. 

The  danger  of  adopting  new  criminal  procedures 
short-run  effect  is  that  case  law  implementing  the  change 
velops  only  over  time.  Hastily  drafted  measures  could  ba 
fire.  It  would  be  ironic  if  the  government  were  forced  to 
a  terrorism  suspect  because  the  gathering  of  key  evide 
thought  to  have  been  "authorized"  by  Congress  was  la 
found  violative  of  the  Fourth  Amendment. 

Certainly,  not  all  advances  in  technology  that  can  as 
law  enforcement  and  protect  against  terrorism  are  bad.  Co 
paring  the  images  of  people  in  large  crowds  with  those 
databanks  of  known  terrorists,  for  example,  may  make 

possible  for  us  to  attenc 
Super  Bowl  without  fear 
terrorists  in  our  midst.  A 
the  Fourth  Amendment  t 
is  satisfied:  An  expectation 
privacy  when  in  a  pub 
crowd  seems  self-refuting. 

Other  proposals  are  ji 
red  herrings.  For  examp 
repealing  the  ban  on  assas 
nations  abroad  is  wholly  i 
necessary,  since  it  is  cc 
tained  not  in  law  but  in 
executive  order.  No  execut| 
order  is  binding  on  a  Pre) 
dent  who  wishes  to  char 
it.  (Moreover,  the  reversal 
such  an  order  need  not  e\ 
be  made  public.) 

Draconian  measures 
curtail  the  freedom  to  tra« 
and  do  business  with  1 
world  would  threaten  both  our  Constitution  and  our  v 
aims.  Redoubling  America's  commitment  to  free  trade  a 
giving  the  President  authority  to  negotiate  lower  tariffs  a 
trade  barriers  will  signal  we're  advancing,  not  retreating.  P 
tecting  our  economic  liberty  is  more  urgent  than  ever,  to  h 
offset  war  costs  and  restore  prosperity. 

Ultimately,  each  proposal  must  be  tested  under  the  Cc 
stitution  to  ensure  that  in  defeating  the  enemy,  we  do  r 
permit  the  enemy  to  score  victories  against  freedom. 

The  unique  war  in  which  we  are  now  engaged  und 
scores  the  genius  of  our  framers.  They  designed  a  system  tl 
is  adapting  to  contingencies  that  they  could  never  have  ant 
ipated.  The  battle  against  terrorism  is  an  occasion  not 
doubting  the  Constitution,  but  for  respecting  it. 


"Hastily  drafted  measures  could  backfire.  It  would  be 
ironic  if  the  government  were  forced  to  free  a  terror 
suspect  because  evidence  was  gained  under  bad  law." 
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Our  process  to  reduce  sulfur  in  gasoline 
helps  those  who  don't  even  drive. 


llfur  is  a  naturally  occurring  element  in  gasoline 
id  contributes  to  air  pollution.  But  until 
xently,  the  methods  used  to  remove 
ilfur  from  gasoline  weren't  very  efficient.  So 
tiillips  is  developing  a  new  process  that 
amoves  more  than  90%  of  the  sulfur  in 
andard  gasoline  without  significant  loss  of 


octane  or  volume.  Ife  an  innovation  that  will 
help  us  reduce  harmful  emissions  from  cars, 
improve  air  quality  and  meet  proposed 
sulfur  regulations  for  years  to  come.  And 
it's  just  one  of  the  many  ways  we  live  up  to 
the  name  The  Performance  Company,  /mm 
PHILLIPS  PETROLEUM  COMPANY  (§6} 


r  a  copy  of  our  annual  report,  call  918-661-37.00,  write  to:  Phillips  Annual  Report,  B-41,  Adams'  Bidg.,  Barllcsvillc,  OK  74004, 
,  or  visit  us  at  www.phillips66.com. 


FACT  AND  COMMENT 

By  Steve  Forbes,  editor-in-chief 
"With  all  thy  getting  get  understanding" 


THE  AUSTRIAN  SOLUTION 


IE  U.S.  SHOULD  INDEED  TAKE  FORCEFUL  MILITARY  ACTION 
ainst  the  numerous  terrorist  training  camps  in  Afghanistan, 
it  we  should  couple  these  assaults  with  a  major  diplomatic 
:ensive  to  turn  Afghanistan  into  a  truly  neutral  country,  free 
)m  the  political  machi- 
tions  of  its  neighbors, 
mething  similar  was  done 
Austria  in  1955,  amidst 
;  Cold  War,  with  the  U.S. 
d  the  Soviet  Union  agree- 
l  to  remove  that  country 
>m  big  power  politics. 
After  the  Soviet  inva- 
m  of  Afghanistan  in  1979, 
e  U.S.  encouraged  Mus- 
l  nations  to  send  guerrilla 


Neutralizing  Austria  from  Cold  War  rivalries  in  1955.  A  similar  hands-off 
approach  is  needed  for  Afghanistan. 


fighters  into  Afghanistan.  That  was  a  major  mistake.  One  of 
those  who  came  to  that  benighted  country  was  Osama  bin 
Laden.  In  hindsight  we  should  have  provided  assistance  only  to 
native  Afghans,  who  were  more  than  willing  to  fight  the  Soviets. 

After  the  Soviets  with- 
drew, Moscow,  India,  Iran, 
Pakistan  and  Saudi  Arabia 
all  actively  backed  their  fa- 
vorite factions.  No  wonder 
the  country  is  a  hellhole.  It 
won't  be  easy,  but  it's  worth 
trying  to  forge  an  agree- 
ment among  these  interfer- 
ing parties  to  leave  Afghan- 
istan to  its  own  devices  after 
the  Taliban  regime  collapses. 


NOW  MORE  THAN  EVER 


DW  IN  THE  WORLD  CAN  MISSILE  DEFENSE  CRITICS  CLAIM 
e  recent  tragedies  in  New  York  and  Washington,  D.C. 
monstrate  that  we  don't  need  shields  against  incoming 
issiles?  The  ghastly  attacks  against  the  World  Trade  Center 
d  the  Pentagon  don't  in  the  least  mitigate  the  need  for  such 
:rucial  capability,  just  as  the  attack  on  Pearl  Harbor  hardly 
jant  we  didn't  need  tanks  or  infantry  machine  guns. 


We  are  vulnerable  to  various  forms  of  attack,  and  we  should 
be  ready  for  all  of  them.  It's  only  a  matter  of  time  before  rogue 
states  will  have  rocketry,  tipped  with  nuclear,  biological  or  chem- 
ical devices,  able  to  reach  our  shores  or  those  of  our  allies.  With 
a  sense  of  urgency,  we  should  develop  the  most  thorough  missile 
defense  systems  possible.  We  can  start  by  upgrading  the  Navy's 
Aegis  technology  and  from  there  develop  a  space-based  system. 


NOT  THERE  YET 


[E  FEDERAL,  RESERVE  HAS  ADMIRABLY  PUMPED  SIGNIFICANT 
uidity  into  the  economy,  thereby  easing  the  increasingly  deadly 
Elation  that  we've  been  undergoing  for  at  least  three  years.  But 
l  benefits  of  this,  other  than  avoiding  immediate  panic,  won't 
fully  felt  until  the  Fed  publicly  announces  that  this  reliquid- 


ity  is  permanent,  not  temporary.  The  dollar  gold  price,  the  most 
sensitive  measure  of  monetary  stability  or  instability,  has  moved 
from  roughly  $270  to  $290  an  ounce.  The  Fed  should  keep  this 
money  hose  on  until  the  yellow  metal  reaches  $300  to  $325  an 
ounce.  Don't  stop  now,  Alan.  You're  almost  there. 


RAM  THROUGH  RELEVANT,  REVITALIZING  REFORMS 


LEAGUERED  AIRLINES  WILL  SOON  GET  BILLIONS  OF 
vernment  dollars  to  stave  off  financial  ruin.  As  the  money 
dispersed,  Washington  should  enact  conditions,  the  prin- 
>al  one  being  that  air  traffic  control  be  removed  from  the 
deral  Aviation  Administration.  It  should  be  set  up  as  an 
dependent  corporation,  owned  by  and  answerable  to  all 
e  aviation  interests,  commercial  and  general.  As  the  econ- 
ny  and  passenger  usage  recover,  as  they  eventually  will,  our 
/il  aviation  system  will  once  more  be  as  dysfunctional  as  it 


was  before  this  year's  economic  slowdown. 

Several  countries  have  made  such  a  move,  including 
Canada,  Britain,  Germany,  Australia  and  New  Zealand,  and 
the  results  have  been  enormously  beneficial.  Free  from 
politics,  air  traffic  control  in  these  countries  is  properly 
funded  from  industry  fees  and  charges  and  gets  the  most 
up-to-date  technology.  These  systems  function  better  and 
more  efficiently  than  ours. 

A  chunk  of  federal  money  should  go  toward  training  flight 
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attendants  on  the  use  of  mace  or  other  such  sprays  to 
temporarily  disable  unruly  or  hijack-minded  passengers.  Flight 
attendants  should  also  be  required  to  take  refresher  courses 
every  6  to  12  months.  Cockpit  doors  should  be  strengthened 
and  pilots  should  be  instructed  not  to  leave  the  cockpit.  Period. 
Carriers  should  also  be  required  to  match  checked  luggage 
with  on-board  passengers.  If  a  passenger  doesn't  make 
a  connecting  flight,  his  baggage  should  be  removed. 

The  White  House  should  also 
require  carriers  and  the  FAA  to 
employ  as  rapidly  as  possible  exist- 
ing technology  that  can  unfailingly 
detect  explosives  hidden  within  any 
container.  By  utilizing  up-to-date 
detection  technologies,  carriers 
should  again  be  allowed  to  carry 
freight  and  mail  in  the  same  aircraft 
as  passengers.  Machinery  also  exists 
that  can  detect  suspect  items  in 
carry-on  luggage,  thereby  avoiding 
all-too-fallible  human  judgment. 


Empty  airport  scenes  like  this  won't  be  permanent 
Best  to  prepare  for  future  crowds  now. 


Airports  should  be  mandated  to  have  surveillance  car 
eras  throughout  th  ir  facilities,  if  they  don't  already.  Airpo 
are  one  place  where  it  would  be  proper  to  use  cameras  ar 
computers  to  automatically  match  faces  with  a  central  file 
known  felons  or  suspected  terrorists.  And  why  can't  nam 
on  passenger  lists  be  similarly  matched? 

Airports  should  be  urged  to  charge  user/carrier  fee 
based  not  on  a  plane's  weight  but  on  the  time  of  day  it  tak 
off  and  lands — the  fee  being  high 
during  rush  hours  and  lower 
other  times.  If  time  is  money  for 
passenger,  let  the  passenger  pay. 

Washington  should  also  encou 
age  the  already  fast-growing  use 
smaller  jet  aircraft,  which  can  avo 
hubs,  taking  passengers  direct 
from  Point  A  to  Point  B  faster  and 
more  affordable  fares.  The  best  ii 
centive  to  encourage  such  a  tren 
in  addition  to  air  traffic  control  r 
form,  is  slashing  the  capital  gains  ta 


TIME  TO  GET  REAL  ON  SOCIAL  SECURITY 


BEFORE  THE  HORRORS  OF  SEPT.  11,  DEMOCRATS  WERE  DE- 
nouncing  President  Bush  for  "raiding"  the  Social  Security- 
Trust  Fund  and  picking  the  "lockbox."  A  global  recession  is 
in  the  making,  and  Washington  was  debating  something  as 
meaningless  and  as  silly  as  this. 

Let's  get  some  facts  straight.  Social  Security  taxes  will  exceed 
payments  to  beneficiaries  by  around  $77  billion  this  year.  Ex- 
cess monies  are  turned  over  to  the  Treasury  Department,  and 
Social  Security  receives,  in  return.  Uncle  Sam's  IOUs.  Remem- 
ber, the  Social  Security  Trust  Fund  gets  those  IOUs  regardless  of 
what  the  government  does  with  the  money,  whether  the  feds 
spend  it,  rebate  it  to  taxpayers  or  use  it  to  redeem  U.S.  govern- 
ment bonds  held  by  the  public.  The  money  does  not  sit  as  cash 
in  Social  Security's  coffers  waiting  to  be  paid  out  in  the  future. 

The  notion  that  these  temporary  Social  Security  sur- 
pluses can  be  used  to  reduce  the  national  debt  is  a  lot  of 
smoke.  Yes,  a  bondholder  may  get  his  money  back,  thereby 


cutting  the  publicly  held  portion  of  the  national  debt.  Bi 
Uncle  Sam  still  owes  that  IOU  money  to  Social  Security.  Tl 
government's  obligations  haven't  gone  down  one  cent. 

When  those  IOUs  are  due,  Washington  will  get  ti 
money  either  from  tax  receipts  or  from  borrowing.  And  th 
gets  to  the  nub  of  the  matter.  A  big,  strong  economy  w: 
make  it  relatively  easy  for  Washington  to  redeem  those  IOU 
a  weak  one,  just  the  opposite.  That's  a  critical  purpose  of  ii 
centive-oriented  tax  cuts — the  kind  John  Kennedy  an 
Ronald  Reagan  successfully  advocated,  the  kind  that  wei 
dramatically  watered  down  in  this  summer's  tax  cut.  Sue 
tax  cuts  enable  the  economy  to  grow.  Both  the  Kennedy  an 
Reagan  reductions  gave  us  muscular  economic  expansions 

The  White  House  should  firmly  toss  out  all  this  jabbe 
about  lockboxes  and  trust  funds  and  forcefully  make  the  ca." 
for  a  vibrant  economy's  being  the  best  guarantee  for  Soci 
Security's  future. 


INITIAL  FUMBLING 


BY  THE  WAY,  THE  PRESIDENT'S  COMMISSION  TO  STRENGTHEN 
Social  Security,  appointed  earlier  this  year  by  the  White 
House,  has  gotten  off  to  a  politically  bad  start.  Its  analysis  of 
the  long-term  flaws  of  Social  Security  are  on  target,  but  it  is 
fatally  undermining  the  chance  for  genuine  reform — letting 
workers,  if  they  so  choose,  place  a  percentage  of  their  Social 
Security  taxes  into  their  own  individual  retirement 
accounts — by  talking  about  cutting  benefits,  changing  the 
retirement  age  or  jiggering  most  of  the  living  formulas.  The 
Commission  should  make  clear  that  there  will  be  no  tam- 
pering with  the  benefits  of  those  who  are  receiving  them 


or  of  those  who  choose  to  stay  with  the  current  system. 

The  Commission  should  also  not  fall  into  the  trap  of  ha\ 
ing  Social  Security's  current  obligations  undermine  the  sea 
and  scope  of  reform.  These  liabilities  should  be  seen  the  sair 
way  as  war  debts:  as  sunk  costs,  which  a  vibrant  economy  ca 
easily  service.  Instead  of  supporting  a  plan  that  1%  to  2%  c 
the  1 2.4%  Social  Security  tax  be  allowed  to  go  into  individu; 
retirement  accounts,  the  Commission  should  advocate  robu: 
reform  by  pushing  for  5%  or  8%.  The  remainder  of  the  ta 
can  help  meet  current  obligations  and  then  pay  off  an 
bonded  debt  that  might  be  necessary  to  pay  beneficiaries. 
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They  both  work  at  the 

same  conn 

Have  the 

same  six-figure  salarie 


So  why  is  one  looking  forward  to 


I  eany 

retiremen 


while  the  other  looks  forward  to 

the  15th  and  the 


The  difference  is  a  Northwestern  Mutual  Financial 
Representative,  offering  expert  guidance  in 
retirement  planning,  investment  services,  and  a 
network  of  specialists  to  help  get  you  closer  to  all 
your  financial  goals. 


Northwestern  Mutual 

FINANCIAL  NETWORK™ 


Are  you  there  yet? 


!001  The  Northwestern  Mutual  Life  Insurance  Co.,  Milwaukee,  Wl 


www.  nmfn.com 


OTHER  COMMENTS 


No  man  is  entitled  to  the  blessings  of  freedom  unless  he 
be  vigilant  in  its  preservation. 

—DOUGLAS  MACARTHUR 


Wait  No  More  Given  the  determination  and  surprising 
capabilities  of  our  enemies,  a  system  of  national  missile  defense 
may  be  the  best  insurance  we  have  of  preventing  future  terrorist 
attacks  whose  death  toll  will  be  measured  not  in  thousands  but 
in  millions.  While  it's  true  that  an  NMD  system  would  not  have 
prevented  the  suicide  attacks,  it  may  prevent  the  next  round  of 
terrorist  attacks.  It  is  not  infeasible  to  think  that  Iraq  or  North 
Korea  or  some  two  dozen  other  countries  could  "lose,"  give  or 
sell  a  ballistic  missile  to  an  Osama  bin  Laden  or  his  counterparts. 
Given  the  escalation  of  terrorist  acts — from  hijacking  planes 
and  ransoming  hostages  to  explosions  in  buses  and  airports  to 
the  jetliner  crashes  into  the  World  Trade  Center  and  Pentagon — 
the  next  logical  progression  could  very  well  be  the  nightmare 
scenario  that  could  involve  a  nuclear  or  biological  strike  against 
an  American  city,  a  capital  or  even  multiple  targets. 

— NEAL  LAVON, 
Baltimore  Sun 

Clear  the  Stage  Many  of  today's  terrorists,  including 
Osama  bin  Laden,  were  introduced  to  the  Afghan  scene,  and 
trained  and  armed  by  the  CIA,  during  the  Soviet  war.  Afghans 
warned  their  American  benefactors  that  it  would  backfire. 
Nobody  listened.  Washington  assumed  that  Muslims  would 
always  be  tactical  allies  in  the  struggle  against  godless  commu- 
nism. We  didn't  plan  for  a  time  when  there  would  be  no  Soviet 
Union,  leaving  radical  Arabs  and  the  like  free  to  turn  their 
guns  on  us.  Through  all  the  years  of  their  internecine  warfare, 


"Oh  no,  not  homework  again." 


Afghans  have  maintained  ties  with  each  other.  There  are  e 
ments  among  every  faction  today  which  could  come  togetr 
and  start  rebuilding  a  peaceful,  neutral  Afghanistan.  This  c 
only  happen  if  the  stage  is  cleared  of  outsiders.  Today,  as  ev 
ordinary  Afghans  are  to  pay  the  price.  Their  country,  their  h\ 
and  the  society  through  which  they  organized  their  politi< 
affairs  have  been  reduced  to  rubble.  If  the  burden  of  the  Ij 
iban  and  other  feuding  leaders  is  lifted  from  them,  along  wi 
the  despised  foreign  radicals  in  their  midst,  we  will  have  foui 
a  way,  while  helping  to  safeguard  our  own  freedoms,  to  rep 
them  for  the  great  service  they  performed  only  a  decade  ag< 

—NANCY  DEWOLF  SMIT 
Wall  Street  Jourr.l 

Shoulder  to  Shoulder  America's  allies  stand  unit 

in  shock.  In  response  to  [the]  attack,  NATO  has,  for  the  fir 
time  in  its  52-year  history,  invoked  its  mutual  defense  cor 
mitment.  Even  the  fractious  United  Nations  Security  Coun 
has  unanimously  condemned  the  attack  as  a  threat  to  inte 
national  peace  and  security,  thereby  conferring  U.I 
legitimacy  on  a  U.S.-led  response.  The  U.S.  Administration  h 
begun  to  build  the  broad  coalition  of  nations  needed  to  ma 
any  antiterrorist  campaign  effective.  Galvanized  by  tl 
horrific  events  in  Washington  and  New  York,  America's  alii 
have  decided  on  which  side  they  stand.  International  terroris 
is  a  threat  to  all  civilized  nations  and  one  that  must  be  erac 
cated.  The  challenge  for  the  U.S.  and  its  close  allies  is  to  assen 
ble  not  a  short-lived  alliance  of  the  outraged  but  a  longer-ter 
coalition  whose  intervention  stretches  beyond  military  actio 

— Financial  Tim 

Tllie  Today  "Not  in  vain"  may  be  the  pride  of  tho. 
who  have  survived  and  the  epitaph  of  those  who  fell. 

— WINSTON  CHURCHII 

So  Be  It  During  World  War  II,  John  Kennedy  wrote  hon 
to  his  parents  from  the  Pacific.  He  remarked  that  Americai 
are  at  their  best  during  very  good  times  or  very  bad  time 
the  in-between  periods,  he  thought,  cause  them  trouble,  fi 
not  sure  that  is  true.  Good  times  sometimes  have  a  tendenc 
to  make  Americans  squalid.  The  worst  times,  as  we  see,  set. 
arate  the  civilized  of  the  world  from  the  uncivilized.  This 
the  moment  of  clarity.  Let  the  civilized  toughen  up,  and  b 
the  uncivilized  take  their  chances  in  the  game  they  started. 

— LANCE  MORROW,  Time  I 
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Kenny,  your 
Kinko's  co-worker 


"We  can  handle  any  document  need,  big  or  small.  Well,  medium  too. 
And  come  to  think  of  it,  gargantuan  is  no  sweat." 

could  check  the  thesaurus  for  "size"  words  all  day,  but  no  matter  how  I  say  it,  there  isn't  much  Kinko's  can't  handle  -  including  high-quality 
lack-and-white  and  full-color  documents  printed  on  high-speed  Xerox'  digital  copiers.  And  plenty  of  other  great  services,  like  high-volume 
igital  printing  directly  from  a  disk,  CD  or  e-mail.  And  terrific  stuff  like  binding,  tabs  and  durable  covers  that  can  make  your  presentations  the 
est  they  can  be.  So  stop  by  and  talk  to  one  of  our  co-workers  today.  Coincidentaily,  they  come  in  ail  kinds  of  sizes,  too. 

we're  doing  more: 

ULL-COLOR  COPIES  •  VOLUME  PRICING  •  DIGITAL  PRINTING  •  BINDING  -  TABS 

|)pen  24  hours  •  www.kinkos.com  •  America  Online   Keyword:  Kinko's  •  1 -800-2-KINKOS  The  Document  Company 
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'oducts,  services  and  hours  vary  by  location.  See  store  for  details  America  Online  is  a  registered  service  mark  of  America  Online,  Inc.  XEROX®  and  The  Document  Company®  are  trademarks  of  XEROX 
ORPOR  ATION.  Kinko's  and  we're  doing  more  are  proprietary  marks  of  Kinko's  Ventures,  Inc.  and  are  used  by  permission.  Kinko's  requires  written  permission  from  the  copyright  holder  in  order  to  reproduce  any 
bpyrighted  work,  ©2001  Kinko's,  Inc.  All  rights  reserved. 


GETS  how  to  teach  traditional  industries  new  tricks. 

GOT  IT  DONE  for  First  Union®  by  helping  to  identify  31 
new  economic  opportunities,  from  immediate  cost  savings  to 
customer  acquisition,  growth  and  retention. 

STEVE  JOERN,  IBM  Business  Consultant 


IBM  r,  a  trademark  ol  International  Business 
AD.riighls  reserved.  . 


THE  WORLD  HAS  CHANGED. 

The  clear  line  between  business  strategy  and  technology 
strategy  is  gone.  So  is  the  notion  that  technology 
implementation  follows  leisurely  behind  business  strategy. 

The  best  businesses  in  the  world  today  treat  technology 
advantage  as  an  ongoing  business  strategy.  They  expect 
to  execute,  upgrade  and  innovate  constantly. 

And  they  find  great  people. 


YOU  NEED  GREAT  PEOPLE. 

People  who  can  move  easily  between  concepts 
of  technology  and  concepts  of  business. 

People  like  Steve  Joern. 

And  thousands  of  other  strategic  consultants  at  IBM 

who  provide  concrete  business  models,  focused  strategies 

and  real-life  solutions  for  companies  in  dozens  of  industries. 

Including  yours. 


IBM  Business  Consultants.  Ask  for  strategy  at  (800)  IBM-7080. 


LE  WHO  GET  IT.  PEOPLE  WHO  GET  IT  DONE. 

ibm.com/services/strategy 


LAST  APRIL,  WE  BROKE  GROUND  ON  THE  NEW  NISSAN  PLAN 
BUT  WE'VE  ALREADY  LAID  THE  FOUNDATION  FOR  MUCH  MORI 


When  the  state  of  Mississippi  and  Nissan  joined  forces  it  wasn't  just  to  build  a  new  plant,  it  was  to  build  toward  a  bright  future.  Togeth 
Our  new,  leading-edge  facility  in  the  city  of  Canton  is  where  it  all  starts.  It  will  soon  have  the  capacity  to  assemble"  some  250,000 
Nissan  full-size  trucks,  full-size  SUVs  and  our  next-generation  minivan.  All  to  meet  the  ever-increasing  demand  for  Nissan  products 

in  North  America.  And  to  infuse  the  local  economy  with  new  jobs  -  potentially  up  to  4,000.  And  as  if  that  weren't  enough,  this 
new  plant  will  spur  further  growth  in  and  around  the  state.  All  of  which  goes  to  show  that  this  new  facility  will  do  more  than  produc 
incredible  products,  it'll  produce  an  incredible  amount  of  pride  in  all  of  us.  For  more  information,  visit  mississippiandnissan.com. 


'U.S  -Built  Nissans  consist  of  domestic  and  globally  sourced  parts.  Nissan  and  the  Nissan  Logo  are  Nissan  trademarks.  C  2001  Nissan  North  America.  Inc. 


COMMENTARY 


On  Events  at  Home  and  Abroad 

By  Caspar  W.  Weinberger,  chairman 


AFTER  THE  TERROR 


OR  A  LONG  TIME  TO  COME  EVERYTHING  WE  WRITE  OR  SAY 
>r  think  will  be  prefaced  by  "before  Sept.  11,  2001"  or  "after 
ept.  11,  2001."  That  is  the  way  it  was  for  many  years  after 
Dec.  7,  1941. 

Before  Sept.  11,1  had  written  a  column  on  the  Quadren- 
lial  Defense  Review.  This  is  the  full-scale  review  of  budgets 
nd  strategy  that  Congress  requires  of  the  Pentagon  every 
our  years.  The  results  of  the  2001  review  were  due  Sept.  30. 
had  worried  that,  as  usually  happens,  the  costs — not  the 
ieeds — were  dominating  the  entire  review.  Now,  after 
>ept.  11,1  believe  there  is  a  fuller  and  more  discerning  view 
a  Congress,  as  was  evidenced  by  the  all-but-unanimous  vote 
i  iving  President  Bush  authority  to  use  all  necessary  and  ap- 
propriate action  to  respond  to  the  unparalleled  bestiality  of 
[he  terrorist  attacks  on  New  York  and  Washington,  D.C. 

Perhaps  this  year  the  Quadrennial  Defense  Review  can  be  re- 
used to  open  with  this  basic  question:  "What  does  our  military 
|  eed  to  enable  it  to  respond  to  these  acts  effectively  and  con- 
jlusively  enough  so  that  we  will  never  again  have  to  face  such  an 
jttack  on  our  homeland?"  The  President  and  Defense  Secretary 
jLumsfeld  had  already  approved  a  request  for  an  additional 
1 18.4  billion  for  defense  in  the  fiscal  year  that  started  Oct.  1.  Be- 
pre  Sept.  1 1,  many  Democrats  and  some  Republicans  opposed 
ven  that  small  increase.  Following  eight  years  of  the  Clinton 
Kdministration's  inadequate  budgets  and  procurement  holi- 
jiays,  our  military  clearly  needs,  as  Don  Rumsfeld  has  said, 
jevery  nickel"  of  the  $18.4  billion.  Before  Sept.  1 1,  many  others 
lit  we  actually  needed  more  funds;  now  they  are  saying  so. 

ilore  Funds  Are  Needed 

eports  had  been  circulating  that  the  quadrennial  defense  re- 
liewers  were  going  to  urge  Congress  to  budget  enough  funds 
D  that  the  U.S.  could  win  one  war,  anywhere  in  the  world, 
iecisively  and  relatively  quickly,  while  also  being  ready  to  deal 
laccessfully  with  other  problems  elsewhere.  In  the  wake  of 
ept.  1 1,  it  is  clear  we  will  be  going  on  the  offensive  and  will 
ike  war  to  the  terrorists.  Older  budget  formulations — even 
lie  higher  program  estimates — are  not  enough  for  this. 

We  need  to  increase  our  air-  and  sea-lift  capabilities.  We  also 
eed  to  add  to,  not  reduce,  our  carrier  forces,  because  in  some 
arts  of  the  world  carriers  will  be  our  only  bases.  And  we  will 
ave  to  develop  and  deploy  an  effective  missile  defense  against 
lissiles  that  can  carry  nuclear,  chemical  or  biological  warheads. 

Many  of  missile  defense's  diehard  opponents,  including 
lost  of  the  Democratic  leadership  in  the  Senate,  keep  telling 
s  that  a  missile  defense  would  not  have  stopped  these  attacks. 


That  is  true,  but  quite  irrelevant.  Sept.  1 1  showed  us  one  form 
of  attack — suicide  terrorists  using  commercial  airliners  to  kill 
thousands  of  people.  But  this  is  not  the  only  kind  of  attack  of 
which  these  and  other  terrorists  are  capable.  We  must  be  pre- 
pared to  deal  with  many  kinds  of  threats.  Gas  masks  or  bul- 
letproof vests  would  not  have  stopped  the  recent  attacks,  but 
we  aren't  throwing  away  those  defenses.  We  need  a  missile 
defense,  as  well  as  the  more  conventional  forms  of  defense. 
Many  less-than-fully-friendly  countries  have  weapons  of 
mass  destruction  and  the  means  to  deliver  those  missiles  to 
our  shores.  The  longer  we  stay  defenseless,  the  more  the 
tyrants  and  terrorists  of  the  world  will  be  tempted  to  use 
those  weapons  against  us.  Should  they  succeed  because  we 
have  continued  to  adhere  to  the  1972  ABM  Treaty,  which 
forbids  an  effective  missile  defense,  the  resulting  horror  will 
be  far  worse  than  that  which  we  have  already  experienced. 

The  Bush  Administration  is  well  aware  of  this,  but  it  will 
still  have  a  fierce  fight  on  its  hands  to  overcome  the  almost 
surreal  and  slavish  adherence  to  the  ABM  Treaty  voiced  by 
many  in  Congress  and  by  domestic  and  foreign  "experts." 

A  Sign  of  Hope 

President  Bush  put  to  rest  rumors  that  we  were  not  serious  about 
abandoning  the  ABM  Treaty  when  he  stated  on  Aug.  23  that  we 
will  withdraw  from  the  treaty  "at  a  time  convenient  to  America." 
This  was  reported  by  the  New  York  Times,  the  bitterest  of  critics  of 
missile  defense.  If  one  believed  the  conventional  media  wisdom, 
one  would  conclude  that  most  of  Europe  is  foaming  at  the  mouth 
in  fury  at  our  desire  to  defend  ourselves.  Actually,  as  the  Wall 
Street  Journal  reported,  there  is  impressive  support  for  missile  de- 
fense from  at  least  nine  leaders  from  Europe,  Australia  and  Asia. 

There  are  two  other  things  we  have  to  keep  in  mind.  We 
are  essentially  a  pacific,  nonbelligerent  nation.  Without  an 
attack  plan,  however,  we  cede  to  any  enemy  the  advantage  of 
determining  the  time  and  place  of  an  attack,  thus  increasing 
our  military  burden.  If  we  make  more  cuts  in  our  forces,  which 
have  been  cut  more  than  40%  since  1985,  we  will  not  be  able 
to  recruit,  train  and  equip  quickly  the  troops  we  now  need. 

A  final  point:  Before  we  strike  anyone  or  any  target,  we 
must  be  as  certain  as  is  possible  that  we  are  hitting  targets 
that  were  involved  in  the  terrorist  attacks.  It  will  do  no  good 
and  much  harm  if  our  targets  are  based  on  rumor  and  inad- 
equate evidence.  Once  there  is  a  high  degree  of  certainty,  our 
strikes  must  be  so  massive  and  unrelenting  that  terrorists  will 
understand,  as  have  Libya's  Muammar  Qaddafi  and  Iraq's 
Saddam  Hussein,  the  real  cost  of  such  attacks.  F 
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By  Rich  Karlgaard,  publisher 

publisher@forbes.com 


THE  ENEMY  BENEATH 


M  THE  DAYS  FOLLOWING  THE  TERRORIST  ATTACKS,  THE 
J.S.  fractional  jet  business  found  itself  swamped  with  in- 
uiries — 10,000  is  one  aviation  expert's  guess.  Meanwhile,  all 
lajor  commercial  carriers  in  the  U.S.  are  tottering  on  the 
dge  of  insolvency.  For  years,  maybe  permanently,  this  awful 
low  to  America  is  sure  to  effect  strange  and  sudden  turns 
ke  this.  Actually,  the  turns  only  seem  strange.  What  the  ter- 
Drist  attacks  may  have  done  is  to  quicken  a  trend  already  in 

i  lay  for  the  last  44  years.  The  trend  is  decentralization. 

jiant  Killer 

1  1957  the  civilized  world  was  at  its  apogee  of  centralized 
lanagement.  The  twin  efforts  to  conquer  the  Great  Depres- 
lon  and  to  win  World  War  II  were  huge  top-down  affairs  that 
ad  lasting  consequences  for  management  and  organization, 
y  the  1950s  command  and  control  had,  as  a  way  of  getting 
Imost  any  task  done,  even  in  civilian  life,  virtually  no  rival.  In 
ict,  America's  biggest  worry  at  the  time  was  the  Soviet  Union, 
ilich  practiced  command  and  control  even  more  than  we 
id — and  at  the  point  of  a  gun.  And  it  seemed  to  work,  too.  In 
>ctober  1957  the  Soviets  managed  to  hoist  a  184-pound  hunk 
f  metal  with  a  radio  transmitter  into  orbit  around  the  Earth, 
he  success  of  Sputnik  I  shocked  Americans.  With  each  radio 
ieep  Sputnik  seemed  to  say:  "Our  system  of  extreme  com- 
land  and  control  works  even  better  than  yours." 

But  hold  the  phone.  The  year  1957,  which  gave  us 
putnik  I,  also  gave  us  the  birth  of  Fairchild  Semiconductor 

ii  Palo  Alto,  Calif.  The  reason  that's  notable:  Fairchild,  in 
'959,  invented  the  silicon  chip.  The  company's  founder,  Bob 
jfoyce,  took  the  idea  of  a  transistor  and  etched  it  onto  a  tiny 
jiece  of  polished  sand.  Two  years  later  he  upped  the  ante. 

his  time  Noyce  was  able  to  etch  two  transistor  equivalents 
into  a  sliver  of  sand.  Then  4,  then  8,  then  16,  then  32 — and 
we  rest  is  history. 

;  By  1969  the  chip  was  performing  wonderful  feats  of  cal- 
lilation.  One  of  them  was  determining  the  exact  moment 
1  which  an  astronaut  must  fire  a  rocket  booster  to  enter 
be  moon's  gravity  field.  Too  late  or  too  early  would  do  the 
t;tronaut  no  good;  the  sun's  competing  gravity  would  suck 
;im  into  a  slow,  hot  death. 

i  Thanks  to  the  chip,  America  overcame  a  five-year  Soviet 
ad  in  rockets  and  beat  it  to  the  moon.  Thanks  to  the  chip — 

ji  missiles,  in  faxes,  in  computers — we  won  the  Cold  War,  too. 
The  chip  didn't  just  defeat  the  Soviets.  Its  amazing  pow- 

rs,  in  the  hands  of  entrepreneurs,  began  to  foil  command- 
id-control  monoliths  of  any  kind.  In  1976,  21 -year-old 


Steve  Jobs,  having  no  shoes  and  only  a  rickety  VW  bus  to  his 
name,  sold  his  bus  for  $1,200.  It  was  just  enough  to  buy  a  few 
chips  from  Motorola.  That's  how  Apple  Computer  got  its 
start.  The  same  year,  down  in  Albuquerque,  N.M.,  young  Bill 
Gates  and  Paul  Allen  wrote  software  code  for  kit  computers 
using  the  latest  Intel  chip.  That's  how  Microsoft  was  born. 

Poor,  humble  and  decentralized  to  multiple  vanishing  points 
of  obscurity,  the  chip-based  PCs  nevertheless  would  grow  to  be 
mighty  in  the  next  25  years.  By  the  fifteenth  year  chip  PCs  had 
begun  their  attack  on  the  top-down  computer  establishment.  As 
late  as  1987  the  old  guard — IBM  and  the  minicomputer  stal- 
warts such  as  Wang  and  Digital — was  still  laughing  at  chip  PCs. 
They  weren't  laughing  in  1992.  IBM  was  out  of  money.  Digital 
was  about  to  be  swallowed.  Wang  was  on  its  way  to  bankruptcy. 

Venture  Capitalist  of  Terror 

What  worries  me  most  about  Osama  bin  Laden  and  his  network 
of  terror  is  that  he  is  following  the  Silicon  Valley  model  of  decen- 
tralization and  disruption,  almost  to  the  letter.  Think  of  Bin 
Laden  as  a  venture  capitalist — the  VC  of  mass  murder  and  global 
terror.  Like  any  other  successful  VC,  he  attracts  people  willing  to 
commit  their  lives.  He  doles  out  money,  but  only  in  dribs.  He  de- 
mands that  his  ventures,  if  you'll  permit  me  to  call  them  such, 
stay  lean,  squeeze  pennies  and  meet  milestones.  Above  all,  they 
must  change  the  rules  of  engagement.  Through  clenched  teeth 
one  is  forced  to  admit  that  Bin  Laden  gets  bang  for  his  buck.  It's 
what  Fairchild  did.  It's  what  Apple  did.  It's  what  Microsoft  did. 

When  we  knocked  out  the  Soviet  Union,  we  did  so  by 
harnessing  entrepreneurship  and  decentralization.  Sure,  we 
had  a  Pentagon,  and  more  important  a  President  and  Secre- 
tary of  Defense  in  the  1980s  with  iron  wills.  But  the  chip  fig- 
ures hugely  here.  It  gave  our  military  a  decisive  advantage 
over  theirs.  Yet  it  was  invented  by  young  men  in  a  little  shed 
3,000  miles  way.  Nobody  from  the  top  planned  it. 

Now  we  have  an  enemy  who  attacks  us  from  below  using 
disruptive  and  decentralized  techniques.  This  puts  America 
in  an  odd  position.  I  don't  like  the  looks  of  this.  Seeing  as 
how  crazy  and  scattered  entrepreneurs  have  beaten  the  crap 
out  of  monoliths  over  the  last  44  years  in  almost  every 
field,  I  don't  like  the  situation.  Not  one  bit.  I  have  no  doubt 
America  will  prevail  in  the  end,  if  only  because  more  peo- 
ple in  the  world  want  our  lifestyle  than  want  theirs.  We  have 
the  world  on  our  side.  But  the  actual  terms  of  engagement 
work  against  us.  For  some  time,  it's  going  to  be  ugly.  F 

To  see  past  Digital  Rules  columns,  visit  our  Web  site  at 
www.forbes.com/karlgaard. 


C3  Forbes 


FORBES*  October  15,  2001  43 


Forbes 


OCTOBER    15,  2001 


As  the  U.S.  deploys  its  colossal  firepower  overseas,  a  jittery  America  is 
also  confronting  a  war  at  home.  How  are  we  going  to  rebuild  a  shat- 
tered economy  and  a  shaken  national  spirit?  Tighter  security  at  air- 
ports, train  stations  and  street  corners  lends  reassurance  against  an- 
other attack,  but  raises  disturbing  questions.  Can  the  same  high-tech 
tools  trained  on  potential  terrorists — hidden  cameras  to  pick  faces 
out  of  the  crowd,  software  to  listen  in  on  phone  calls  and  e-mails — be 
turned  against  ordinary  U.S.  citizens?  With  Congress  under  pressure 

to  grant  the  government  even  broader 
powers  of  surveillance,  will  the  First 
and  Fourth  Amendments  take  a 
greater  beating  than  Afghanistan? 

The  blow  to  capitalism  reverberates 
on  Main  Street  as  well  as  Wall  Street. 
Some  businesses  are  heroically  pulling 
themselves  out  of  the  rubble,  even  as 
they  bury  their  dead.  Many  companies 
face  daunting  liabilities  that  threaten 
their  existence.  Everywhere  people 
wonder  when  the  aftershocks  to  the 
stock  market  will  cease  and  whether 
the  nation  is  in  the  grips  of  recession — 
or  something  worse.  In  the  following 
pages  FORBES  examines  how  the  war 
changes  the  way  we  lead  our  lives  and 
the  way  we  do  business.  F 
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New  technology  may  well  be  able  to  pick  terrorists  out  in  a  crowd 
and  create  a  record  of  their  movements— and  yours,  too. 


BY  SCOTT  WOOLLEY 

AN  ARSENAL  OF  NEW  WEAPONS 
will  stoke  America's  military 
onslaught  to  retaliate  for  the 
attacks  that  toppled  the  World 
Trade  Center  and  damaged 
the  Pentagon — weapons  that  also  may 
be  turned  on  our  own  people. 

These  weapons  aren't  for  killing  the 
enemy  but  for  shadowing  him — identi- 
fying terrorists,  tracking  their  move- 
ments, eavesdropping  on  their  phone 
calls  and  cracking  their  e-mail.  It  won't 
take  a  Manhattan  Project  to  create  these 
tools;  many  of  them  exist  now,  right 
out  of  Mission:  Impossible. 

Facial  recognition  software 
can  match  your  mug  against  a 
database  of  bad  guys.  Iris-scan- 
ning cameras  make  sure  you're 
the  real,  living  thing  by  check- 
ing the  pulse  inside  your  eye- 
ball. Little  Brother  will  be 
watching:  Tiny  high-resolution 
digital  cameras  will  become 
ubiquitous  as  prices  fall  below 
$100.  Flying  ten  miles  high,  a 
new  unmanned  spy  plane  will 
capture  moving  images  never 
before  possible  (see  p.  52).  At 
airport  check-ins,  break- 
through "sniffing"  technology 
will  detect  explosives  in  traces 
as  tiny  as  billionths  of  a  gram. 

For  decades  the  job  of  sur- 
veillance was  hindered  by  prac- 
tical, economic  and  legal  limi- 
tations. In  the  new  century 
technology  is  rapidly  razing  the 
first  two  hurdles;  now  terror- 
ism is  helping  remove  the  last. 


That  alarms  civil  libertarians  and  pri- 
vacy advocates.  They  rightly  worry  that, 
as  we  embrace  intrusive  monitoring 
tools  to  hound  the  hundreds  who 
might  be  plotting  terrorist  attacks,  mil- 
lions of  Americans  will  lose  another 
layer  of  the  right  to  be  left  alone. 

This  "war,"  if  it  escalates  to  that 
scale,  will  necessarily  include  maneu- 
vers at  home,  putting  citizens  in  the  line 
of  fire  and  within  earshot  of  electronic 
snooping.  The  U.S.  must  make  difficult 
decisions:  How  much  privacy  should 
we  give  up  to  prevent  a  new  round  of 
terror,  and  what  must  be  done  to  en- 
sure things  don't  go  too  far?  It  is  now 


FOUND  IN  THE  CROWD 


Computers  are  getting  good  at  recognizing  humans  by  using  the 
same  method  we  employ  to  identify  each  other:  looking  for  fa- 
miliar faces.  Software  first  spots  the  outline  of  a  head  and  shoul- 
ders, then  zooms  in  on  the  face.  It  keys  in  on  distances  between 
immutable  features  like  eye  sockets.  Today's  systems  rarely  fin- 
ger the  wrong  person,  but  unless  the  image  is  sharp,  the  face 
they  look  for  could  get  away.  Their  big  advantage  over  other  forms 
of  computerized  ID— they  work  without  a  suspect's  knowledge. 


feasible  to  equip  everyone  with 
unique  "smart  card"  that  tracks  whei 
they  have  been,  grants  entry  to  guarde 
areas  and  bars  them  from  others.  Bi 
would  you  want  a  law  that  forces  you  tl 
carry  a  card  at  all  times? 

"Once  you  create  these  tools,  it 
very  tempting  to  use  them,"  say 
Jonathan  Zittrain,  a  Harvard  Law  pre 
fessor.  "Once  the  information  exists,  it 
very  hard  to  say  you  can't  access  it  be  | 
cause  that  wasn't  its  intended  use." 

Surveillance  technology,  once  it . 
installed  for  public  safety  purpose 
quickly  infiltrates  other  parts  of  013 
lives.  Iris  scanning  was  first  develope 
for  identification,  a  harmle; 
role;  in  a  creepy  twist,  a  fin 
called  Iritech  in  San  Jose,  Cali 
has  just  released  a  device  the 
scans  the  eye  to  detect  receit 
drug  use.  It  claims  95%  acci 
racy.  Last  month  Panasoni 
unveiled  the  Authenticam,  a  P 
camera  that  uses  iris-ID. 

In  May  US  Airways  supple^d; 
mented  the  use  of  ID  tags  at  th 
Charlotte,  N.C.  airport  and  ir 
stalled  iris  scanners  that  can 
from  1  foot  away  and  in  a  frac  . 
tion  of  a  second,  confirm 
pilot's  identity.  In  one  test,  a 
iris  scanner  from  Iridian,  c 
Moorestown,  N.J.,  matched  2. 
million  records  to  photograpl 
without  an  error.  It  even  distir 
guished    between  identic; 
twins — their  genes  are  th 
same,  but  their  irises  aren't. 

In  the  corporate  sectc 
hundreds  of  employers  alreac 


be 
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ses,  like  snowflakes,  are  unique.  The  outer  eye  develops  ran- 
jin  patterns  in  the  first  year  of  life,  so  even  the  same  person's 
10  eyes  are  distinct.  That  makes  them  a  near-perfect  form  of 
entification.  But  getting  a  good  picture  of  the  iris  requires  a 
ibject's  cooperation.  That  makes  it  a  good  replacement  for  ID 
irds  but  worthless  for  picking  criminals  out  of  a  crowd. 


he  omnipresent  cameras,  motion  sen- 
|>rs  and  smart  ID  cards — an  infrastruc- 
lre  that  could  be  easily  converted  to 
jxve  antiterrorist  purposes.  Biometric 
)  methods  are  being  built  into  digital 
imeras,  and  as  costs  fall  they  will  pro- 
rerate  into  every  nook  and  cranny  of 
jmerica.  That  is  why,  as  the  stock  mar- 
fet  hemorrhaged  when  trading  re- 
iimed  after  the  tragedy,  the  share  price 
|r  Viisage,  a  maker  of  facial-recognition 


software,  more  than  doubled,  the 
biggest  gainer  of  any  stock  that  grim 
day.  Visionics,  a  rival,  rose  93%. 

Earlier  this  year  cameras  in  the  Ybor 
City  section  of  Tampa  scanned  crowds 
in  a  business  district.  Software  from 
Visionics  of  Jersey  City,  N.J.  picks  out 
human  faces,  locates  key  features  and 
calculates  the  dimensions  of  a  person's 
skull.  The  software  matches  "face 
prints"  against  a  database  of  millions  in 


less  than  a  second.  Gaining 
weight  or  getting  a  nose  job 
won't  fool  the  system,  Vi- 
sionics claims,  because  skull 
dimensions  don't  change. 
New  software  recognizes 
faces  in  a  crowd  even  if  they 
are  in  profile  or  tilted  up  at 
a  45-degree  angle. 

Better  image-sensing 
chips  are  giving  newer 
cameras  an  almost  human- 
like ability  to  track  people 
and  objects  as  they  pass  the 
field  of  vision.  A  new  chip 
from  Pyramid  Vision 
Technology  of  Princeton, 
N.J.  lets  cameras  identify 
moving  objects  and  keep 
them  in  razor-sharp  focus. 
In  three  years  new  chips 
costing  less  than  $20  will 
capture  magazine-quality 
photographs. 

New  video-processing 
chips,  meanwhile,  let  agents 
merge  images  from  infrared 
cameras  with  regular  video. 
That  would  let  a  camera 
record  your  face  as  you  pass 
security,  match  the  mug  to 
the  FBI's  Most  Wanted  list 
and  highlight  the  cold  steel 
barrel  of  the  pistol  in  your 
waistband. 

Even  camera  networks 
already  in  use  could  become 
surveillance  outposts.  In 
Toronto  130  cameras  on 
bridges  and  skyscrapers  watch  city 
streets,  providing  video  of  traffic  snarls 
and  accidents.  A  local  station,  CityTV, 
recently  aired  a  lighthearted  live  shot  of 
a  couple  frolicking  in  the  fountain  in 
front  of  City  Hall  as  newsroom  staff 
panned,  tilted  and  zoomed  in. 

"If  it  was  a  family  member  of  yours, 
we'd  be  close  enough  so  you  would  say, 
'That  looks  like  my  dad,' "  says  Stephen 
Hurlbut,  a  CityTV  vice  president. 


Once  you  create  these  tools,  it's  very  tempting  to  use  them." 
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Great — unless  the  woman  Dad  is  frol- 
icking with  isn't  Mom.  If  legal  authori- 
ties ever  ask  to  see  such  footage,  CityTV 
would  hand  it  over  "if  the  community 
was  under  attack,"  he  says. 

Other  advances  grow  out  of  massive 
improvements  in  cost,  quality  and  ease 
of  use.  A  year  ago  a  high-end  digital 
camera  cost  $150;  today  it  costs  $79, 
and  the  cheapest  sell  for  $19.  Wiring 
them  to  a  recorder  is  still  a  hassle,  but 
new  wireless  chips  will  soon  take  care 
of  that  and  add  only  $10  to  the  cost. 
Creative  Labs,  a  digital  camera  maker, 
now  also  bundles  motion-detection 
features  into  its  software,  letting  a  PC 
control  multiple  cameras  and  zoom  in 
on  a  suspect's  face. 

Buyers  largely  were  in  crime-prone 
businesses  like  minimarts,  says  Bryan 
Lagarde,  who  runs  a  New  Orleans  sur- 
veillance supply  company.  Now  cus- 
tomers want  to  watch  over  coal  mines, 
construction  sites,  private  yachts, 
neighborhood  bars,  even  forests.  This 
will  expand  with  thousands,  perhaps 
one  day  millions,  of  new  Webcams.  The 
rugged  $7,000  ConstructionCam  from 


EarthCam  of  Hackensack,  N.J.  has  a 
heater,  defroster,  fan  and  windshield 
wiper  for  the  lens,  letting  guards  moni- 
tor from  afar  as  it  gazes  down  on  con- 
struction sites,  corporate  entrances  and 
the  like  in  all  weather,  24/7. 

As  costs  fall,  local  governments  will 
find  more  intensive  monitoring  to  be 
easily  affordable.  Cities  from  New  York 
to  San  Diego  to  San  Francisco  now 
monitor  public  spaces  and  intersections 
with  cameras. 

In  Redwood  City,  Calif,  the  cops  go 
one  step  better — microphones  spread 
around  town  instantly  triangulate  the 
location  of  gunshots.  Los  Angeles'  sher- 
iff s  department  has  already  installed  a 
similar  setup,  and  Glendale,  Ariz.'s  po- 
lice will  follow  suit  this  winter. 

Courts  haven't  discouraged  such 
efforts.  In  San  Diego  citizens  hired 
lawyers  to  fight  a  system  that  issued 
$271  tickets  when  cameras  installed  by 
Lockheed  Martin  caught  them  run- 
ning red  lights.  (Lockheed  footed  the 
bill  for  installing  the  cameras,  then  got 
a  cut  for  each  ticket  paid.)  In  August  a 
trial  judge  ruled  it  was  constitutional. 


The  courts'  basic  attitude  has  been  tha 
people  in  public  spaces  have  no  rea> 
sonable  expectation  of  privacy,  so  tak 
ing  their  pictures  in  those  spaces  h 
permissible,  says  Harvard  Law': 
Jonathan  Zittrain. 

Privacy  in  the  home  is  trickier — fo: 
now.  In  Florence,  Ore.  police  used  ther 
mal  imaging  to  "see"  into  the  home  o 
a  drug  suspect,  pinpointing  heat  lamp 
used  to  grow  marijuana.  In  June  th» 
U.S.  Supreme  Court  threw  out  thi 
conviction  and  worried  about  leavinj 
citizens  "at  the  mercy"  of  technolog; 
"that  could  discern  all  human  activit; 
in  the  home."  The  vote:  5-4.  Left  un 
clear:  whether  the  same  protection 
apply  to  what's  in  your  pockets  as  you 
stroll  down  the  street. 

Even  people  in  the  snoop  busines 
fret  that  their  gear  could  be  taken  toe 
far.  "But  as  technology  responds  t< 
this  national  emergency,"  says  Visi 
onics  Chief  Joseph  Atick,  "the  slip 
pery-slope  argument  is  theoretical 
The  terrorism  is  real." 

Research  by  Chana  R.  Schoenberger. 


WE HEAR YOU 


Echelon  has  its  ears 
to  the  world's  villains. 

BY  NICOLE  RIDGWAY 

BILLIONS  OF  E-MAILS,  TELEPHONE 
calls,  wireless  transmissions  and 
faxes  circle  the  globe  each  day.  Think 
of  them  as  billions  of  opportunities  to  use 
snoop  technologies  to  catch  terrorists  as 
they  communicate  from  cell  to  cell. 

Sifting  out  the  one-in-a-million  mis- 
sives that  warrant  scrutiny  is  the  hard 
part.  The  most  powerful  ear  on  the  un- 
derworld is  the  supersecret  Echelon  net- 
work, governed  by  five  English-speaking 
nations  and  run  by  the  U.S.  National  Se- 
curity Agency.  Its  telecom  dragnet  can 
eavesdrop  on  nearly  any  electronic  com- 
munication by  tapping  phone  networks 
and  commercial  satellites.  The  NSA  is  be- 
lieved to  have  its  own  satellites  rotating 


Listening  in:  a  military  post  in  England  thought  to  be  used  by  the  NSA's  Echelon  network. 


with  the  Earth  to  intercept  chatter  in 
specific  regions  of  the  world. 

The  Echelon  network  organizes  com- 
munications gleaned  from  dozens  of 
"antenna  farms"  around  the  world.  The 
position  of  each  antenna  is  shrouded  by 
large  white  spheres  to  hide  which  satellite 
it  is  tracking.  Supercomputers  chew  on 
the  snared  data  and  pass  them  through 
voice-recognition  software  to  identify 
suspects.  Data-mining  software  acts  like  a 


Web  search  engine  scanning  for  ke 
words  and  relevancy,  alerting  NSA  staff  c 
suspect  communications  when  it  recog 
nizes  a  word  from  a  dictionary  of  trigge 
phrases — like  "bomb"  in  most  language: 
Terrorists  such  as  Osama  bin  Ladei 
know  that  calls  and  e-mails  are  porous 
so  they  often  communicate  only  face-to 
face  and  use  friends  and  family  as  mes 
sengers.  But  "in  the  end  we're  talkini 
about  pursuing  a  network  of  terrorists 
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A  network  can't  function  entirely  on  a 
no-tech  basis,"  says  Steven  Aftergood, 
an  intelligence  policy  analyst  at  the 
Federation  of  American  Scientists. 
"They  have  to  be  able  to  transfer  funds, 
they  have  to  be  able  to  travel.  And  they 
have  to  be  able  to  communicate." 

Word  is  that  Echelon  helped  snare 
terrorist  Carlos  the  Jackal  in  1994  and 
Colombian  drug  trafficker  Pablo  Esco- 
bar in  1993,  both  traced  by  phone  calls. 

The  NSA,  based  in  Fort  Meade, 
Md.,  refuses  to  confirm  the  existence 
of  Echelon  or  any  "alleged  intelligence 
system."  It  was  born  out  of  a  1947  pact 
among  the  U.S.,  the  U.K.,  Australia, 
Canada  and  New  Zealand.  Its  existence 
wasn't  known  to  the  public  until  1988. 
The  European  Parliament  ordered  an 
investigation  into  Echelon  in  1997 
after  the  U.S.  was  accused  of  using  its 
intelligence  capabilities  to  steal  inter- 
national trade  secrets.  According  to  the 
Parliament's  report,  released  in  July, 


the  U.S.  was  cleared  of  wrongdoing. 

For  U.S.  officials,  the  challenge  is 
to  ensure  Echelon  isn't  outrun  by 
ever-faster  chips  and  fiber  optics.  Im- 
pregnably  complex  software  encryp- 
tion can  cloak  transmissions  (see 
story,  right).  Unlike  copper  wires, 
which  can  be  spliced,  fiber-optic  net- 
works are  difficult  to  snoop  on,  be- 
cause a  physical  tap  into  glass  strands 
would  do  irreparable  harm  to  the  data 
riding  fragile  wavelengths  of  light. 

Some  things  the  NSA  can  do  in- 
clude striking  deals  with  owners  of 
fiber  and  cellular  networks  to  get  ac- 
cess to  key  control  points.  Priorities 
must  be  rearranged  to  tighten  the  net 
around  terrorists.  "They  need  to  focus 
on  real  national  security,  not  the  trade 
negotiators,  not  the  drug  dealers," 
says  Wayne  Madsen,  a  Washington, 
D.C. -based  intelligence  expert.  The 
NSA  had  better  be  putting  their  best 
people  on  the  job.  F 


WE  HACK  YOI 

Government  snoops 
emulate  cybervandal 


BY  VICTORIA  MURPHY 

GET  READY  FOR  AN  ENTIRELY  NE 
kind  of  computer  bug.  Read 
available  encryption  softwa 
easily  turns  e-mails  and  instant  m< 
sages  into  strands  of  gobbledygo 
that  can  thwart  even  the  pros  at  t] 
National  Security  Agency.  So  ager 
for  a  time  will  have  to  resort  to  hacki 
like  methods.  Bugging  a  computer 
the  FBI,  in  a  1999  investigation,  list 
in  on  a  Mafia  suspect.  The  FBI  woi 
reveal  how  it  did  it,  but  defen 
lawyers  suspect  it  was  able  to  inst 
software  to  capture  each  keystrol 
Two  years  ago,  cybervandals  spre 
the  Back  Orifice  virus  that  let  remc 
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loops  view  a  PC's  activity.  "If  these 
ds  can  do  it,  then  you'd  better  be- 
rve  the  NSA  and  FBI  have  something 
^en  better,"  says  Mark  Rasch,  a  for- 
er  Justice  Department  prosecutor  of 
bercriminals. 

Another  countermove:  Pass  a  pro- 
am  through  a  firewall  that  swipes  the 
:y  to  a  terrorist's  encryption  scheme. 

like  to  believe  [NSA  agents]  don't 
iive  all  their  eggs  in  one  basket.  I 
'ouldn't  be  comfortable  being  a  U.S. 
ttizen  if  they  were  relying  only  on 
ide-breaking,"  says  Edward  Scheidt,  a 
)-year  veteran  of  the  CIA,  who  headed 
;  Cryptographic  Center. 

Cracking  code  has  never  seemed 
ore  insurmountable.  Before  the  Pen- 
!gon  and  World  Trade  Center  as- 
ults,  suspected  hijackers  were  be- 
jved  to  be  swapping  e-mails  via 
)pular  services  such  as  America  On- 
le,  which  says  it  is  cooperating  with 
wernment  investigators.  Reportedly, 


BY  THE  NUMBERS 


Global  Babble 

Fast  chips  have  made  code-cracking, 
never  easy,  now  nearly  impossible. 


4  trillion  e-mails  sent  in  2000. 


656  million  instant  messages 

sent  per  day  on  AOL. 


4,000  years  to  crack  128-bit 

encryption  using  every  computer 
in  the  U.S. 


I  Sources:  Gartner  Group,  AOL 

online  messages  retrieved  so  far  were, 
surprisingly,  unencrypted,  but  the  FBI 
suspects  that  Osama  bin  Laden's  Al 
Qaeda  terrorist  network  has  used  en- 
cryption before. 

Earlier  encryption  schemes  were 
more  penetrable  because  they  were  de- 
signed for  keys  32  bits  in  length.  But 
today's  encryption  standard  is  an  im- 
pregnable mathematical  fortress  built 


on  128-bit  keys.  Cracking  it  would  take 
2-to-the-128th-power  calculations,  or 
all  the  computer  power  in  the  U.S. 
running  for  thousands  of  years.  A  se- 
cretive citizen  can  get  128-bit  crypto 
for  $113  in  products  like  Pretty  Good 
Privacy's  PGPmail. 

"Academic  cryptographers  can 
produce  algorithms  that  are  out  of 
reach  of  the  NSA,"  says  Philip  Zimmer- 
mann,  PGP's  founder,  who  left  in  Janu- 
ary and  now  develops  encryption  for 
wireless  phones.  In  a  break  with  the 
past,  NSA  employees  now  openly  at- 
tend industry  conferences. 

For  now,  a  scant  0.5%  of  the  billions 
of  e-mails  sent  every  day  are  encrypted. 
Simply  sending  a  secret  message  could 
be  a  tip-off  to  authorities.  Since  the  at- 
tack, a  bill  has  been  introduced  in  Con- 
gress that  would  ease  restrictions  on 
tapping  e-mail  accounts.  Talk  of  a  ban 
on  strong  encryption  has  resurfaced  as 
well,  but  it  comes  too  late.  F 
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WESEEYQU 


New  spy  planes  track  targets 
on  the  run,  from  on  high. 

BY  JONATHAN  FAHEY 

FROM  THE  SAFETY  OF  THE  STRATO- 
sphere,  U.S.  intelligence  produces 
remarkably  detailed  still  images  of 
runways,  power  stations  and  other 
fixed  targets.  These  offer  only  frozen 
snapshots,  however;  finding  moving 
targets  is  far  more  difficult.  In  1991, 
during  Desert  Storm,  the  U.S.  knew 
everything  about  the  Iraqis'  mobile 
SCUD  launchers — except  where  they 
were  at  any  given  moment.  Hundreds 
of  hours  of  searching  with  the  mili- 
tary's best  surveillance  equipment 
failed  to  turn  up  even  one. 

Our  eyes  have  gotten  much  sharper 
since  then.  Recent  advances  in  radar  tech- 
nology, and  a  new  unmanned  air  vehicle 
that  can  spot  camouflage  on  a  truck  and 
track  the  vehicle  from  10  miles  high,  may 
arrive  in  time  to  help  retaliate  against  the 
Sept.  1 1  terrorist  attacks. 

While  some  government  satellites 
can  take  a  sharp  picture  of  a  guerrilla's 
tent  or  capture  a  cell  phone  call,  they 
won't  know  if  the  tent  has  moved  400 
yards  in  the  past  several  hours  or  from 
where  the  cell  phone  call  originated. 
Military  strikes  demand  fast  and  rapidly 
updated  information. 

Into  that  gap  fly  spy  planes.  The  latest 
is  the  Air  Force's  Global  Hawk,  a  $47  mil- 
lion unmanned  air  vehicle  made  by 
Northrop  Grumman.  The  $2.3  billion 
program  isn't  scheduled  for  full  produc- 
tion until  2003,  but  the  new  planes  are 
usable  in  a  pinch.  Four  exist  and  two 
more  will  be  built  in  the  next  six  months. 

The  plane,  with  the  wingspan  of  a 
737,  flies  pilotlessly  at  65,000  feet — out  of 
range  of  all  but  the  best  surface-to-air 
missiles.  It  can  stay  aloft  for  more  than  24 
hours  on  a  tank  of  fuel,  gathering  photo- 
quality  images  of  moving  targets  and 
beaming  them  to  bombers  and  com- 
manders, rain  or  shine,  day  or  night. 


Global  Hawk  can  pick 
out  objects  as  small  as  a 
truck  with  its  synthetic  aper- 
ture radar,  which  uses  the 
plane's  own  flight  path  to 
simulate  the  curve  of  a  radar 
dish  several  hundred  meters 
long.  By  comparing  regular  radar  pings 
with  infrared  digital  optics,  Global 
Hawk's  images  show  details  like  whether 
a  truck  has  camouflage  paint.  A  radar 
enhancement  called  a  moving-target  in- 
dicator shows  which  way  it  is  moving 
and  how  fast. 

Global  Hawk's  smaller  cousin  is  the 
Predator,  made  by  a  former  General  Dy- 
namics unit,  General  Atomics  Aeronau- 
tical Systems.  The  unmanned  air  vehi- 
cle, cheaper  than  the  Hawk  at  $3 
million,  flies  at  about  15,000  feet.  It's  far 
more  vulnerable  to  antiaircraft  fire  and 
can't  communicate  images  directly  to 
pilots,  but  Predator  can  send  back  real- 
time motion  video  to  commanders.  The 
Air  Force's  fleet  of  75  Predators  will 
likely  be  the  first  to  carry  ground-pene- 
trating radar  so  new  it  has  yet  to  be  in- 


cluded on  any  equipment.  With 
Predator  can  spot  buried  land  mint 
even  newer  plastic  versions  that  elu 
other  radar,  a  necessity  in  a  mine-ri 
died  place  like  Afghanistan. 

Manned  aircraft  will  still  be  fro 
and  center,  including  the  Navy's  EP-: 
the  one  forced  down  in  China  earli 
this  year,  and  the  Air  Force's  Rivet  Joii 
Both  snag  radio  communication,  pho 
calls  and  emissions  from  air  defen 
weapons  and  pinpoint  their  origins.  T 
latest  U-2  flies  at  up  to  90,000  feet  ai 
uses  classified  camera  technology 
photograph  targets.  A  relatively  n< 
plane,  the  joint  Air  Force-Army  en 
called  JStars,  a  modified  Boeing  7C 
tracks  moving  targets  on  the  groui 
with  radar  similar  to  Global  Hawk's. 

For  all  the  military's  new  gadgel 
though,  defense  experts  say  finding  ca> 
dwelling  terrorists  will  require  some  lc 
technology.  "We're  going  to  have  to  usJ 
lot  of  surveillance  on  the  ground:  eyebc 
and  binoculars,"  says  Glenn  Buchan 
senior  military  analyst  at  Rand.  "A: 
that's  going  to  be  dangerous." 


Flying  pilotlessly,  Global  Hawk  spies 
on  moving  targets  from  65,000  feet. 
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The  need  for  real  airport  security  is  a  given.  Here's  how  we  get  there. 


BY  DANIEL  LYONS 

AND  WILLIAM  P.  BARRETT 

TECHNOLOGISTS  WORKING  ON 
next-generation  airport  secu- 
rity are  dreaming  up  some 
pretty  amazing  devices,  in- 
cluding radar  that  can  spot  a 
plastic  weapon  stashed  under  a  passen- 
ger's shirt  and  sniffers  so  sensitive  they 
can  detect  a  few  billionths  of  a  gram  of 
explosives  left  as  residue  on  a  person's 
skin  or  clothing. 


Little  of  this  technology  has  reached 
airports,  and  most  of  it  has  yet  to  be 
field-tested.  In  the  week  after  the  attack, 
Congress  earmarked  $3  billion  for  air- 
port and  airline  security  out  of  its  $40 
billion  disaster-relief  package.  It's  a 
huge  windfall:  Since  1997  the  Federal 
Aviation  Administration  has  spent  only 
$100  million  a  year  on  advanced  secu- 
rity systems  for  airports,  supplement- 
ing the  ordinary  X-ray  machines  and 
metal  detectors  the  airlines  provide. 


AIRPORT  OF  THE  FUTURE 


HANDHELD  RADAR 
SCANNER 
Detects  nonmetal 
objects  such  as  plastic 
knives  or  explosives. 
Same  technology  used 
to  spot  land  mines. 


SENTINEL 
Forced  air 
knocks  loose 
particles  from 
clothing  and 
pushes  them 
down  through 
intake  valve. 


A  filter  sifts 
out  minute 
particles 
from  the  air 
flow.  They 
pass  into 
a  chemical 
analyzer. 


New  technology  can  do  only 
much.  "We  have  security  compani 
hiring  minimum-wage  workers  to  o' 
erate  X-ray  machines  at  airports,"  sa 
David  Fine,  chief  executive  at  CyTer 
Corp.,  a  Waltham,  Mass.  developer 
of  security  equipment.  "It's 
like  giving  someone 
one  day's  training 
and  then  letting 
them  be  a  radiolo- 
gist. This  is  going 


The  analyzer 
can  detect  a 
few  billionths 
of  a  gram  of 
explosive 
compounds. 
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have  to  change." 

Fine's  firm  is  working  on  the  first 
mmercially  available  handheld  device 
th  ground-penetrating  radar  used  for 
reening  passengers;  he  hopes  to  have 
ready  in  five  months  and  will  price  it 
$4,000  to  $8,000.  CyTerra  developed 
e  technology  for  the  U.S.  military  to 
id  buried  land  mines,  but  it  can  also 
tect  items  made  of  wood,  plastic  or 
bber,  hidden  under  clothing. 
With  a  partner  company  in  Israel, 
y Terra  is  developing  an  improved 
bomb-sniffer  called  the  Discov- 
ery  machine.  Current  snif- 
fers  such  as  EGIS  and 
IonScan  require  an 
agent  to  swipe  the 
outside  of  luggage 
and  run  the  swatch 


through  a  chemical  analyzer.  This  is 
done  only  intermittently  and  doesn't 
detect  explosive  material  inside  bags. 

The  Discovery  sniffs  several  bags  at  a 
time,  jostling  them  gently  in  a  pressur- 
ized chamber  to  shake  loose  and  analyze 
traces  of  explosive  chemicals  that  an 
agent  might  miss.  A  prototype  of  Dis- 
covery, developed  by  Ray  Inc.  in  Tel  Aviv, 
was  used  at  Ben  Gurion  airport  from 
1999  through  2000  to  analyze  cargo  pal- 
lets. The  government  of  Israel  was  satis- 
fied enough  with  the  results  to  request 
funds  to  buy  more.  CyTerra  and  Ray  are 
developing  a  smaller  version  that  can 
handle  checked  luggage  and  carry-ons. 

Fine  founded  CyTerra  last  year  after 
working  for  28  years  in  research  at 
Thermo  Electron,  a  $2.3  billion  instru- 
mentation company  in  Waltham,  Mass. 


He  led  development  of  the  EGIS  bomb- 
detection  machines  used  in  airports  in 
26  countries,  including  the  U.S. 

New  machines  are  needed  to  do  to 
passengers  what  Discovery  does  to  bag- 
gage. Barringer  Instruments,  a  Warren, 
N.J.-based  unit  of  Smiths  Group  Pic, 
the  British  aerospace  and  defense  firm, 
plans  to  test  a  new  walk-through  detec- 
tor at  U.S.  airports  in  a  few  months. 
Called  the  Sentinel,  it  blows  air  down 
onto  a  passenger  as  he  enters  an  arch- 
way. The  jets  knock  loose  trace 
amounts  of  explosives  from  clothing 
and  trap  them  in  a  filter  for  chemical 
analysis.  In  less  than  10  seconds  it  can 
detect  a  few  billionths  of  a  gram  of  ex- 
plosive material.  The  $125,000  device 
relies  on  air  concentration  technology 
developed  by  the  Sandia  National  Lab- 
oratories in  Albuquerque,  N.M. 

Sandia,  operated  by  Lockheed  Mar- 
tin for  the  U.S.  Department  of  Energy, 
has  other  tricks  up  its  sleeve.  Sandia  is 
working  on  the  Hound,  which  has  a  6- 
inch-square  miniature  sniffer  that 
weighs  8  pounds  and  can  be  built  for 
$5,000  each.  Inside  is  a  1 -millimeter- 
square  hot  plate  that  burns  air  particles 
instantly,  leaving  material  in  a  concen- 
trated form  large  enough  to  analyze. 
Dennis  S.  Miyoshi,  the  head  of  Sandia's 
Security  Systems  &  Technology  Center, 
likens  it  to  boiling  away  a  pot  of  lemon- 
ade, leaving  only  the  sugar. 

The  Hound's  compactness  would 
make  it  especially  useful  at  the  still- 
smoldering  scene  of  a  terrorist  attack, 
where  quick  chemical  identification 
may  be  crucial.  Sandia  is  looking  for  a 
private-sector  partner  to  license  the 
technology  and  spread  its  use  to  court- 
houses and  office  buildings. 

These  machines  and  others  still  to 
be  invented  will  find  their  way  to  mar- 
ket over  the  next  few  years.  "There's  no 
single  solution,"  says  Kenneth  Wood, 
Barringer's  president.  "Airports  must 
implement  a  system  of  technologies, 
an  architecture  of  complementing 
technologies."  But  even  the  best  ma- 
chine is  only  as  good  as  the  person 
operating  it.  F 


sCOVERY 
/eral  bags  are 
Med  at  once  in 
pressurized 
limber  to  free 
rtraces  of 
ulosives  that 
mts  may  miss. 


SAFETY  NET 

Sophisticated  security  systems  have  been 
around  for  years,  but  U.S.  airports  have  been 
too  cheap  to  buy  them.  In  1992  Thermo  Electron 
quickly  won  customers  in  Britain,  Germany  and 
Israel  for  its  EGIS  3000  bomb-sniffer, 
despite  a  price  tag  of  $190,000.  The  U.S. 
dragged  its  feet.  Even  today  fewer  than  five  U.S. 
airports  use  EGIS.  Now  priorities  have  changed. 
The  Federal  Aviation  Administration,  which 
helps  airlines  buy  new  equipment,  has  begun 
issuing  grants  to  manufacturers  to  help  develop 
new  products.  Here  are  some  promising  devices 
to  help  police  U.S.  skies.  CyTerra's  handheld 
scanner  uses  ground-penetrating  radar  to  spot 
plastic  weapons  that  metal  detectors  would 
miss.  CyTerra's  Discovery  and  Barringer's 
Sentinel  automate  the  bomb-sniffing  process 
now  all  too  prone  to  human  error.  Sandia  Na- 
tional Labs  is  currently  shrinking  an  explosives 
detector  down  to  a  microchip.  —D.L.  and  W.P.B. 
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LIFE  DURING  WARTIME    FIGHTING. BACK 


LAND  OF  THE  FREE 

Repeal  the  Bill  of  Rights?  Authorities  already 
have  a  lot  of  legal  tools  to  fight  terrorism. 

BY  BRIGID  MCMENAMIN 

AN  ABC-  WASHINGTON  POST  POLL  TAKEN  THE  DAY 
after  Sept.  1 1  found  that  two  out  of  three  Ameri- 
cans are  willing  to  surrender  civil  liberties  to  stop 
terrorism.  Does  that  mean  we  need  to  pass  laws  that 
effectively  repeal  large  chunks  of  the  Bill  of  Rights? 
Scarcely.  To  a  degree  that  few  Americans,  and  even  some 
lawyers,  realize,  federal  law  japanese-Americans  on  their  way  to 
as  it  stands  now  gives  enor-   World  War  II  relocation  camps,  1942. 
mous  leeway  to  the  govern- 
ment in  combating  would- 
be  mass  murderers. 

The  obvious  target  for 
the  antiliberties  crowd  is  the 
Fourth  Amendment  prohi- 
bition against  unreasonable 
or  warrantless  searches, 
which  covers  everything 
from  a  pat-down  to  a  wire- 
tap on  a  computer.  A  deci- 
sion in  June  by  the  Supreme 
Court    reaffirmed  the 

amendment's  power  by  striking  down  evidence  gleaned  from 
a  thermal  image  of  a  house.  Even  though  the  police  did  not 
intrude  on  the  homeowner,  said  the  5-4  majority,  they  should 
have  had  a  warrant. 

Yet  there  is  still  enormous  room  for  crime  fighting.  Here 
are  some  of  the  exceptions  that  make  the  Bill  of  Rights  less  of 
an  impediment  than  the  police  would  have  you  believe: 

Private  action.  The  Constitution  limits  the  government, 
not  businesses  or  private  citizens.  It  doesn't  stop  a  sports  sta- 
dium from  comparing  the  fans'  faces  against  images  in  a  data- 
base, or  an  airline  from  cross-examining  groups  of  foreigners 
who  buy  $4,500  tickets  using  the  same  phone  number. 

No  expectation  of  privacy.  Courts  agree  that  we  can't  ex- 
pect much  privacy  in  airports.  If  you  want  to  board  a  plane, 
you  have  to  accept  having  someone  rifle  through  your  lug- 
gage. Most  of  us  already  accept  that  police  can  lawfully  mon- 
itor our  Web  surfing  with  a  court  order. 

Easy  warrants.  Investigators  can,  in  the  space  of  a  half  hour, 
get  warrants  to  tap  phones  or  search  homes — or  do  without 
the  warrant  altogether  in  a  genuine  emergency.  Nor  do  they 
need  much  evidence  that  a  wiretap  target  is  a  criminal.  The 
secret  court  created  by  the  Foreign  Intelligence  Surveillance 
Act  of  1978  to  handle  terrorist  cases  is  a  rubber  stamp.  "They've 
never  turned  down  a  wiretap,"  says  Peter  Swire,  an  Ohio  State 


law  professor  and  former  Clinton  /| 
ministration  privacy  adviser. 

Judges  tend  to  be  sympathetic  to 
police.  Until  the  Supreme  Court  del 
sion,  many  were  giving  carte  blanchel 
thermal  imaging  without  a  warrant. 
Pen  registers.  These  record  w 
numbers  a  suspect  calls  or  receives  but  not  his  conversatiol 
A  1979  Supreme  Court  decision  decreed  that  the  cops  do| 
need  a  warrant  to  capture  phone-number  information. 

Noncitizens.  The  Bill  of  Rights  ends  at  the  border.  It  dt 
not  stop  Congress  from  being  arbitrary  in  picking  the  coil 
tries  that  can  send  us  immigrants,  or  the  Immigration! 
Naturalization  Service  from  excluding  suspected  terrori: 
Nor  does  the  Constitution  say  anything  about  the  legality 
assassinating  enemies  abroad;  that's  limited  at  the  mom  j 
only  by  executive  order.  Without  needing  any  new  legisl 
tion,  Attorney  General  John  Ashcroft  changed  a  policy  scl 
to  permit  INS  agents  to  hold  noncitizens  for  up  to  48  hoil 
or  even  longer  in  emergencies,  before  deciding  whether| 
charge  them  with  any  crime. 

So  what  more  does  the  FBI  want?  More  freedom  to  mcl 
itor  private  phone  calls  and  e-mails  without  a  court  orc| 
Two  nights  after  the  attack  the  Senate  whisked  through 
Combating  Terrorism  Act  of  2001.  It  would  permit  fedcl 
prosecutors  to  approve  emergency  wiretaps  under  aim  I 
any  circumstances  arguably  involving  an  attack  on  compul 
or  national  security.  The  evidence  would  be  admissible  el 

if  a  judge  later  decided  it  \l 


BY  THE  NUMBERS 


Law  enforcement  officials 
want  more  surveillance 
powers.  Bui  judges  already 
give  them  wide  latitude. 


>UUU'r  Requests  for 
wiretap  orders  since  1968. 

8  Requests  denied.1 


10,000+ 


not  legally  obtained.  Otl 
provisions  would  let  pol 
trace  e-mail  and  Web  ; 
dresses  surfed,  with  onl 
rubber  stamp  by  a  judge,  i 
a  search  warrant.  Ashcrof 
also  lobbying  for  the  po\ 
to  have  the  FBI,  working  fn 
one  sweeping  warrant,  i 
roving  wiretaps  that  woi 
follow  a  target  to  each  phc 
or  computer  he  used. 

Pass  in  haste,  rep< 
for  years.  Think  of  the  Ja; 
nese-American  internm* 
camps.  And  two  decades  i 
it  wasn't  terrorists  but  drug  smugglers  who  threatened  us 
the  mid-1980s  Congress  enacted  laws  that  allow  federal  age 
to  seize  assets  on  the  mere  assertion  that  they  may  be  tools 
fruits  of  crime.  Since  then,  says  Roger  Pilon  of  the  Cato  In. 
tute,  thousands  of  innocent  Americans  have  been  strippec 
their  houses,  cars  and  other  property  without  any  proof  t 
anyone  has  done  anything  wrong.  Asset  seizures  turned  ii 
a  revenue-raising  device  for  the  police. 


U,UUUT  Requests 
for  secret  terrorism  and 
security-related  wiretaps. 

Requests  denied. 


i  Center. 
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WHEN   WAS    THE    LAST   TIME  YOU 


HEARD    SOMEONE    SAY  "TRUST  ME 


AND    YOU    ACTUALLY  DID? 


INTEGRITY.    THAT'S    A    GOOD  POLICY. 


There  are  some  things  in  life  that  can  only  be  earned.  Some  things  that  can  only  be  felt  by  looking  in 
someone's  eyes.  Since  1912,  we  at  Kemper  Insurance  have  been  honoring  our  commitments,  day  by  day, 

claim  by  claim.  It  is  with  a  great  sense  of  responsibility  that  we  offer  protection  for  those  things  most 
valuable  to  you,  whether  it's  your  business,  auto  or  home.  And  with  every  customer  we  serve  comes  the 
belief  that  the  other  asset  we  must  preserve  is  our  word.  For  more,  call  your  independent  Kemper 
Insurance  agent  or  broker,  visit  us  at  www.kemperinsurance.com  or  call  toll  free  1-866-2KEMPER. 


(CKemp 

Insurance  ( 


er 

Companies 


The  policies  that  matter" 


LIFE  DURING  WARTIME 


OPING 


In  the  face  of  a  weak 
economy  and  a 
protracted  war,  it's 
awfully  tempting  to 
tear  up  a  business 
contract. 


DAMAGE 


BY  MICHAEL  FREEDMAN 
AND  DANIEL  KRUGER 

IX  DAYS  AFTER  THE  TERRORIST 
attack  on  the  U.S.  Warren 
Buffett's  Berkshire  Hathaway 
terminated  an  offer  to  pur- 
chase up  to  $500  million  of 
Finova  Group's  7.5%  senior  secured 
notes.  Unfair?  Maybe,  but  Berkshire  was 
on  solid  legal  ground.  The  offer  included 
a  clause  that  gave  Berkshire  an  out  in  the 
event  of  "war  or  armed  hostilities"  that 
involved  the  U.S.  even  indirectly.  Finova 
had  little  choice  but  to  accede. 

Berkshire  was  smart,  or  maybe  lucky. 
But  in  the  coming  months  of  war  and 
bad  economic  times  it  won't  be  the  only 
company  that  will  try  to  wiggle  out  of 
contractual  obligations.  After  all,  lawyers 
will  argue,  this  isn't  business  as  usual. 
Want  to  break  a  lease  because  you  fear  a 
terror  attack  at  your  skyscraper  building? 
Terminate  a  takeover  deal  because  the 
stock  price  is  dropping?  Ignore  a 
union  contract  during  layoffs? 

Go  ahead  and  try.  But  unless 
your  company  was  directly  affected 
by  the  attack  or  had  a  clear-cut  pro- 
vision like  Berkshire's,  chances  are 
the  courts  will  stop  you.  The  law 
basically  says  that  you  must 
do  everything  you  can  to 
fulfill  a  contract,  unless  it  is 
all  but  physically  impossible 
to  do  so.  Of  course,  the  many 
nuances  of  contract  law  should  keep 
attorneys  busy  for  years.  "Unfortunately, 
there  will  be  litigation,  whether  it's  mer- 
itorious or  not,"  says  James  Salzman,  a 
law  professor  at  American  University. 


Real  estate  leases  are  relath 
straightforward.  The  typical  New  \ 
City  lease  requires  a  landlord  to  repe 
building  that  is  damaged  but  not 
stroyed.  If  the  building  is  beyond  rep 
either  party  can  terminate  the  lease.  _ 
ready,  at  least  one  landlord  of  a  dama  I 
lower  Broadway  building,  afraid  of  lo;- 
tenants,  has  told  them  he  can  repair 
building  in  eight  weeks.  If  it  takes  a 
longer,  tenants  may  have  grounds  to  w 
away  from  their  leases,  says  real  esl 
lawyer  Douglas  Danzig. 

Lawyers  are  already  speculating  t 
some  companies  will  attempt  to  use 
attack  as  an  excuse  to  back  out  of  me 
ers  or  other  business  deals.  The  likel 
industries:  aerospace,  airline,  hospita 
and  media.  Their  profits  have  crate 
since  the  attack. 

A  typical  merger  contract  allows 
ther  party  to  walk  away  in  the  case 
a  "material  adverse  change."  Wh 
material?  Say  you  have  a  pending  dea 
buy  a  hotel  next  to  Reagan  Washing 
National  Airport.  Does  the  closing  of 
airport  give  you  an  out?  Maybe. 

But  other  companies  whose  stocl 
business  has  declined  simply  because 
the  weak  economy  would  have  a  toi 
time  walking  away  from  a  deal.  C 
telling  ruling:  A  Delaware  court  ear 
this  year  told  Tyson  Foods  it  had  to  d 
ceed  with  its  acquisition  of  IBP,  despi 
short-term  decline  in  earnings  at 
beef-and-pork  processor. 

Nor  can  a  contractor  tear  up  a  sig: 
document  merely  because  it's  difficul 
unprofitable  to  meet  the  terms.  Dur 
the  1956  Suez  Canal  crisis  shipping  cc 
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inies  tried  to  be  relieved  of  their  oblig- 
lions.  Courts  refused,  saying  a  contract 
,a  contract,  even  though  it  meant  ship- 
brs  would  have  to  make  the  lengthy 
lurney  around  Africa's  Cape  of  Good 
ope.  And  again  in  the  1980s  a  court  re- 
sed  to  allow  International  Harvester  to 
imp  franchise  contracts  merely  because 
!  their  cost. 

I  Absent  precise  language  in  a  contract 
elling  out  contingencies,  courts  use 
ch  doctrines  as  force  majeure  to  decide 
tether  the  contract  is  still  valid.  This 

:  mmon  law  concept  relieves  a  party 
)m  fulfilling  a  contract  if  unforeseen 
cumstances  make  it  impossible  to  do 

1  Royal  Caribbean,  the  cruise-line 
mpany,  announced  a  week  after  the  at- 
:k  that  its  Nordic  Empress  ship  could 


no  longer  depart  from  New  York  because 
authorities  had  taken  control  of  the  port. 
For  the  rest  of  the  season  she  will  set  sail 
from  Philadelphia  instead.  The  company 
will  have  no  obligation  to  pay  its  New 
York  port  fees. 

Sometimes  the  superior  force  at 
work  is  the  government.  In  the  1980s 
Westinghouse  had  a  contract  with 
Florida  Power  &  Light  to  remove  spent 
nuclear  fuel,  which  it  planned  to  re- 
process into  plutonium.  When  federal 
environmental  laws  got  in  Westing- 
house's  way,  the  company  walked  away 
from  the  contract.  FP&L  sued,  but  a  court 
let  Westinghouse  off  the  hook,  saying  it 
was  all  but  impossible  for  the  company 
to  reprocess  the  fuel  as  planned,  accord- 
ing to  Alan  Swan,  a  University  of 
Miami  law  professor. 

Courts  have  also  ruled  that 
act-of-war  clauses  do  not  apply 
where  risk  can  be  foreseen  when  the  con- 
tract was  signed.  During  the  Suez  Canal 
crisis,  the  Vietnam  War  and  again  dur- 
ing the  1970s  oil  embargo,  courts  held 
that  commodities  brokers  could  not  bail 
out  of  futures  contracts.  That  volatile 
market,  courts  said,  was  inherently  risky 
and  the  contracts  implied  as  much. 

In  the  most  trying  of  times,  the  U.S. 
government  has  attempted  to  temporar- 
ily relieve  parties  of  contractual  duties — 
like  gold-payment  clauses  invalidated  in 
the  Depression.  (States  are  forbidden  by 
the  Constitution  to  impair  contracts,  but 
during  the  Depression  many  tried  to  do 
so  anyway,  with  laws  temporarily  sus- 
pending farm  foreclosures.  The  Supreme 
Court  upheld  the  laws'  validity  in  1934.) 
The  Securities  &  Exchange  Commission 
has  already  relaxed  some  rules. 

Sometimes  a  unity  of  purpose  pre- 
vails. In  the  days  after  the  attack,  trade 
associations  for  the  bond  and  derivatives 
markets  fielded  calls  from  traders  who 
needed  to  know  how  to  settle  contracts 
due  to  close  on  days  the  market  was  not 
in  session.  All  agreed  to  push  them  for- 
ward to  the  next  trading  day.  Some  in- 
vestors obviously  took  a  hit,  but  the  de- 
cision-making seems  to  have  quashed  the 
prospect  of  litigation.  W 


A  TERRIBLE 

EXCUSE? 

SINCE  THE  TERRORISTS  WILL,  NO 
question,  crimp  profits  for  many 
companies,  it  will  be  mighty 
tempting  to  blame  them  for  every- 
thing. But  here's  why  the  excuse  will 
go  only  so  far. 

FORD  MOTOR  CO. 
Announced:  Third-quarter  earn- 
ings won't  meet  Wall  Street  ex- 
pectations of  10  cents  a  share. 
Wait  a  Minute:  If  the  terror  attack  hurt 
Ford's  quarter,  you'd  expect  it  to  hurt  the 
competition,  too.  Instead,  rival  GM  an- 
nounced it  would  make  its  3Q  numbers. 

AIRLINE  INDUSTRY 

Announced:     More  than 
100,000  layoffs,  led  by  Con- 
tinental, which  announced 
12,000  layoffs  four  days  after  the  attacks. 
Wait  a  Minute:  The  airline  industry  was  in 
trouble  before  Sept.  II,  but  the  dramatic 
layoffs  put  pressure  on  Congress  for  tax- 
payer bailout. 

BOEING 

Announced:  It  will  lay  off  20,000 
to  30,000  workers,  mostly  in  its 
commercial  aircraft  unit,  by  the 
end  of  2002. 

Wait  a  Minute:  Isn't  this  the  same  company 
that's  been  telling  Wall  Street  that  it  could 
weather  a  downturn  because  it  had 
diversified  into  military,  air  services  and 
satellites? 

EASTMAN  KODAK 

Announced:  Third-quarter 
earnings  will  come  in  at  least 
28%  lower  than  expected;  lay- 
offs are  "inevitable." 
Wait  a  Minute:  Revenue  has  been  declining 
the  past  three  quarters.  Kodak  conceded 
that  pricing  pressures  in  its  health-imaging 
business  would  also  reduce  results. 

VIACOM 

Announced:  Will  miss  full-year 
earnings  estimates  because  of  ad 
revenues  lost  after  the  attack 
and  higher  news-gathering  costs. 
Wait  a  Minute:  The  advertising  slump  for 
the  owner  of  CBS,  MTV  and  UPN  got  under 
way  in  the  summer.       — Robyn  Meredith 
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LIFE  DURING  WARTIME  COPING 


RISKY  BUSINESS 


Soon,  standard  insurance  won't  cover 
terrorism.  Separate  policies  will  cost  a  lot. 


BY  CARRIE  COOLIDGE 

INSURANCE  PROVIDERS  ARE  ON  THE 
hook  for  maybe  $30  billion  for 
Sept.  11,  eclipsing  the  previous 
record,  $19  billion  (adjusted  for  in- 
flation) in  claims  from  Hurricane 
Andrew  in  1992.  Even  though  the  cata- 
strophe puts  an  enormous  strain  on  the 
industry,  the  insurers  aren't  about  to 
risk  public  wrath  by  weaseling  out, 
using  "act  of  war"  exclusions. 

What  will  happen  in  the  future, 
though?  Expect  insurers  to  exclude  ter- 
rorism from  new  property-casualty  poli- 
cies or  those  up  for  renewal.  Customers 
then  will  be  forced  to  buy  separate  cov- 
erage that  likely  will  cost  a  bundle. 

While  insurers  don't  want  to  discuss 
what  they  will  do  next,  industry  experts 
think  they  will  have  little  choice.  "Be- 
cause of  the  catastrophic  potential,  it 
doesn't  make  sense  for  them  to  try  to 
offer  coverage"  in  blanket  property-ca- 
sualty policies,  says  Harold  D.  Skipper 
Jr.,  professor  of  risk  management  and 
insurance  at  Georgia  State  University. 

For  a  possible  preview,  look  at  Great 
Britain,  where  the  business  community 
has  long  been  targeted  by  the  Irish  Re- 
publican Army.  After  a  rash  of  bombings 
in  the  early  1990s,  global  reinsurers 
(which  insure  insurance  firms  for  extra- 
ordinary claims  and  bear  most  of  the  fi- 
nancial loss)  like  Munich  Re  and  Swiss 
Re  refused  to  fully  cover  the  terrorist  risk 
to  commercial  property.  That  forced  the 
insurers  in  1993  to  cap  claims  for  terror- 
ist damage  at  $146,600  for  business  in- 
terruption. The  same  limit  applies  to  both 
damage  to  buildings  and  their  contents.  A 
paltry  amount  for  a  terrorist  attack. 

So  a  system  evolved  where  cus- 
tomers can  buy  additional  terrorism 
coverage  from  a  consortium  of  200 
British  insurers  called  Pool  Reinsurance. 
If  that's  exhausted,  something  that  has 
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not  yet  happened,  the  government 
would  step  in  to  make  up  the  difference. 

For  customers,  the  vexing  aspect  of 
this  is  that  they're  required  to  buy  Pool 
Re's  insurance  for  every  property  they 
own  throughout  the  land,  not  just  high- 
profile  London  structures.  If  a  customer 


BY  THE  NUMBERS 


Look  across  the  Atlantic  for  a  glimpse 
of  how  terrorism  affects  insurance. 


$146,600  The  annual  limit 

a  commercial  policy  in  Britain 
automatically  covers  for  damages 
caused  by  terrorism. 


300% 


UU/0  The  increase  of  premium 
rates  for  commercial  insurance 
since  1992  for  business  owners 
in  Central  London. 


Sources:  Knight  Frank;  Pool  Reinsurance. 


wants  to  insure  only  one  building,  sa 
the  West  End,  it  can  turn  to  a  handful 
individual  insurers  like  Hiscox,  a  Llo 
of  London  syndicate. 

Either  way,  this  stuff  is  very  exp 
sive.  Some  Central  London  busir 
owners  saw  outlays  on  property  in: 
ance  increase  fourfold  during  the  n 
1990s  when  IRA  bombings  peal- 
Rates  have  fallen  since. 

The  British  model  may  be  nee 
to  keep  businesses  from  fleeing  fin 
cial  districts  like  Wall  Street  for  lov 
risk  suburbs,  says  Jerry  S.  Rosenblo 
professor  of  insurance  and  risk  m 
agement  at  the  Wharton  School  of 
University  of  Pennsylvania.  "Ther 
no  question  that  U.S.  insurers  are  gc 
to  look  carefully  at  how  the  Europe 
have  handled  the  threat,"  says  Rol 
Hartwig,  chief  economist  at  the  In: 
ance  Information  Institute. 

Does  a  way  exist  to  provide  ter 
ism  insurance  at  low  rates?  There  i 
apparent  precedent  in  the  federally 
derwritten  program  of  flood  insura 
available  since  1968.  Premiums  an 
low  for  federal  flood  coverage — pr 
at  cost — that  few  private  insu 
bother  to  compete. 

Trouble  is,  what  keeps  rates  lc 
coverage  ceilings — and  as  the  Bri 
experience  shows,  those  wouldn't  w 
for  terrorism  insurance.  A  business 
insure  only  up  to  $500,000  for  fl« 
damage  to  a  building,  paying  a  $3, 
max  yearly  premium  or  79  cents 
every  $100  of  coverage. 

Small  wonder  the  flood  progi 
thus  far  has  been  self-sustaining,  me 
ing  it  has  paid  out  claims  fr 
premium-generated  capital.  It  can  t 
to  the  government  for  extra  funds, 
average  yearly  payout  is  just  $700  i 
lion,  a  pittance. 

Of  course,  no  one  knows  what 
rorist  strikes  lie  ahead.  Insurers  pre 
bly  can  handle  sporadic  bombings 
the  IRA  scale.  But  another  catastro 
on  the  order  of  the  World  Trade  Cei 
attacks  could  well  bankrupt  a  lot  ot  i 
surers,  if  they  don't  have  exclusion 
protect  themselves. 
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In  today's  economy,  companies  are  struggling  with  the  complexities  of  the  Net.  Trying  to  make  intranets,  extranets,  the  Internet  and 
multiple  software  platforms  work  together.  Well  now,  with  Net  services  software  from  Novell,  they  can  all  be  harnessed  as  one  Net. 
So  employees,  partners,  suppliers  and  customers  will  have  the  freedom  to  connect — securely  and  reliably.  And  companies  will  have 
the  power  to  change  their  eBusiness  as  fast  as  the  Net  economy.  Find  out  how  to  get  all  your  Nets  working  as  one  at  www.novell.com 
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LIFE  DURING  WARTIME  COPING 


WHO  GETS 
IH 


Enacting  a  relief 
package  was  easy. 
Disbursing  the  money 
will  not  be,  if  past 
FEMA  efforts  are  any 
indication. 

BY  IRA  CARNAHAN 

WITHIN  A  DAY  OF  THE  TER- 
rorist  attacks  New  York's 
Senator  Charles  Schumer 
was  predicting  that  the 
federal  government 
would  write  a  blank  check  to  rebuild  a 
devastated  New  York.  On  Sept.  14  Con- 
gress whisked  through  a  $40  billion  ap- 
propriation to  respond  to  the  crisis,  half 
of  that  intended  for  disaster  relief.  Yet 
Congress  would  be  wise  to  keep  a  close 
eye  on  how  the  nation's  checkbook  is 
used,  given  the  spotty  record  of  the  Fed- 
eral Emergency  Management  Agency, 
which  will  oversee  much  of  the  disaster 
spending. 

The  most  costly  disaster  until  now 
was  the  1994  earthquake  in  Northridge, 
Ca.  FEMA  spent  $7  billion,  some  of  it 
very  badly 

California  state  and  local  officials, 
who  knew  federal  taxpayers  were  foot- 
ing nearly  all  the  bill,  insisted  on  gold- 
plated  repairs.  For  example,  the  Los  An- 
geles County/USC  Medical  Center,  which 
could  have  been  restored  to  its  prequake 
condition  for  $24  million,  was  instead 
given  $460  million  to  build  from  scratch, 
FEMA  auditors  later  found.  The  UCLA 
Medical  Center,  which  could  have  been 
repaired  for  $10  million,  got  $430  mil- 
lion from  FEMA.  State  officials  also 
tapped  federal  temporary  relocation 
funds  for  housing  for  long  periods  while 
lobbying  for  more  money.  A  year  and  a 
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half  after  the  quake  California  State  Ui 
versity  at  Northridge  still  hadn't  repair 
any  primary  buildings,  while  pressi; 
FEMA  for  more  aid. 

Some  homeowners'  claims  were  ev 
more  questionable.  Soon  after  the  qua 
Los  Angeles  and  Ventura  counties  i 
ported  9,900  homes  destroyed,  with  a 
other  1 5, 1 00  suffering  major  damage.  1 
FEMA,  which  was  supposed  to  supp 
aid  oniy  for  "uninhabitable"  hom« 
wrote  relocation  checks  for  409,0 
households. 


FEMA  also  spent  lavishly  to  repaii 
variety  of  moneymaking  sports  faciliti 
handing  out  $88  million  to  repair  the  L 
Angeles  Coliseum  for  the  NFL's  Raidt 
and  another  $5.6  million  to  replace  t 
scoreboard  at  Edison  Field,  home 
baseball's  Anaheim  Angels.  This  came  ■ 
the  heels  of  $870,000  to  ultra-luxe  Ind- 
wells, near  Palm  Springs,  to  repair  a  g< 
course  following  a  flood. 

Of  course,  no  one  wants  crucial  i 
pairs  to  lower  Manhattan  to  be  delay 
by  unnecessary  red  tape.  The  problem 


...AND  A 
TIGHTER  TURNING 
RADIUS  THAN 

THE  FORD 
EXPEDITION? 


GET  ALL  THE  ANSWERS  AT 


w  to  get  construction  work  moving 
ickly  without  turning  FEMA  into  a  24- 
ur  congressional  ATM. 
Not  helping  here  is  that  the  federal 
vernment  has  acquired  a  reputation 
r  loose  purse  strings.  Over  the  past 
cade  the  frequency  of  federally  de- 
red  disasters  has  almost  doubled.  Ili- 
ad of  just  responding  to  true  disasters 
e  Northridge  and  the  terrorist  attacks, 
VIA  is  now  regularly  called  on  to  open 
"disaster"  wallet  for  events  that  are 
rly  predictable — such  as  repeated 
oding  in  flood-prone  areas — and  even 
3wstorms. 

A  key  reason  for  the  growth  in  disas- 
spending  is  the  way  FEMA  is  funded 
Congress.  FEMA  gets  90%  of  its 
jney  through  so-called  emergency  ap- 
opriations.  These  appropriations, 
ssed  in  the  emotionally  and  politically 


ded  aftermath  of  disasters,  are  exempt 
Sm  a  1990  budget  law  that  forces  Con- 
Iss  to  pay  for  hikes  in  spending  in  one 
&  with  cuts  in  another.  Members  of 
ngress  voting  more  money  for  FEMA 
ii't  have  to  make  the  tough  trade-offs 
y  must  with  other  spending.  In  the 
r»0s  FEMA's  annual  spending  on  disas- 
|  averaged  $260  million.  In  the  1990s 
pse  ninefold,  to  $2.3  billion. 
I  Also  working  against  any  kind  of  cost 
trol  is  the  federal  practice  of  declaring 
'r-broader  areas  disaster  zones.  "There 


have  been  times  in  California  when  the 
entire  state — every  single  county — was 
declared  a  'disaster  area'  due  to  flood- 
ing," says  Rutherford  Piatt,  a  University 
of  Massachusetts  geography  professor 
who  wrote  a  1999  study,  Disasters  and 
Democracy.  Adds  Piatt:  "Certainly  the 
flooding  was  not  universal,  but  there  was 
a  tendency  to  spread  the  benefits 
around." 

It  would  be  hard  for  the  government 
to  turn  suddenly  chintzy  now.  That 
means  the  supplicants  will  come  from 
far  and  wide.  The  city,  of  course,  should 
get  money  for  emergency  workers'  over- 
time and  for  rebuilding  its  subways.  But 
what  about  hotels,  not  just  around  New 
York  but  elsewhere,  which  are  hurting 
from  the  drop-off  in  travel? 

The  airlines  asked  for — and  are  get- 
ting— billions  of  dollars  in  federal  aid. 
Fair  enough,  for  their  losses  while  they 
were  grounded.  But  should  the  help 
package  rescue  an  industry  that  was  in 
deep  trouble  even  before  the  hijackings? 
In  which  case  federal  taxpayers  are  bail- 
ing out  airline  bondholders  and 
$300,000-a-year  pilots. 

And  it  will  hardly  end  there.  Lots  of 
downtown  Manhattan  businesses — 
whether  coffee  shops  or  window  wash- 
ers— are  devastated.  Which  ones  get 
help?  If  they  have  business  interruption 
insurance,  that  should  pay  off  first.  But 
for  those  who  didn't  take  the  precaution 
of  buying  insurance,  the  federal  piggy 
bank  will  break  open. 

Moreover,  in  a  number  of  recent  dis- 
asters Presidents  have  unilaterally  low- 
ered, from  the  standard  25%,  the  share 
of  costs  that  states  and  localities  must 
pick  up  for  rebuilding  public  facilities. 
In  Northridge  the  locals  paid  just  10%. 
And  after  Hurricane  Andrew  they  paid 
nothing.  The  President  has  already  de- 
clared there  will  be  0%  state  and  local 
contributions  for  the  World  Trade  Cen- 
ter disaster. 

A  good  case  can  be  made  that  New 
York  City  government  shouldn't  have  to 
bear  any  costs  of  fighting  a  national  war 
on  terrorism.  Still,  not  chipping  in  to  the 
construction  costs  may  make  local  deci- 
sion makers  oblivious  to  those  costs.  F 
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When  the  towers  crashed,  this  firm's  emergency  was  just  beginning. 


BY  TOMAS  KELLNER 

CANTOR  FITZGERALD  WAS 
heralded  as  a  hero  in  the  at- 
tack on  the  World  Trade  Cen- 
ter. The  bond-trading  titan 
lost  700  employees  but  was 
back  up  and  hustling  in  two  days. 

For  Cantor,  an  unsung  hero  was  a 
firm  few  people  know:  the  aptly  named 
Recall  Corp.,  which  stores  millions  of 
computer  tapes  backing  up  the  systems  of 
hundreds  of  companies.  Minutes  after  a 
second  hijacked  airliner  crashed  into  the 
second  tower,  Recall  Chief  Victor  Mendes 
canceled  a  staff  meeting  at  Adanta  head- 
quarters, allowed  everyone  to  go  home 
and  began  checking  on  the  fate  of  his 
New  York  office.  "The  next  thought  was, 
'What's  coming  next?' "  he  says. 

In  New  York,  John  Harnett,  a  top  Re- 
call salesman,  saw  the  flaming  towers 
from  his  car  as  he  crossed  the  George 
Washington  Bridge  near  the  northern 
tip  of  Manhattan.  He  called  his  office  in 


Fort  Lee,  N.J.  to  ask  a  dispatcher  to  begin 
tracking  Recall's  couriers,  some  of 
whom  were  in  the  danger  zone.  Then  he 
scanned  a  list  of  Recall's  650  New  York 
customers:  Eight  were  in  the  towers  and 
17  others  were  within  a  block  of  them. 

Following  scripted  recovery  plans, 
Harnett  ordered  Recall's  media  vaults 
to  prepare  for  a  massive  emergency 
operation.  Its  22  trucks  circle  Manhat- 
tan day  and  night,  collecting  tapes  and 
storing  them  in  its  New  York  vaults,  2  of 
17  serving  20  cities. 

The  New  York  sites  are  unmarked 
one-story  buildings,  each  one  spanning 

Workers  sifted 
through  2  million 


tapes  just  hours 
after  the  attack. 


half  the  size  of  a  football  field.  Togetl 
they  hold  2  million  tapes  with  1 
petabytes  (160  million  gigabytes) 
data,  from  confidential  client  inforn 
tion  to  transaction  records,  accov 
traffic  and  legal  briefs.  Just  to  reach  I 
vault's  reception  area,  visitors  mi 
pass  through  a  "mantrap,"  a  pair  of : 
terlocking  doors  controlled  by  guard 

As  lower  Manhattan  was  buried 
the  debris  and  din  of  the  collapsing  to 
ers,  one  of  Recall's  drivers  made  a  m 
dash  for  his  armored  Ford  van  fill 
with  clients'  tapes.  He  was  picking 
data  just  four  blocks  away  when  the  fi 
building  fell.  He  started  inching  o 
through  the  maze  of  downtown  stre> 
choked  with  ash  and  panicked  crowt 
By  noon  the  couriers  and  sales  reps 
the  area  were  accounted  for,  and  alivt 

Four  hours  after  the  attack  Rec 
staff  began  wielding  bar-code  scann« 
to  round  up  and  sequence  thousands 
tapes  from  the  2  million  in  storage,  si 
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(for  the  Whisky  Man). 


A  round  of  golf  can  be  played  in  a 
half  day,  which  is  way  too  fast- 
paced  for  a  family  like  ours. 
The  quickest  thing  we  accomplish 
takes  12  years.  It  takes  at  least 
that  long  for  our  handcrafted 
oak  casks  to  woxk  their  magic 
on"  our  single  malt,  slowly 
surrendering   their  flavor 
to    create,  our  smooth, 
superbly   balanced,  rich, 

oaky  Special  Reserve. 
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out  the  records  of  25  clients  in  the 
aster  area.  Workers  spent  the  next 
\  hours  pulling  backup  files,  cross- 
:cking  them  against  its  database  of 
ners  and  guessing  which  ones  were 
st  likely  to  have  been  destroyed, 
ne  clients  would  need  data  going 
k  a  month,  some  just  a  day. 
By  the  time  the  first  frantic  cus- 
ner  calls  came  in  on  Wednesday 
rning,  Recall  was  ready.  That  day  the 
>v  York  office  handled  its  highest  vol- 
ie  ever.  Its  drivers  pulled  12-hour 
is  to  deliver  30,000  tapes  to  Cantor 
1  the  two  dozen  other  clients  who 
I  been  based  near  Ground  Zero.  In  a 
■mal  day  Recall  handles  just  a  few 
hed  deliveries  to  clients  to  restore 
rupted  data,  charging  $2  per  tape  for 
kup  or  delivery. 

The  30,000  tapes  went  to  "hot  sites" 

selected  by  clients,  big 
( of  the  '  ° 

is:  Recall  server  sites  ready  to  take 
ii  Victor  over  any  time  a  com- 
ldes         pany's  main  facility  fails. 

,edPut      Cantor  got  its  data  on 

tor  back  ° 

usiness.     Wednesday  afternoon.  By 

Thursday  morning  the 

iker  was  back  in  business,  trading 

m  Rochelle  Park,  N.J. 

Recall  manages  information  for 

nts  around  the  globe,  ranging  from 

a  storage  and  protection  to  docu- 

nt  destruction.  Owned  by  Aus- 

lian  conglomerate  Brambles  Indus- 

is,  Recall  earned  $50  million  in 

:rating  income  (net  before  interest 

1  taxes)  on  revenue  of  $300  million 

fiscal  2001.  Its  worldwide  call  vol- 

ie  has  spiked  80%  in  the  week  since 

attack,  thanks  to  jittery  clients 

ming  simply  to  test  its  response  to 

emergency. 

The  day  after  the  towers  collapsed, 
ny  clients  in  London  wanted  such  a 
:.  Recall's  London  staff  hurriedly  re- 
ived tapes  from  a  vault  in  a  1.5- 
e-long  subterranean  bomb  shelter. 
;  tunnel,  protected  by  10-inch-thick 
it  iron  and  concrete  walls,  once 
elded  General  Eisenhower's  WWII 
idquarters  from  Nazi  V-2  rockets, 
it  a  bad  place  to  keep  precious  data 
hese  times.  F 
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REDUNDANCY  SAVES 


BY  STEPHEN  MANES 

AFTER  WITNESSING  THE  DEVASTATION  OF  A 
terrorist  attack,  hurricane  or  earthquake,  we  vow  to 
minimize  the  effects  of  future  disasters  on  our  per- 
sonal lives.  But  when  the  smoke  clears  and  the  rub- 
ble is  carted  away,  those  good  intentions  tend  to 
fade.  So  work  up  a  personal  technology  disaster  plan  now. 

Insightful  businesses  on  Wall  Street  understood  the  need 
for  redundancy,  storing  crucial  data  off-site  and  maintaining 
standby  offices.  You  probably  can't  afford  to  maintain  a  per- 
sonal standby  site,  but  you  can  make  sure  you  have  backups. 

That  applies  not  just  to  data,  but  also  to  devices  and  ser- 
vices. If  you're  forced  to  leave  home  you'll  need  to  know  user 
names  and  passwords  that  you  may  have  forgotten  thanks  to 
automatic  sign-ons.  Keep  them  in  your  wallet,  encoded  in  a 
simple  way  that  you  can  understand  but  some  thief  can't. 

Spare  notebook  computer  batteries  let  you  keep  working 
even  if  the  power  grid  fails.  Spares  for  cell  phones  let  you  stay 
connected  longer.  But  unused  batteries  can  lose  more  than 
10%  of  their  juice  per  month.  Charge  them  regularly. 

High-speed  DSL  and  cable  accounts  may  not  include  ways 
to  get  online  with  traditional  phone-based  modems.  One 
emergency  option  is  to  initiate 
dial-up  service  from  one  of  the 
providers  whose  software 
comes  with  most  computers. 

Eventually  the  phones  and 
power  will  be  restored.  But  if 
the  only  copies  of  your  personal 
data  reside  on  a  damaged  com- 
puter, even  a  costly  restoration 
service  may  not  be  able  to  help. 
Prevention  is  a  twofold  process: 
Make  a  data  backup,  and  store 
it  in  a  separate  location. 

Easier  said  than  done. 
Computers  come  with  record- 
able media  that  can  hold  only 
a  fraction  of  the  hard  drive. 
Complex  backup  programs 
force  you  to  act  like  a  librarian,  juggling  disks  or  tapes  and 
figuring  out  what's  on  them.  While  businesses  may  send  reg- 
ular backups  home  with  employees,  employees  rarely  bother 
carrying  personal  backups  to  work. 

So  I'm  a  fan  of  online  backup.  Every  night  software  auto- 
matically finds  new  or  changed  files  on  your  PC,  encrypts  them 
and  sends  them  over  the  Net  to  a  facility 
somewhere  you  don't  live.  For  belt-and- 


suspenders  redundancy,  that  facility's  data  may  be  duplies 
elsewhere. 

The  service  I  use  is  Connected  TLM,  which  lets  you  store 
to  4  gigabytes  for  a  monthly  fee  of  $15  per  machine.  I  am 
wild  about  its  software,  but  it  lets  you  restore  both  your  la 
files  and  earlier  versions — invaluable  when  the  disaste 
caused  by  your  own  stupidity.  In  a  pinch  you  can  even  retr 
files  over  the  Web  to  a  different  machine. 

The  service  works  best  over  high-speed  connections, 
using  dial-up  modems  is  not  out  of  the  question.  SkyL 
and  NovaStor  offer  similar  services;  both  seem  pricey,  but 
latter's  may  be  a  good  deal  for  backing  up  multiple  machi: 

Good  intentions  fade  as 


life  gets  back  to  normal. 
Make  a  personal  technolog 
disaster  plan— now. 

Connected  recommends  against  stoi 
huge  graphic  and  video  files,  though  not! 
stops  you  but  storage  limits  and  upl 
times.  If  you  have  lots  of  precious  di^ 
photos,  another  option  is  to  burn  them  c 
CD-R  disks  using  the  "universal"  ISO  9 
format,  which  most  CD-ROM  drives  can  d 
Then  carefully  label  the  disks  and  mail  tl 
to  a  relative  you  trust.  Recordable  DVD 
mats  can  work  for  video.  And  there  is  alv 
tape,  the  cheap,  capacious  medium  most 
aster-recovery  pros  use,  but  that  mere  n 
tals  are  likely  to  find  exceptionally  quirk 
Remember  that  not  all  your  data  exi; 
electronic  form.  Consider  storing  phc 
copies  of  documents  with  out-of-town  f 
ily — or  scanning  the  pages  and  backing 
the  bits. 

No  scheme  is  perfect.  If  the  storage  center's  connection 
down,  you  may  find  yourself  cut  off  from  your  files — tho 
you  can  generally  pay  to  have  them  mailed  on  CD-ROM. . 
the  fact  that  a  gaggle  of  online  storage  dot-coms  are  gone  s 
you  one  more  contingency  to  consider:  The  keeper  of  ) 
backups  just  might  go  broke. 


Forbes 


Stephen  Manes  (steve@cranky.com),  cohost  of  Public  Television's  Digital  Duo,  has  t 
covering  technology  for  nearly  two  decades.  Find  past  columns  at  www.forbes.com/r 
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LIFE  DURING  WARTIME 


REBUILDING 


THEY  WILL 

RISE 

AGAIN 

But  this  time,  let's  build  them 
better  and  smarter. 

BY  STEPHANE  FITCH,  CHRISTOPHER  HELMAN 
AND  LEA  GOLDMAN 

IN  THE  AFTERMATH  OF  THE  ATTACK,  THE  WORLD  TRADE 
Center  has  taken  on  a  symbolic  importance  far  outstrip- 
ping its  1 10  stories.  Once  widely  mocked  for  its  sterility 
and  ugliness,  it  has  now  become,  in  the  collective  mem- 
ory of  America,  a  hallowed  gravesite  for  the  thousands  of 
people  who  died  there — and  a  potent  emblem  of  commerce, 
bowed  but  unbeaten. 

Rebuild  we  should,  as  soon  as  the  grim  recovery  efforts 
have  ended.  But  what  should  take  its  place — something 
larger,  grander  than  before?!  Absolutely,  says  Donald  Trump. 
"What  I  don't  want  to  see  is  an  open-space  park,"  he  insists. 


The  towers  in 
1973.  It  would 
take  more  than 
a  decade 
before  they 
turned  a  profit. 


"A  tower  is  much  more  important  to  memorialize  the  los 

It's  tempting  to  construct  the  tallest  building  in 
world,  a  stick-in-your-eye  message  to  America's  enem: 
But  that's  probably  folly.  The  difficulty  of  luring  tena 
into  such  a  skyscraper  is  only  one  argument  against  it.  V 
tical  thrust  alone  may  not  be  the  most  appropriate  mem 
ial  or  the  most  fitting  gauge  of  capitalism's  resilience.  Th 
days,  power  is  by  definition  diffuse — whether  it's  inforn 
tion  or  capital  moving  at  the  speed  of  light,  or  even  terr 
ist  cells  striking  without  a  central  command.  Sometfa 
monumental  can  be  built  without  bumping  up  against 
clouds. 

"Rather  than  focus  on  some  grandiose  symbolism,  start 
the  ground — where  the  6-foot  human  interacts  with  the  sp 
around  him,"  suggests  John  (Jack)  Fortman  III,  chief  exe< 
tive  of  John  Portman  Associates,  an  Atlanta  architecture  a 
development  firm.  He  points  to  San  Francisco's  highly  si 
cessful  Embarcadero  Center,  designed  and  codeveloped  by 
father,  as  a  possible  model  for  a  new  World  Trade  Center, 
a  complex  comprising  offices,  hotels,  apartments  and  invit 
public  plazas.  In  such  a  scheme,  employees  wouldn't  have 
spend  20  minutes  getting  out  of  the  office  to  find  a  rest, 
rant  or  a  movie  theater.  "The  idea,"  says  Peter  Slatin,  editoi 
Manhattan-based  commercial  real  estate  development  a 
design  magazine  Grid,  "is  not  to  build  a  tower  of  Babel."  La 
A.  Silverstein,  who  holds  the  long-term  lease  on  the  Wo 
Trade  Center,  has  proposed  four  50-story  office  buildings  a 
a  memorial  to  the  victims.  A  more  horizontally  oriented  co 
plex  is  ideally  suited  to  huge,  open  trading  floors  attractive 
anchor  tenants  like  the  NYSE  and  large  financial  firms,  to 
nothing  of  retailers.  Reproducing  two  square  high-rises  ma 
no  sense  from  an  energy  standpoint.  New  York  City  archit 
Richard  Meier,  who  designed  the  Getty  Center  museum 
Los  Angeles,  says  the  old  design  (with  identical  facing  on  ez 
side)  ignored  the  impact  of  sunlight  on  heating  and  cool: 
the  enormous  buildings. 

No  matter  what  complex  emerges,  the  project  should 
left  in  private  hands  from  the  start.  Opened  in  1970  at  an 
timated  cost  of  $1.5  billion,  the  Trade  Center  spent  ye 
scrounging  for  tenants — aside  from  the  state  and  munici 


I 


/eminent  agencies  that  were  paying  below-market  rents, 
ily  in  the  last  decade  have  things  been  looking  up  for  its 
/eminent  owner,  the  Port  Authority  of  New  York  &  New 
sey,  when  rents,  which  had  been  going  for  $5  to  $10  per 
tare  foot  less  than  other  space  downtown,  climbed  into  the 
>-to-$45  range.  Even  so,  the  privately  held  Embarcadero 
nter  is  worth  twice  as  much  as  the  World  Trade  Center 
s,  on  a  per-square-foot  basis. 

Perhaps  the  Port  Authority  should  take  its  cue  from  New 
•k's  Metropolitan  Transportation  Authority.  Two  years  ago 

MTA  sold  the  site  of  the  New  York  Coliseum  on  Colum- 
5  Circle  to  developers  of  the  new  AOL  Time  Warner  center, 
t  months  ago  the  Port  Authority  awarded  a  99-year  lease 
the  towers  to  Silverstein  in  a  deal  valued  at  $3.2  billion.  The 
se  reportedly  contained  a  provision  letting  Silverstein  off 

hook  for  rent  in  the  event  of  a  terrorist  attack,  with  con- 
1  reverting  to  the  Port  Authority. 

Time  to  start  looking  for  a  private  buyer.  Once  cleared, 
land  should  be  worth  at  least  $2,000  a  square  foot,  or  $1.5 
ion  for  the  16-acre  site,  estimates  Charles  Urstadt,  vice 
lirman  of  nearby  Battery  Park  City. 
To  foot  the  bill,  a  developer  will  have  to  charge  rents  that 
rt  in  2006  at  upwards  of  $60  a  square  foot  annually,  reck- 
>  Arthur  Mirante,  chief  executive  of  Manhattan's  Cush- 
n  &  Wakefield,  a  top  real  estate  services  firm.  That  would 
30%  higher  than  expected  market  rates. 
To  make  it  more  affordable,  the  government  could  issue 
i  guarantee  bonds  for  a  project  that  may  well  run  to  $7 
billion — and  15  million  square  feet — by  the  time  it's 
completed  within  four  or  five  years. 

The  new  center  could  be  constructed  better.  While 
no  building  can  withstand  the  impact  of  a  Boeing  767, 
architects  have  learned  a  few  tricks  in  the  last  30  years. 
They're  now  building  towers,  like  7  South  Dearborn  in 
Chicago,  with  notches  built  into  the  sides  every  20  sto- 
ries or  so,  reducing  wind  pressure  by  10%  to  15% — es- 
pecially important  in  hurricane-vulnerable  New  York. 
And  even  though  steel  and  concrete  are  still  the  most 
cost-effective  materials,  new  combinations  of  these  sub- 


stances provide  greater  strength  and  fire  retardance,  says  W. 
Gene  Corley,  senior  vice  president  at  Construction  Technol- 
ogy Laboratories  in  Skokie,  111.,  and  leader  of  the  structural 
analysis  of  the  twin  towers'  collapse.  Such  composites  of  steel 
and  concrete  have  been  used  in  the  world's  tallest  building — 
the  Petronas  Towers  in  Kuala  Lumpur,  Malaysia — and  its 
most  experimental,  Frank  Gehry's  Jimi  Hendrix  Museum  in 
Seattle. 

Like  the  giant  ancient  Buddhas  destroyed  a  few  months 
ago  by  Afghanistan's  despotic  Taliban,  the  World  Trade  Cen- 
ter can  never  really  be  rebuilt.  But  it  can  and  should  be  built 
anew — on  a  different  scale  and  with  a  different  spirit.  F 


LIFE  DURING  WARTIME 


V 


SHATTERED, 
NOT  BROKEN 

Like  many  financial  service  companies  operating  in  the 
World  Trade  Center,  Fiduciary  Trust  was  hit  hard, 
ut  it  had  one  thing  many  rivals  didn't:  a  backup  plan. 
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JAMES  M.  CLASH 
D  ROB  WHERRY 

B»     NNE  TATLOCK  FOUND  OUT 
about  the  collision  of  a  plane 

I  with  the  North  Tower  while 
■■^  en  route  to  the  U.S.  Strategic 

MCommand  headquarters  in 
laha.  The  62-year-old  chief  executive 
fiduciary  Trust  Co.  International  was 
:  of  a  small  group  of  business  leaders 
charity  event  hosted  by  Warren  Buf- 
.  Military  officers  boarded  the  bus 
was  on,  and  escorted  her  to  an  offi- 
s  lounge  and  a  television,  just  in  time 
>ee  the  second  plane  hit  the  South 
ver  between  the  87th  and  93rd 
)rs — right  where  650  of  her  employ- 
worked. 

"I  know  everybody  gets  in  first  thing, 

I I  looked  at  my  watch,"  recalls  Tat- 
<,  whose  own  office  was  on  the  94th 
3r.  "'There  are  too  many  people 
re,'  I  thought.  All  of  their  faces  sud- 
Jy  came  to  me." 

Among  them  was  Marilyn  White,  se- 
r  vice  president  of  institutional  busi- 
s  development,  who  was  in  her  office 
the  95th  floor  when  the  first  plane 

"The  heat  was  so  intense  that  my 
e  was  hot,"  she  says.  White  bolted 
n  her  office  and  ran  down  32  flights 
tairs  to  the  63rd  floor.  There  she  and 
workers  ducked  into  Morgan  Stan- 
s  offices  to  call  their  loved  ones.  As 

talked  to  her  husband,  bodies  spi- 
:d  past  the  window.  Then  the  tower 

was  in  rocked  as  the  second  plane 
,  and  a  backdraft  of  fire  barreled 
vn  the  hallway  toward  her.  She  and  a 
npanion  dove  into  a  copier  room  and 
nmed  the  door  as  the  fireball  neared 
m.  Finding  a  room  with  a  water 
>ler,  White  doused  her  sweater  and 
ced  it  in  the  crack  under  the  door  to 
p  out  smoke.  When  the  smoke  had 
ined,  the  two  ventured  back  onto  the 
rs  and  out  of  the  building. 
White  survived — and  so  did  all  elec- 
nic  records  of  client  accounts,  trades 
1  money  transfers,  thanks  largely  to  a 
nprehensive  disaster  recovery  plan 
t  had  been  in  place  for  14  years.  Its 
gins,  says  former  chief  executive 


Lawrence  Huntington,  had  nothing  to 
do  with  terrorism;  he  was  worried  about 
a  power  outage.  Every  employee  had  a 
flashlight  and  fresh  batteries,  as  well  as  a 
clear  escape  route.  Two  dozen  key  peo- 
ple knew  how  to  lead  scores  of  workers 
to  a  site  in  nearby  New  Jersey,  and  to  get 
servers  and  PCs  up  and  running.  Tat- 
lock,  William  Yun,  president,  and  Steven 
Tall,  chief  technology  officer,  were  each 
empowered  to  declare  a  disaster  inde- 
pendently. The  emergency  plan  had 
worked  back  in  1993  during  the  first  at- 
tack on  the  Trade  Center;  Fiduciary, 
which  today  manages  $44  billion  of  se- 
curities for  pension  plans,  endowments 
and  wealthy  individuals,  was  up  one 
business  day  after  the  bombing. 

No  backup  system  could  do  any- 
thing to  mitigate  the  terrible  human  toll. 
Four  people  from  the  firm  are  con- 
firmed dead;  83  are  missing,  including 


personnel  chief  Alayne  Gentul,  who 
ushered  a  group  of  employees  down 
from  the  90th  floor,  then  went  back  up 
for  more.  She  was  last  seen  holding  the 
door  open  for  co-workers  in  a  smoky 
stairwell  on  the  97th  floor. 

Shortly  after  the  first  Boeing  767  hit, 
Fiduciary  kicked  into  gear.  It  fell  to 
Steven  Tall,  39,  to  galvanize  the  effort. 
He  had  been  on  his  way  to  work  from 
the  New  Jersey  suburbs,  when  he  saw 
the  first  tower  burning  and  called  the 
disaster  recovery  site  from  his  car.  Pro- 
tocol mandated  that  he  give  a  secret 
contact  number  to  the  operator,  but  in 
the  heat  of  the  moment  he  forgot  it.  The 
operator  put  through  the  call  anyway, 
which  triggered  employees  at  the  recov- 
ery site  to  unbox  desktops  and  phone 
lines.  It  also  kicked  in  a  security  net- 
work, Internet  access  and  a  further 
backup  system. 

Tall  did  a  quick  U-turn  to  his  house 


and  grabbed  two  briefing  books  with 
phones  numbers  of  crucial  staff,  infor- 
mation technology  contractors,  includ- 
ing hosting  company  Comdisco,  and 
guidelines  for  booting  up  the  systems. 
By  10:15  a.m.,  25  minutes  after  the 
South  Tower  fell,  he  was  at  the  site.  His 
office  infrastructure  chief,  Salvatore 
Vito,  showed  up  shortly  after. 

The  recovery  site  is  a  warehouse-like 
building,  four  stories  high,  with  very 
tight  security.  Inside  things  were  eerily 
quiet.  Tall  and  Vito  worked  in  a  20-foot- 
by-20-foot  space,  where  a  few  PCs  were 
scattered  among  a  stack  of  servers. 
Within  half  an  hour  of  their  arrival  they 
had  a  delivery  of  several  crates  of  com- 
puter tapes.  First  priority:  backing  up 
the  portfolio  system,  which  showed 
every  client's  positions.  Next,  both  set 
about  scanning  Fiduciary's  trust  and  ac- 
counting books.  "In  these  situations  you 


need  to  make  sure  you  can  get  a  check 
to  a  client,"  says  Tall.  Then  they  worked 
on  the  Federal  wire,  which  allows  the 
transfer  of  funds  between  institutions. 

Tall  says  there  were  no  problems  in 
recovery — but  credits  the  fact  that  Fidu- 
ciary had  just  been  through  its  annual 
testing  of  the  systems  in  late  August.  By 
1:30  p.m.  he  had  word  that  the  com- 
pany's books  had  been  secured  up  to 
early  that  morning.  Even  the  interna- 
tional trades  had  been  closed. 

The  crucial  client  list  had  to  be  re- 
trieved the  old-fashioned  way.  The  cus- 
todian of  that  list,  Henry  Johnson,  head 
of  business  development,  was  in  San 
Mateo,  Calif,  attending  a  retreat  near  the 
headquarters  of  Franklin  Templeton, 
the  $260  billion  fund  manager  that  ac- 
quired Fiduciary  in  April.  Johnson  first 
heard  about  the  attack  when  his  wife 
called  from  New  Jersey  and  woke  him 
up.  He  told  her  where  the  client  list  was 


Suddenly  the  tower  rocked  as  the 
second  plane  hit,  and  a  backdraft  of 
barreled  down  the  hallway  toward  her. 
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RUBBING  ELBOWS 


Even  in  an  era  of  fiber-optic  links 

and  virtual  offices,  Wall  Street's  faithful 

want  to  congregate  where  everyone  else  is. 


hidden  in  the  basement  of  their  house;  a 
colleague's  spouse  delivered  it  to 
Comdisco. 

Johnson  switched  on  the  TV  and 
tried,  without  success,  to  call  Tatlock, 
his  secretary  and  other  department 
heads.  He  got  in  a  car  and  headed  to 
Franklin's  main  offices.  By  the  time  he 
arrived  a  crisis  hub  was  in  full  swing. 
Franklin's  vast  call  center,  usually  de- 
voted to  customer  service,  became  an 
information  bank  for  families  of  em- 
ployees who  worked  in  the  tower.  Em- 
ployees called  in  to  identify  them- 
selves (with  data  matching  personnel 
records)  and  say  they  were  still  alive; 
that  cut  down  on  rumors  and  misin- 
formation. 

Grounded  at  the  Omaha  Marriott 
until  Thursday,  Tatlock  worked  the 
phones.  She  couldn't  get  through  to  the 
Trade  Center  or  to  colleagues  on  their 
cell  phones.  But  Franklin's  headquarters 
had  a  list  of  home  numbers.  Tatlock 
stayed  up  well  into  the  night  calling 
dozens  of  employees'  spouses — includ- 
ing a  woman  who  hadn't  heard  from  ei- 
ther her  husband  or  her  mother. 

Yun,  Fiduciary's  42-year-old  presi- 
dent, dealt  with  clients  from  the  recov- 
ery site.  No  one  called  in  redemptions — 
or  even  mentioned  business.  A  $50 
million  foundation  called  to  check  on 
the  people  who  handled  its  portfolio;  a 
$110  million  account  offered  office 
space.  "Clients  were  calling  us  just  to 
hear  the  sound  of  our  voices  and  to  offer 
condolences,"  says  Yun. 

A  day  after  the  attack,  Fiduciary  was 
able  to  do  wire  transfers;  the  day  after,  to 
trade  bonds.  By  the  end  of  the  week  the 
company  had  signed  a  15-year  lease  on 
five  floors  at  600  Fifth  Avenue,  near 
Rockefeller  Center.  Come  Monday  the 
firm  was  trading  equities. 

Fiduciary  is  back  in  business;  the  fu- 
nerals for  the  missing  have  started.  The 
other  day  employees  were  watching  res- 
cue workers  on  TV  dig  through  the 
mountain  of  rubble.  One  guy  picked  up 
a  photo  of  two  boys.  As  the  camera 
moved  in,  everyone  realized  it  was  a  pic- 
ture of  Henry  Johnson's  sons.  V 


BY  NEIL  WEINBERG 

WITHIN  DAYS  AFTER  THE 
Wall  Street  district 
erupted  in  flames  and 
fallout,  thousands  of 
traders  were  back  at 
their  desks — but  in  midtown  Manhat- 
tan, New  Jersey  and  Long  Island  City, 
Queens.  To  hear  the  newspapers  tell  it, 
the  suburbs'  sudden  gain  will  be  Wall 
Street's  permanent  loss. 

Don't  believe  it.  Even  in  an  era  of 
fiber-optic  networks  and  online  trans- 
actions, proximity  still  matters.  Body 
language  and  office  vibes  cannot  be  re- 
created via  teleconference.  For  many  on 
The  Street,  you  gotta  be  there,  even  if  it 
teels  a  little  dangerous  right  now. 

"Near  term,  there  will  be  an  emo- 
tional desire  to  leave,  but  in  the  end  the 
dislocation  will  be  minimal,"  says  New 


York  Stock  Exchange  Chairm 
Richard  Grasso.  "That's  because  W 
Street's  product  is  ideas,  and  they  coi 
from  bringing  colleagues  and  compe 
tors  together  in  ways  cyberconnectic 
can't." 

The  Federal  Reserve  Bank  of  N 
York,  which  supplies  liquidity  to  mt 
of  the  banking  system,  has  no  plans 
move  away.  Merrill  Lynch  and  Ame 
can  Express  are  also  likely  to  return 
"headquarters  in  the  area,  conditic 
permitting.  Goldman  Sachs  is  devek 
ing  a  major  complex  on  the  New  Jer: 
side  of  the  Hudson  River  but  says  it  v 
keep  the  heart  of  its  operations,  and 
brass,  in  lower  Manhattan. 

"New  York  remains  the  world's 
nancial  capital,  and  it  makes  treme 
dous  sense  to  be  based  here  in  t 
heart  of  market  activity,"  Goldm 
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irman  Henry  Paulson  says. 
Bank  of  New  York  has  been  run  from 
1  Street  since  Alexander  Hamilton 
ided  it  there  in  1 784.  It  has  moved 
8,000  employees  but  plans  a  full  re- 
tion  downtown.  "It's  the  world's  fi- 
cial  center,  with  the  stock  exchanges, 
ks,  brokers,  law  firms  and  all  the  fi- 
nal intermediaries,"  says  spokesman 
ert  Grieves.  "I  don't  think  we  had  a 
nent  of  doubt  about  moving  back." 


Mark  Fichtel,  chief  executive  of  the 
New  York  Board  of  Trade,  remembers 
the  impact  of  the  initial  jet  strike  and 
looking  out  the  windows  of  his  office 
in  Four  World  Trade  Center  to  see  a 
shower  of  debris.  The  exchange,  whose 
trading  pits  were  destroyed,  was  back 
in  operation  in  Queens  six  days  later. 
Yet  it  soon  plans  to  move  some  opera- 
tions back  to  within  a  couple  of  blocks 
of  its  old  site  and  hopes  to  return  the 


remainder  there  permanently. 

All  told,  over  20  million  square  feet  of 
office  space  was  taken  out  of  use,  includ- 
ing 13  million  destroyed  at  the  World 
Trade  Center.  "The  terrorists  would  be 
very  disappointed  to  know  they  only  took 
out  3.6%  of  Manhattan  office  space,"  says 
Andrew  Florance,  chief  executive  of  real 
estate  tracker  CoStar  Group.  "The  human 
loss  is  tragic,  but  the  market  will  be  back 
to  normal  in  six  months."  F 


case.  (But  wait  until  revised  numbers 
come  out  for  the  June  quarter.)  Psycho- 
logically, it's  already  here,  says  Laksh- 
man  Achuthan,  managing  director  of 
the  Economic  Cycle  Research  Institute 
in  New  York,  with  a  snowballing  of  lay- 
off announcements.  As  of  July,  1.4  mil- 
lion people  had  already  been  laid  off, 
according  to  the  Department  of  Labor. 

The  avalanche  has  already  started  in 
airlines,  commercial  aerospace  and  au- 
tomobile companies,  with  profound  af- 
tershocks among  parts  suppliers  and  in 
the  travel  and  entertainment  industries. 
The  reduction  in  corporate  and  con- 
sumer spending  may  drag  down  such 
sectors  as  transportation,  technology, 
housing,  durable  goods  and  retailing. 
Less  obvious  are  the  effects  of  increased 
security  at  borders  and  harbors.  In- 
specting virtually  every  ship  and  vehi- 
cle entering  the  U.S.  severely  damages 
the  nation's  supply  chain,  argues 
Stephen  Flynn,  a  senior  fellow  at  the 
Council  on  Foreign  Relations.  And  a  re- 
cent report  by  Credit  Suisse  First 
Boston  says,  "The  slowing  of  world 
trade  will  probably  be  the  most  signifi- 
cant economic  casualty  of  Sept.  11." 
Federal  spending  on  weapons,  home- 
land security  and  reconstruction  will 
counteract  with  a  Keynesian  boost — 
unless  it  unleashes  a  bout  of  inflation. 

How  steep  a  recession?  The  GDP 
contracted  3.4%  between  1973  and 
1975;  2.9%  in  1981-82;  and  1.5%  in 
1990-91.  Economists,  whose  record  of 
accuracy  falls  somewhere  below  that  of 
Patriot  missiles,  predict  a  recovery  in 
mid-2002.  F 


HE  BIG  R 

icession?  We're  already 
one.  But  how  deep- 
id  when  will  we  pull  out? 


10BERT  LENZNER 
VICTORIA  MURPHY 

1"S  A  SHAME  TO  GIVE  HIM  THE  SAT- 
sfaction.  The  way  things  are  going, 
Dsama  bin  Laden  may  get  too  much 
:redit  for  a  recession  that  probably 
started  in  the  second  quarter. 
Consider: 

•  The  Industrial  Production  Index 
ked  in  September  2000  and  has 
e  fallen  5%. 

►What  the  economists  call  "manu- 
iring  and  trade  sales,"  a  broad  mea- 
:  of  outlays  (higher  than  GDP  be- 
le  it  is  not  limited  to  value  added), 
ced  in  August  2000  at  an  annualized 
3  trillion  and  has  since  fallen  2%. 

•  Consumer  confidence,  as  mea- 
d  by  the  Survey  Research  Center  at 
University  of  Michigan,  declined  re- 
ly to  its  lowest  level  since  1993. 

•  A  Labor  Department  survey  of 
industries  found  44%  of  businesses 
hiring  in  August,  down  sharply 

i  56%  in  March  and  the  lowest  level 
e  the  last  recession,  in  1990-91. 

•  Unemployment  of  4.9%,  already  a 
:entage  point  above  its  level  a  year 

is  expected  to  rise  to  6%  by  early 
2,  reports  DRI-WEFA,  a  Waltham, 
is.  economic  consultancy. 


All  of  which  puts  in  per- 
spective the  vertiginous  plunge 
in  the  stock  market.  Trailing- 
1 2-month  earnings  on  the  S&P 
500  index  are  only  $30,  accord- 
ing to  Bloomberg,  reflecting 
huge  writeoffs  in  the  second 
quarter.  With  the  index  at  966 
on  Sept.  21,  stocks  are  trading 
at  double  the  historical  norm.  (Disre- 
gard the  writeoffs  if  you  feel  so  bold. 
The  composite  estimate  for  recurring 
earnings  from  Bloomberg  is  $50.20  for 
2001.  The  P/E  by  that  score  is  still  high 
at  19.) 

A  recession,  by  the  textbook  defini- 
tion, is  two  consecutive  quarters  of  a 
declining  GDP,  still  not  officially  the 


On  the  Skids 


As  industrial  production  sank,  payrolls 
topped  out.  Although  personal  income 
is  still  rising,  it  may  soon  take  a  hit. 
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As  Congress  starts 
lavishing  billions  of 
dollars  to  rescue  the 
airlines,  it  should  call 
to  mind  the  lessons 
of  Jesse  Jones. 

BY  JAMES  W.  MICHAELS 

JESSE  JONES  WAS  A  HARD- 
nosed  Texas  businessman  and 
builder  who  handed  out  tens 
of  billions  in  government- 
guaranteed  loans  in  the  Great 
Depression  of  the  1930s.  Jesse  wasn't  just 
in  the  business  of  distributing  alms.  In 
his  account  of  his  stewardship  of  the  Re- 
construction Finance  Corp.  (Fifty  Billion 
Dollars,  Macmillan,  1951),  he  told  with 
glee  how  he  cracked  down  on  high-living 
railroad  executives. 

He  figured  that  even  a  chief  execu- 
tive could,  if  necessary,  live  on  $60,000  a 
year.  To  get  his  loans,  more  than  a  few 
had  to  swallow  60%  pay  cuts.  Jesse  per- 
suaded the  top  guns  at  the  Katy  Road  to 
move  from  the  sophisticated  environs  of 
Manhattan  to  Dallas  and  St.  Louis,  burgs 
actually  served  by  that  railroad.  Proxim- 
ity to  Wall  Street,  Jones  said,  made  the 
bosses  more  interested  in  promoting 
their  stocks  than  in  keeping  the  trains 
running. 

The  Jesse  Jones  story  is  relevant 
today.  Once  again,  American  industries 
have  called  on  the  government  to  pro- 
vide liquidity  in  an  emergency.  Congress 
and  the  White  House  should  take  a  page 
from  the  history  books.  In  1931  Presi- 
dent Herbert  Hoover  sent  a  bill  to  Con- 
gress establishing  the  RFC.  FDR  greatly  ex- 
panded it  and,  by  the  time  it  closed  its 


Jesse  Jones  (far  left)  with  FDR  and  aides: 
offering  government  loans,  not  giveaways. 

doors,  after  WWII,  the  RFC  had  disbursed 
$50  billion  in  government  money — a 
staggering  sum  for  those  days.  The  tax- 
payer got  every  penny  back. 

Though  it  didn't  end  the  Depression, 
the  RFC  certainly  helped  mitigate  it.  It  in- 
jected fresh  equity  capital  into  the  ex- 
hausted American  banking  system  and 
kept  thousands  of  factories  running.  But 
for  every  loan,  the  RFC  got  equity  or  solid 
collateral.  No  handouts.  Even  the  Chi- 
cago Board  of  Education  had  to  pledge 
real  estate  for  a  loan  to  pay  its  teachers. 

At  the  Botany  Worsted  Mills  of  Pas- 
saic, N.J.,  5,000  jobs  were  at  stake,  but 
Jones  thought  the  chief  executive  was  a 
poor  manager.  To  get  a  $1  million  RFC 
loan,  Botany  had  to  take  on  a  Jones-ap- 
proved financial  expert.  The  limping 
company  was  restored  to  profitability.  He 
lent  money  to  a  failing  insurance  com- 
pany and  then  sold  it  to  new  owners  who 
brought  in  capital  and  smarter  managers. 

On  Jesse's  watch  there  were  two 
competing  telegraph  companies,  but 
telegraphy  was  a  shrinking  business. 
More  loans  wouldn't  save  the  weaker 


TRINGS 


company,  Postal  Telegraph.  So  Jo 
knocked  heads  and  merged  Postal  v 
Western  Union,  thus  rescuing  what 
then  a  vital  industry. 

If  a  deal  involved  investment  ba 
ing  and  legal  fees,  Jesse  gave  the  bil 
healthy  haircut.  (God  knows  what 
would  have  said  about  the  eight-fig 
sums  investment  bankers  now  exti 
from  sick  companies.) 

By  permitting  the  RFC  complete 
tonomy,  FDR  wisely  insulated  it  from  j 
itics — and  from  leftists  like  Vice  Pr 
dent  Henry  Wallace,  who  wanted  to 
the  agency  for  "social"  purposes. 

The  RFC  later  became  the  model 
the  1971  loan  guarantee  that  reset 
Lockheed  and  the  1979  one  that  sa 
Chrysler  Corp.  The  Chrysler  mo 
came  with  strings — sacrifices  by  uni 
and  suppliers.  The  government  mac 
profit  on  its  Chrysler  warrants. 

President  Bush  and  Congress  she 
think  about  Jesse  Jones  as  they  prep 
the  $15  billion  rescue  of  the  airline 
the  aftermath  of  the  Sept.  1 1  ter 
While  lending  to  that  textile  mill,  Jc 
made  sure — as  he  later  put  it — "to 
that  [Botany]  did  not  sell  merchan« 
except  at  a  reasonable  profit."  That  cc 
be  useful  advice  for  airlines  that  o 
$425  round-trip  fares  to  Paris. 

Will  those  billions  lavished  on  the 
lines  create  a  healthier  industry?  Will 
taxpayer  get  any  of  the  money  back? 
will  the  loans  simply  reward  the  t 
lawyers  who  are  lining  up  to  sue  ; 
make  shareholders  whole  for  unwise 
vestments  while  preserving  an  ineffic 
status  quo,  with  too  many  airlines 
too  many  lavish  union  contracts? 
know  what  Jesse  Jones  would  have  dc 
His  loans  would  have  come  with  stri 
intended  to  create  a  healmier  industr 


AMERICA'S  RESPONSE  TO  THE  TERRORIST  ATTACK  WILL  UNFOLD  RAPIDLY. 
FOR  UPDATED  FULL  COVERAGE,  INCLUDING  THE  JMPACT  ON  BUSINESS, 
THE  ECONOMY  AND  FINANCIAL  MARKETS,  VISIT  US  AT  WWW.F0RBES.COM. 
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t  UICK:  WHAT'S  THE  CURRENT  AD- 
I  vertising  slogan  for  Coca-Cola, 
Ithe  world's  best-known  brand? 
If  you  answered  "Coke  is  it,"  you're 
>ng,  by  more  than  a  decade.  It's  "Life 
tes  Good,"  an  unmemorable,  if 
upy,  tag  line  launched  this  spring 
h  a  $300  million  ad  campaign.  Kind 
eaves  you  thirsting  for  something  as 
ring  as  "I'd  like  to  buy  the  world  a 
<.e,"  from  the  early  1970s  or  "Things 
better  with  Coke,"  long  before  that. 
?  truth  is  the  company  that  popular- 
1  the  modern  image  of  Santa  Claus 
[  whose  trademark  hoop  skirt  bottle 
?ad  across  the  globe  in  the  hands  of 
torious  U.S.  soldiers  during  World 
r  II  hasn't  come  up  with  a  memo- 
le  campaign  or  a  knock-your-taste- 
Is- silly  new  flavor  in  years. 
"Coke  has  had  essentially  a  dull 
ade,"  sighs  Peter  Sealey.  As  senior 


and  26  times  forward  earnings,  even 
though  Coca-Cola  is  struggling  to  ap- 
proach the  6%  growth  rate  of  Pepsi's 
worldwide  beverage  business,  let  alone 
Daft's  stated  goal  of  7%.  At  a  market 
value  of  $124  billion,  investors  award 
Coke  a  premium  of  $112  billion  above 
the  net  value  of  cash  and  undepreciated 
assets  on  its  books — in  essence,  its  abil- 
ity to  sell  ever-greater  amounts  of  Coke, 
Sprite  and  other  Coca-Cola  brands. 

Perhaps  the  most  overrated  assets 
are  in  the  executive  suite.  Drained  of  tal- 
ent like  Charles  Frenette,  a  highly  re- 
garded head  of  European  operations 
who  quit  in  August,  and  Jack  L.  Stahl,  a 
well-liked  company  veteran  who  served 
as  president  and  second-in-command 
and  was  stripped  of  his  authority  last 
March,  Coke  is  run  by  has-beens  and 
relatively  recent  hires.  Daft,  an  Aus- 
tralian who  ran  Asian  operations  in  the 


ice  one  of  the  greatest  growth  stocks  ever, 
3ca-Cola  has  lost  its  fizz.  What  can  it  do  to 
)me  back? 


BY  DANIEL  FISHER 


5  president  of  global  marketing  in  the 
ly  1990s,  Sealey  introduced  the  "Ai- 
rs Coca-Cola"  campaign  with  its  lov- 
;  polar  bears — and  was  sacked  soon 
;r  in  what  has  become  a  pattern  of 
-level  purges  in  Atlanta.  Ever  since 
death  of  Chief  Executive  Roberto 
izueta  in  1997,  no  one  seems  able  to 
fizz  back  into  the  1 15-year-old  com- 
iy.  Sales  rose  at  an  average  of  10.7%  a 
r  during  Goizueta's  heyday,  enough 
*ive  investors  a  29%  annual  return 
:luding  dividends).  Over  the  past  five 
rs  sales  have  been  growing  at  only 
P/o.  Coke  stock  has  slid  sideways  in 
hands  of  Goizueta's  hapless  succes- 
; — first,  Douglas  Ivester,  who  lasted 
i)f  26  months,  now  Douglas  Daft. 
;Even  at  $48  a  share,  down  45%  from 
>eak  of  $88  in  1998,  Coke  is  scarcely 
ap.  The  Atlanta-based  soft  drink 
it  is  trading  at  6  times  last  year's  rev- 
e  of  $20.5  billion  and  27  times  esti- 
:ed  2002  earnings  of  $1.78  a  share, 
t's  above  PepsiCo  at  3.2  times  sales 


Goizueta  era,  brought  back 
Brian  Dyson,  one  of  the  ar- 
chitects of  the  disastrous 
introduction  of  New  Coke. 
Dyson,  vice  chairman  and 
chief  operating  officer,  is  a 
crony  of  Donald  Keough,  a 
former  president  and  in- 
fluential shareholder  of 
Coke  and  chairman  of 
Allen  &  Co.,  the  invest- 
ment firm  of  equally  pow- 
erful Coca-Cola  director 
Herbert  Allen.  (The  other 
major  entry  on  Dyson's  re- 
sume is  Coca-Cola  Enter- 
prises, which  he  ran  from 
1986  to  1991,  when  the 
stock  made  a  virtual  round 
trip  back  to  its  initial  pub- 
lic offering  price  of  $16.) 

Daft  also  eroded  mo- 
rale by  dismissing  5,200 
employees,  or  20%  of 
worldwide  staff,  to  trim 


Hardly  the  real  thing: 
Douglas  Daft  (below)  has 
failed  to  live  up  to  the 
record  of  Roberto  Goizueta 


Coke's  bloated  overhead.  The  cut  was 
defensible:  Coke's  selling,  general  and 
administrative  expense  had  ballooned  to 
45%  of  revenue  from  35%  in  the  mid- 
1980s.  Less  easy  to  justify  are  Daft's  take- 
it-or-leave-it  orders  requiring  longtime 
employees  to  move  to  far-off  Detroit  or 
Cincinnati  as  part  of  his  "Think  local, 
act  local"  plan,  designed  to  push  more 
authority  over  marketing,  advertising 
and  pricing  down  to  the  regional  level. 

Management  turnover  is  nothing 
compared  with  Daft's  two  biggest  bon- 
ers, both  designed  to  find  the  next  big 
thing.  First  was  negotiating  a  $15.8  bil- 
lion purchase  of  Gatorade  maker 
Quaker  Oats  last  November.  Daft  had 
wanted  Gatorade  to  bolster  Coke's  sta- 
ble of  non-cola  brands,  which  have  been 
growing  faster  than  colas  for  years.  But 
he  proceeded  without  the  backing  of 
board  members,  including  Warren  Buf- 
fett.  In  a  humiliating  blow  for  Daft,  they 
called  the  deal  too  expensive.  PepsiCo 
later  bought  Quaker  for  $13.4  billion. 

Then  came  this  year's  ill-conceived 
joint  venture  with  Procter  8c  Gamble. 
Coke  offered  to  combine  its  Minute 
Maid  orange  juice  busi- 
ness with  P&G's  Pringles 
potato  chips.  The  deal 
was  intended  to  strength- 
en both  brands,  which 
run  a  distant  second  to 
PepsiCo's  Frito-Lay  and 
Tropicana  products.  But 
the  synergies  didn't  de- 
velop. In  a  laconic  note  in 
Coke's  second-quarter 
10-Q,  the  company  said 
the  venture  "will  differ 
materially"  from  what 
was  originally  envisioned. 
According  to  one  Coke 
observer,  the  deal  is  dead. 
"I've  never  seen  so  many 
faulty  decisions  in  such  a 
short  time  at  Coke,"  says 
Emanuel  Goldman,  a 
beverage-industry  analyst 
who  has  covered  Coca- 
Cola  for  a  number  of 
firms  over  the  past  30 
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A  Fading  Icon 

For  a  century,  Coca-Cola's  ads 
captured  the  essence  of  America- 
its  innocence  and  goodwill,  its 
willingness  to  fight  and  make  fun 
of  itself.  But  recent  campaigns  have 
failed  to  connect  with  consumers 
in  the  U.S.  and  around  the  world. 
The  ads  aren't  the  only  thing  that's 
lost  fizz:  Coke  shares,  once  a 
growth  stock,  have  lagged  the  S&P. 

130 


AT  A  COOL  AND  CHEERFUL  PLACE 
You'll  find  a  wonderful  girl  In  a  real 
American  pote  -  at  the  »oda  fountain 
—  When  thirsty  remember  her. 
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years  and  now  works  for  himself. 

Daft's  job  shouldn't  he  that  tough, 
given  the  simplicity  of  the  business. 
During  the  Goizueta  era,  Coke  spun  off 
its  bottling  operations  into  Coca-Cola 
Enterprises,  its  40%-owned  subsidiary, 
shrinking  the  parent's  assets  and  im- 
proving return  on  investment.  What's 
left  is  a  company  that  primarily  sells 
concentrate,  which  bottlers  combine 
with  sugar  and  carbonated  water.  And 
since  Coca-Cola  is  the  only  supplier  of 
the  secret  formula,  it  can  charge  what  it 
wants.  The  brown  stuff  has  a  70%  gross 
margin  and  generates  huge  amounts  of 
cash  — $2.8  billion  last  year  after  cover- 
ing capita]  expenditures. 

The  trap:  Daft  can't  simply  milk  the 
bottlers  to  boost  sales,  both  (  okc  and 


Pepsi  tried  that  last  year,  hiking  U.S. 
concentrate  prices  as  much  as  7%,  only 
to  watch  volume  growth  stall  as  bottlers 
passed  through  the  higher  costs  to  con- 
sumers or  cut  back  on  marketing  ex- 
penses. Given  those  constraints,  Daft  has 
pledged  to  keep  syrup  price  increases  in 
the  range  of  1%  to  2%  a  year.  But  even 
that  number  is  misleading,  because 
Coke  hands  its  bottlers  huge  subsidies  to 
help  pay  for  marketing  and  capital  im- 
provements. Coca-Cola  Enterprises, 
which  represented  $3.5  billion,  or  17% 
of  Coke's  revenue  last  year,  took  in  $794 
million  in  such  payments  in  2000,  down 
from  $1.05  billion  in  1998. 

Daft's  options  also  are  limited  by  the 
sheer  size  of  the  company — $19.6  bil- 
lion in  expected  revenues  this  year. 


Coke's  trademark  cola  has  to  be 
proaching  saturation  in  the  U.S.  mar 
where  Americans  swill  an  average  ol 
gallons  of  carbonated  beverages  a  y 
up  from  40.3  gallons  in  1985  (tap  w; 
comes  in  a  distant  second  at  29  gallo 
Coca-Cola  and  Diet  Coke  supply  2 
of  that  market,  or  about  3  billion  gall 
a  year  (see  chart,  p.  79).  Increas 
Coke's  share  is  an  expensive  proposit 
in  the  face  of  stiff  competition  not 
from  Pepsi-brand  cola,  but  from  f 
growing  smaller  brands  such  as  C 
bury  Schweppes'  Dr  Pepper  and  sp 
drinks  like  Pepsi's  Gatorade. 

Coke  faces  a  formidable  challer 
in  Pepsi.  The  $20.4  billion  (2000  sa 
food  company  is  better  diversified — 
much  more  lithe  about  jumping  on 
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U.S.  soft-drink  2000  market  share  (estimate) 
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II  Bottled  Up 


ints  Coke  and  Pepsi  have  seen  flat 
-  nand  for  their  namesake  colas 
he  U.S.,  while  upstart  brands  like 
untain  Dew  are  still  growing  strong. 

W  products.  Pepsi  was  two  years 
;ad  of  Coca-Cola  in  the  bottled  water 
asiness  with  its  Aquafina  brand,  which 
t  year  hit  101  million  192-ounce  cases 
Id  is  still  growing  at  30%.  (Coke  is 
:hing  up  fast  with  Dasani,  where  vol- 
te doubled  to  65  million  cases  last 
r.)  Pepsi  also  leads  in  the  single- 
ided  pursuit  of  new  flavors  and  mar- 
bling strategies,  such  as  the  Mountain 
iWf  ads  with  their  hyperkinetic  teens 
i  m  an  Internet-based  campaign  for 
;-4ie  Red,  a  cherry-flavored  Mountain 
wv  extension.  Pepsi  has  small  product- 


development  teams 
that  come  up  with 
new  ideas  and  perform 
consumer  testing,  inde- 
pendent of  brand  man- 
agers overseeing  estab- 
lished products.  At  any 
given  time  those  teams 
are  working  on  100 
products  or  more.  One 
or  two  might  achieve 
the  magic  volume  of  50 
million  cases  a  year 
that  signifies  a  lasting  success,  but  others 
like  herbal  teas  can  provide  profits  at 
lower  levels  if  the  target  consumers  are 
affluent  enough. 

A  potentially  bigger  threat  looms — 
from  retailers  that  once  couldn't  clear 
their  shelves  fast  enough  to  make  room 
for  Coca-Cola.  "The  real  competition  is 
less  between  Coke  and  Pepsi  than  be- 
tween Wal-Mart  and  Kroger,"  says 
Thomas  Pirko,  president  of  Bevmark,  a 
consulting  firm  to  the  big  soft-drink 
companies.  Until  recently  a  passive 
player  in  Coca-Cola's  marketing  efforts, 
7-Eleven  is  changing  the  soft-drink 
game.  While  it  is  one  of  Coke's  largest 
single  customers,  the  convenience  chain 
has  a  secret  weapon.  Armed  with  hourly 
data  from  its  5,300  U.S.  cash  registers 
and  close  ties  to  its  own  roster  of  inde- 
pendent suppliers,  7-Eleven  can  come 
up  with  new  products  faster  than 
Coke— and  market-test  them  in  the  real 
world,  instead  of  with  polls  and  focus 
groups.  "We've  turned  the  tables,"  gloats 
7-Eleven  Chief  Executive  James  Keyes. 
"In  the  old  days  Coke  and  Pepsi  did  all 
the  marketing  and  research  and  we  sat 
back  and  waited  for  the  products.  Now 
we're  coming  up  with  the  products." 
Proof  Intrigued  by  the  rapid  rise  of 


Red  Bull,  a  caffeine- 
laced  "club  drink" 
from  Austria,  7-Eleven 
commissioned  a  sup- 
plier to  produce  a 
clone  called  Piranha. 
The  drink  is  sweeter 
than  Red  Bull,  to  ap- 
peal to  more  con- 
sumers— and  in  more 
ways  than  one:  Pi- 
ranha's gross  profit  margin  is  42%, 
compared  with  Red  Bull's  33%.  Time 
from  concept  to  launch:  60  days. 
7-Eleven  also  has  gone  after  the  bottled 
water  business;  it  has  strategically  placed 
its  Classic  Selection,  a  private  label,  next 
to  the  handles  of  its  refrigerated  cabi- 
nets. Priced  a  dime  below  the  competi- 
tion and  still  more  profitable  to  the  re- 
tailer, Classic  Selection  is  now  7-Eleven's 
most  popular  brand  of  water. 

Coke's  biggest  growth  opportunity 
is  overseas,  already  the  source  of  61%  of 
revenue  and  71%  of  operating  profit. 
Soft-drink  consumption  is  relatively  tiny 
in  developing  nations:  The  Chinese  av- 
erage 23  servings  a  year,  compared  with 
Germans'  344  and  Americans'  872.  But 
to  expand  sales  in  those  nations  Coke 
has  to  peddle  not  only  its  trademark 
brand  but  so-called  national  brands  its 
bottlers  acquire  or  develop  to  appeal  to 
regional  tastes.  That's  a  complex  job,  in- 
volving regional  pricing,  marketing  and 
advertising  decisions,  and  Coke's  recent 
performance  has  been  spotty. 

That  can  change — under  new  man- 
agement. Most  close  observers  of  Coke 
think  effective  control  of  the  company  is 
now  in  the  hands  of  a  triumvirate:  for- 
mer Coca-Cola  president  Keough  and 
board  members  Buffett  and  Allen.  That 
trio,  it  is  said,  has  its  eye  on  Steven 
Heyer,  a  recent  recruit  from  AOL  Time 
Warner's  Turner  Broadcasting  division 
brought  over  to  run  joint  ventures,  as 
the  next  chief  operating  officer. 

Leadership  is  just  one  part  of  any  se- 
cret formula.  Coca-Cola  must  still  figure 
out  a  global  ad  strategy  that  appeals  to 
the  wealthy  U.S.  consumer  and  the  Pak- 
istani farmer.  Waiting  until  next  year's 
Olympic  Games  for  a  new  campaign  may 
be  too  late — at  least  for  Doug  Daft.  F 
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Toxic  Avengers 

For  the  hard  work  of  informing  us  that  dentists 
and  fire  logs  cause  cancer,  lawyers  get  rich. 


BY  DOROTHY  POMERANTZ 

CLEVER  MONEYMAKING 
scheme:  Visit  any  doctor  or 
dentist  in  California.  If  you 
don't  see  signs  warning  you 
that  the  physician  is  using  po- 
tentially harmful  chemicals  as  defined  by 
the  state's  Proposition  65  (e.g.,  mercury 
fillings),  haul  him  into  court  and  de- 
mand $2,500  for  each  day  he  didn't  post 
the  warnings.  You  get  25%  of  the 
loot,  the  state  75%. 

Just  such  a  case  was  filed  by 
Morse  Mehrban,  a  Los  Angeles 
lawyer  who  has  made  Prop.  65 
litigation  into  an  art  form.  Just 
since  the  beginning  of  last  year 
Mehrban  has  filed  65  lawsuits 
against  everyone  from  7-Eleven 
to  Bausch  &  Lomb  for  misdeeds 
as  heinous  as  selling  artificial  fire 
logs  and  key-copying  machines. 

"I  am  a  bounty  hunter,  but 
that's  exactly  what  the  law  al- 
lows," brags  Mehrban,  attired  in 
a  T  shirt,  running  pants  and 
sneakers.  Mehrban's  Web  site 
trolls  for  plaintiffs,  informing 
them  that  they  simply  have  to 
bring  him  examples  of  businesses 
that  expose  "at  least  one  person" 
to  some  800  chemicals  deemed 
dangerous  by  the  law. 

Passed  by  voters  in  1986, 
Prop.  65  gives  any  gadfly  the  right 
to  sue  a  business  with  more  than 
ten  employees  for  exposing  even 
one  California  resident  to  a  potentially 
harmful  chemical  without  proper 
warning.  The  legislation  has  created 
such  absurdities  as  warnings  of  birth 
defects  from  lead  bullets. 

Is  anyone  trying  to  stop  this  non- 
sense? Governor  Gray  Davis  is  expected 
to  sign  a  bill  soon  that  will  force  plain- 
tiffs to  prove  that  their  cases  have  merit, 
and  judges  will  have  to  formally  ap- 
prove all  settlements.  "The  Attorney 


General  wanted  to  stop  cases  that  are 
really  just  brought  to  extract  settle- 
ments," says  Deputy  Attorney  General 
Edward  Weil.  But  the  reforms  are  un- 
likely to  rein  in  the  bounty  hunters,  says 
Robert  Falk,  a  Prop.  65  defense  attorney 
with  Morrison  &  Foerster  in  San  Fran- 
cisco who  has  crossed  swords  with 
Mehrban  and  others.  "It's  just  going  to 
add  to  the  cost  of  the  settlement,"  he 


says.  "It's  not  going  to  change  the  game 
at  all." 

Even  the  coauthor  of  the  voter  ini- 
tiative that  birthed  Prop.  65  concedes 
that  the  law  is  ready  for  reform.  "There 
have  been  cases  that  have  been  brought 
on  very  thin  factual  ground,"  says 
David  Roe,  then  as  now  a  lawyer  for 
Environmental  Defense. 

Mehrban  recently  sued  Stryker 
Corp.  for  failing  to  warn  patients  about 


nickel  that  could  potentially  leach  fro 
medical  implants.  It  turned  out  th 
Mehrban's  nickel  expert,  Mohamm 
A.  Al-Bayati,  is  a  former  University 
California,  Davis  researcher  with  ban 
any  background  in  nickel.  Rather,  h 
best  known  for  a  book  he  wrote  pi 
porting  to  prove  that  there  is  no  co 
nection  between  HIV  and  AIDS. 

"This  guy  was  worse  than  anyo 
you'll  ever  see  in  a  Prop.  65  case,"  ss 
defense  attorney  Jeffrey  Margulies 
Parker,  Milliken,  Clark,  O'Hara 
Samuelian.  The  company  settled  ar 
way  to  avoid  the  cost  of  a  trial.  Of  t 
hundreds  of  Prop.  65  cases  that  ha 
been  filed,  all  but  three  were  settled 
For  all  his  faults,  at  le; 
Mehrban  hasn't  been  accus 
of  ripping  off  his  clients.  Tr 
dubious  honor  goes  to  Cliffc 
Chanler,  a  New  Canaan,  Cor 
attorney  whose  firm  has  rak 
in  $2.5  million  in  Prop.  65  ; 
torneys'  fees  in  the  past 
months.  As  You  Sow,  a  S 
Francisco  nonprofit  group  tl 
was  cofounded  by  Chanler  a 
served  as  his  long-runni 
plaintiff  in  Prop.  65  cases,  su 
Chanler  in  January  1999  for 
million,   asserting  that 
had  kept  more  than  his  f 
share  of  settlements.  Chanle 
lawyer,  James  Boughey,  si 
the  suit  was  a  response 
Chanler  pushing  As  You  S 
for  $157,000  he  claims  th 
owed  him.  The  case  is  pendii 
The  accusation  hasn't  slow 
Chanler  down.  He  has  filed 
least  75  cases  this  year  on  ber 
of  his  new  client,  Mich 
DiPirro,  a  jazz  musician  who ; 
a  job  as  an  investigator  with  Chanle 
firm  while  dating  the  office  receptic 
ist.  Though  few  defense  attorneys  h; 
ever  seen  him,  DiPirro  has  become 
largest  individual  filer  of  Prop.  65  cat 
The  mysterious  plaintiff  even  sued 
fice-products  chain  Staples  for  sell 
urinal  deodorizer  blocks  and  uri 
screens. 

"You  asked  for  this,  people,"  sighs 
torney  Margulies.  "You  voted  for  it." 
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CIAL  ADVERTISING  SECTION 


BUSINESS  TRAVELER 

>p  Tips  for  the  Discerning  Traveler 


Business  travel  has  changed  dramatically 
in  recent  years,  and  that  has  corporate 
executives  groping  for  new  solutions  and 
fresh  approaches  to  their  lives  on  the  road. 

Life  on  the  road  these  past  five  years  has 
been  nothing  less  than  a  financial  and  psychic 
roller  coaster. 

Airfares  and  hotel  rates  skyrocketed  to  dizzying 
heights  and  now  are  tumbling  with  breathtaking 
speed.  A  record  number  of  hotels  have  opened 
around  the  world,  and  now  they  are  changing 
names,  concepts,  owners  and  service  propositions 
faster  than  business  travelers  can  dial  room  ser- 
vice. Wireless  phones  have  gone  from  brick-sized 
caprices  to  absolutely  essential  power  tools.  The 
Internet  may  be  a  bust  elsewhere,  but  the  Web 
has  become  a  crucial  communications  medium  for 
executive  travelers.  Some  airlines  have  introduced 
a  fourth  class  of  service  and  wedged  it  in  between 
the  business  and  coach  cabins,  while  other  carri- 
ers have  eliminated  their  first-class  sections  and 
settled  on  a  two-class  configuration. 

All  these  changes  leave  executive  travelers  grop- 
ing for  solutions  to  basic  day-to-day  travel  problems 
such  as  which  high-tech  tools  to  carry  and  which 
airlines  offer  the  best  and  most  reliable  service. 
Whiie  flight  delays  wreck  their  schedules  and  air- 
port construction  creates  a  phalanx  of  problems, 
corporate  travelers  are  struggling  to  adjust  to  an 
ever-changing  series  of  "new"  realities. 


So  the  question  is:  What  works  today  for  busi- 
ness travelers  looking  to  maximize  their  time  and 
productivity  on  the  road?  Which  tools  and  tips  will 
yield  profit  and  comfort,  and  which  time-honored 
tips  need  to  be  jettisoned  in  this  new  era  of  busi- 
ness on  the  fly? 

The  answers,  at  least  in  part,  appear  on  the  fol- 
lowing pages.  They  are  educated  assessments 
based  on  road-tested  approaches  to  modern  busi- 
ness travel.  Through  all  the  pitfalls  and  problems, 
these  suggestions  should  make  your  life  on  the 
road  more  productive  and  less  stressful,  more 
profitable  and  less  irksome. 


The  cast  of  "Survivor" 
may  have  had  their  struggles 
with  one  another  on  the  beautifully 
exotic  Malaysian  island  of  PulauTiga.  But 
thanks  to  Malaysia  Airlines,  their  trips  to 
and  from  were  much  more  harmonious. 
Malaysia  Airlines  is  Southeast  Asia's  largest 
airline  and  one  of  the  world's  premier 
international  carriers.  Our  vast  global 
network  and  fleet  of  the  most 
technologically  advanced  jetliners 


1 


in  the  sky  serve  more  than  110  cities 
across  six  continents.  Fly  with  us  and 
experience  the  genuine  warmth  and 
hospitality  that  helped  us  win  "The  Best 
Business  Class  Cabin  Service"*  category 
in  Condi  Nast  Traveler's  2000  Business 
Traveler's  Survey.  You'll  quickly  understand 
why  everyone  on  "Survivor"  came  home 
very,  very  happy.  For  more  information, 
call  your  travel  agent  or  Malaysia 
Airlines  at  (800)  552-9264. 


i 

W 


AIRLINE: 

www.malaysiaairlines.con> 


'Cabin  service  was  one  of  six  criteria  measured  in  this  survey.  ©2001  Malaysia  Airlines.  Partners  in  Northwest  Airlines'  WorldPerks'  and  Delta  SkyMiles'  frequent  flyer  pro 


liriines 

0  for  the  Upgrade 

It  is  impossible  to  work  in  coach  class 

1  most  airlines.  Executive  travelers  need 
)  be  in  business  class  or  first  class  in 
der  to  get  any  work  done  while  in  flight, 
rlines  award  upgrades  infrequently,  but 
j  ;veral  carriers  have  formalized  the  pro- 
Lams.  At  Northwest,  executives  who  pay 
Ill-fare  coach  and  connect  through  the 
f  line's  hubs  at  Memphis,  Detroit  or  Min- 
neapolis can  confirm  a  seat  in  domestic 
st  class  when  they  book.  The  upgrade 
ogram  offered  by  Malaysia  Airlines  is 
en  more  impressive.  Pay  full-fare  coach 
>m  Los  Angeles  or  Newark  and  you'll  be 
k>ked  in  Malaysia's  sumptuous  Golden 
ub  Class  business  service  on  flights  to 
kyo,  Taipei,  Dubai  or  the  Malaysian  cap- 
I  of  Kuala  Lumpur.  Book  Malaysia's 
siness-class  fare  and  you'll  be  con- 
ned in  first  class,  which  means  long- 
ul  flying  in  plush,  wide  sleeper  seats 
uipped  with  reading  lamps  and  laptop 
wer  outlets. 

Hange  Airports 

llThe  big  hub  airports  such  as  Chica- 
IJ/O'Hare  and  Dallas/Fort  Worth  are  fine 
II  if  you  are  changing  planes  to  go  some- 
Itiere  else.  But  if  your  goal  is  to  get  to  or 
film  a  major  business  center,  why  use 
II  most  crowded  airport?  You  get  better 
■If  vice  if  you  avoid  the  big  transit  hub  and 
p  that  city's  smaller  and  more  efficient 
;  igin  and  destination"  airport.  Chicago- 
jund  travelers  avoid  the  transferring 
!  wds  at  O'Hare  when  they  use  Midway 
•(port.  New  York-bound  travelers  have  a 
ead  of  options  besides  LaGuardia  and 
ilnnedy.  White  Plains  airport  serves  the 
lijstchester  suburbs,  Newark  handles 
jiw  Jersey,  and  Islip  is  a  better  choice  for 
!  /elers  headed  to  businesses  in  Nassau 


or  Suffolk  counties.  Similarly,  Los  Angeles 
travelers  have  at  least  four  options 
besides  Los  Angeles  International;  these 
include  Orange  County/John  Wayne, 
Long  Beach,  Burbank  and  even  Ontario, 
which  serves  the  fast-growing  "Inland 
Empire"  of  Southern  California.  Houston's 
Hobby  airport  is  less  crowded  and  closer 
to  the  city  than  Houston/Intercontinental. 
Oakland  airport  is  less  crowded  than  San 
Francisco  International  and  isn't  clogged 
with  travelers  connecting  to  flights 
headed  to  Asia. 

Ask  for  Extra  Perks 

The  better  the  airline,  the  more  perks 
they  offer  discerning  executive  travelers. 
Ask  what  extras  your  carrier  will  provide 
when  you  travel  in  their  premium-class 
cabin.  Virgin  Atlantic,  for  example,  offers 
the  sybaritic  Revivals  arrivals  lounge  at  its 
hub  at  London/Heathrow.  Revivals  offers 
lavish  shower  rooms,  valet  services,  spa 
treatments  and  meals,  snacks  and  bever- 
ages. Malaysia  Airlines  offers  every  first- 
and  business-class  passenger  compli- 
mentary personal  chauffeur  service  within 
40  miles  of  the  North  American  airport 
where  the  flight  originates. 

Use  Your  Head,  Use  Your  Phone 

With  airlines  delaying  and  canceling 
record  numbers  of  flights,  airport  ticket 
counters  and  service  desks  are  often 
deluged  with  travelers  attempting  to 
rewrite  tickets  and  change  their  travel 
plans.  Use  your  head  and  avoid  the 
maddening  airport  crowds  by  using 
your  wireless  phone.  Program  the  toll- 
free  reservation  numbers  of  the  airlines 
you  fly  most  frequently  into  the 
phone's  speed-dialing  positions.  When 
you  are  affected  by  a  delay  or  cancella- 


flying.  The  telephone  agents  can  do 
whatever  the  airport  ticket-counter 
agents  can  do,  and  the  phone  agents 
aren't  trying  to  handle  a  horde  of 
unhappy  customers  demanding  imme- 
diate attention. 

Join  the  Clubs 

The  single  best  investment  executive 
travelers  can  make  to  ease  their  travel 
stress  is  to  belong  to  one  or  more  net- 
works of  airport  club  lounges.  Every 
major  carrier  sponsors  a  lounge  program, 
and  the  private  clubs  are  comparatively 
tranquil  oases  in  the  heart  of  the  airport 
frenzy.  The  clubs  offer  everything  you 
need  to  work  —  desks,  telephones,  dat- 
aports,  power  receptacles  and  even  con- 
ference rooms  —  while  waiting  at  the  air- 
port. Depending  on  the  airline,  club 
memberships  cost  $200  to  $500  a  year. 
And  if  your  travels  take  you  around  the 
globe,  consider  Priority  Pass  (www.prior- 
itypass.com).  For  $300  a  year,  your  Prior- 
ity Pass  membership  gives  you  compli- 
mentary access  to  more  than  300  private 
clubs  at  airports  around  the  world. 


Only  .39  inches  thin,  and  so  light  (2.29  ounces).  Don't  be  footed  by  the  thin  design.  It's 
magnesium  faceplate  ensures  that  it's  as  durable  as  it  is  lightweight.  Personalize  your 
SANYO  SCP-6000  with  downloadable  pictures  and  ringers.  You'll  have  one-touch  web 
access  and  the  ability  to  screen  calls  just  like  on  your  answering  machine.  The  SANYO 
SCP-6000— The  fusion  of  strength  and  elegance.  . 

Available  exclusively  at  Sprint3  stores  in  over  300  metropolitan  areas  nationwide. 
On  the  web  at  www.sprintpcs.com/sanyo  or  1.800.480.4PCS. 

SAiYO  ^Sprint  Sprint  PCS 

n/v  \/s/  n/v  .  sprintpcs  .  c  o  m  /  s  sl  m  y  o 
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ifels 


iloit  the  Loyalty  Programs 

lotel  frequent-stay  plans  don't  receive 
publicity  that  frequent-flyer  plans  gen- 
te,  but  they  are  often  richer  and  more 
Dorate  than  their  airline  counterparts, 
s  major  worldwide  lodging  chains  — 
riott,  Starwood,  Hyatt,  Hilton  and  Hol- 
i  Inn/Inter-Continental  —  all  operate 
ptanding  loyalty  plans.  They  are  free 
offer  a  startling  array  of  perks,  as  well 
sxtraordinary  opportunities  to  earn 
;  hotel  and  resort  stays.  Hilton 
Dnors,  for  instance,  offers  all  mem- 
5  a  dedicated  reservation  service, 
edited  check-in  and  express  checkout, 
newspapers  and  an  HHonors  guest 
lager  at  each  hotel.  Members  reach 
status  after  just  four  stays  in  any  of 
more  than  2,000  participating  prop- 
s  (including  the  Hilton,  Conrad,  Dou- 
ree,  Embassy  Suites,  Hampton  and 
lewood  brands).  Best  of  all,  HHonors 
nbers  can  "double  dip,"  which  means 
receive  HHonors  points  and  airline 
uent-flyer  miles  for  each  stay. 

k  the  Right  Segment 

vvy  travelers  understand  that  the 
ing  industry  has  segmented  its 
ucts  far  beyond  the  simple  hotel  or 
I  equation.  Chains  such  as  Marriott 
Hilton  have  built  up  to  a  dozen  sep- 
lodging  brands,  and  each  one 
s  distinctive  services,  amenities  and 
types.  Choosing  the  right  seg- 
t  helps  executive  travelers  get  the 
for  their  lodging  dollars.  For  exam- 
all-suite  brands  such  as  Embassy 
;s  offer  travelers  more  personal 
e  (as  well  as  free  breakfast  and 
ing  cocktails)  but  eliminate  unnec- 
ry  frills  such  as  restaurants,  room 
ice  or  meeting  or  banquet  spaces. 


Extended-stay  properties 
such  as  Residence  Inn  or 
Homewood  Suites  offer 
apartment-style  living,  com- 
plete with  kitchens,  for  trips 
when  executives  need  to 
be  in  one  location  for  more 
than  just  a  night  or  two. 
Super-deluxe  properties 
such  as  Ritz-Carlton  or 
Conrad  offer  all  the  tradi- 
tional hotel  amenities  and 
the  grandest  surroundings. 
At  the  other  end  of  the 
scale,  limited-service  oper- 
ations such  as  Courtyard  by 
Marriott  or  Hilton  Garden 
Inn  focus  on  the  needs  of  individuals 
who  require  specific  services  but  are 
traveling  on  a  budget. 

Find  the  Best  Locations 

The  old  axiom  about  which  factors 
lead  travelers  to  choose  a  particular 
hotel  —  location,  location,  location  —  is 
still  largely  true.  But  the  top  tier  of  exec- 
utive travelers  needs  more  than  just 
location.  They  need  the  best  locations 
and  best  hotels,  the  ones  that  offer 
everything  and  prestigious  surroundings 
and  accoutrements.  Properties  such  as 
The  Broadmoor  in  Colorado  Springs  are 
perfect  examples  of  lodging  experi- 
ences that  offer  whatever  a  discerning 
corporate  executive  needs.  The  3,000- 
acre  resort  encompasses  nearly  600 
rooms,  more  than  100  suites  and  a 
seemingly  endless  spread  of  services 
and  amenities.  These  include  three  18- 
hole  golf  courses,  a  tennis  club  with  12 
courts,  11  restaurants  and  lounges,  a 
lavish  new  spa  and  fitness  center,  more 
than  100,000  square  feet  of  meeting 


The  Broadmoor  in  Colorado  Springs 


space  and  even  an  on-site  florist  and 
first-run  movie  theater. 

Work  the  Airport  Hotels 

Executive  travelers  are  doing  more 
day  trips  to  key  business  destinations, 
and  they  accomplish  this  feat  of  time 
and  space  compression  by  taking  the 
earliest  morning  flight  and  returning  on 
the  last  night  flight.  If  you're  doing  more 
day  trips,  consider  expanding  your 
workday  by  scheduling  all  your  business 
at  an  airport  hotel  in  your  destination 
city.  Working  from  the  airport  allows 
you  to  save  precious  time  by  eliminat- 
ing the  commute  to  and  from  the  city 
you  are  visiting.  That  could  add  as  much 
as  two  or  three  hours  to  your  workday. 
You'd  be  surprised  at  the  facilities 
offered  by  modern  airport  hotels.  The 
best  properties,  such  as  the  Hilton  at 
Boston's  Logan  Airport,  have  excellent 
meeting  and  conference  space,  fitness 
centers,  good  restaurants  and  lounges, 
and  just  about  anything  else  you  need 
to  conduct  business. 


fonus  points  »#t^ 


3\ 


Right  now  you  can  earn  twice  the  miles  plus  1,000  hotel  bonus  points  per  stay  September  1  through  November  15, 


VISA 


Earn  1,000  HHonors 
bonus  points  for  each 
stay  when  you  pay 
with  your  Visa®  card. 


Hilton  HHonors*  is  the  only  hotel  program  that  lets  you  earn  both  hotel  points  and  airline  miles  for  the  sam 
We  call  this  Double  Dipping?  And  now,  your  first  Double  Dip1  stay  between  September  1  and  Novemb 
200 1 ,  qualifies  you  to  earn  double  airline  miles  at  any  H  Honors  hotel  worldwide  on  every  additional  Doub 
stay  during  the  promotion  period.  Plus,  when  you  pay  for  those  additional  stays  with  your  Visa  card,  yo 
earn  1,000  HHonors  bonus  points  per  stay.  That's  in  addition  to  the  HHonors  points  you  normally  earn  fa 
stays.  So,  get  ready  to  start  earning  a  free  vacation  faster.  For  more  information,  to  enroll  in  Hilton  HHor 
to  make  reservations,  visit  us  at  hiltonhhonors.com,  call  your  professional  travel  agent  or  1-800-HHOrv 

Hilton  HHonors' 


DoubleTree- 


S  Y  SUITE! 
ITEIS' 


Hilton 


Members  of  the  Hilton  Family  of  Hoteb 

Receive  an  additional  1,000  HHonors  bonus  points  by  enrolling  online  at  hiltonhhonors.com. 

A  Doubie  Dip  is  a  stay  for  which  HHonors  members  earn  both  Points  &  Miles™  at  Hilton  HHonors  hotels.  You  must  be  an  HHonors  member  to  Double  Dip.  One  Double  Dip  stay  during  the  promotion  qualifies  membe 
double  miles  for  successive  Double  Dip  stays.  To  earn  1,000  HHonors  bonus  points  for  each  additional  Double  Dip  stay,  payment  must  be  made  with  a  Visa  card.  Offer  valid  from  9/1/01  to 
Hilton  HHonors  membership,  earning  of  Points  &  Miles?  and  redemption  of  points  are  subject  to  HHonors  Terms  and  Conditions.  Online  enrollment  bonus  offered  through  December  31 . 2001  ©2001  Hilton  HHonors  V 
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ligh-tech 

Bcognize  the  Obvious 

More  than  anything  else  executive  trav- 
3rs  may  now  carry,  wireless  phones  are 
e  most  important  tool  for  keeping  in 
uch  while  on  the  road.  So  recognize  the 
ivious:The  better  your  phone,  the  better 
'U  can  do  your  business  while  traveling. 
ie  Sanyo  SCP-5000,  for  example,  boasts 
2-inch,  full-color  screen.  That  makes  it 
sier  than  ever  to  do  what  the  best  wire- 
3S  phones  can  do:  send  and  receive  e- 
ail,  surf  the  Web  and  even  download  dig- 
I  color  images.  On  the  Sanyo  SCP-5000, 
Dse  images  could  be  photos,  catalog 
hes  or  anything  the  executive  traveler 
eds  to  work  on  the  road.  It  sells  for 
99.99  at  Sprint  stores  and  other  retail- 
s  selling  Sprint  service.  Another  Sanyo 
one,  the  SCP-6000,  is  incredibly  thin: 


just  .39  inches  deep,  5  inches  high  and  1.5 
inches  wide.  It  sells  for  $299.99  at  Sprint 
stores  and  other  Sprint  retailers. 

Get  the  Right  Calling  Plan 

Since  wireless  phones  now  dominate 
life  on  the  road,  choosing  the  right  calling 
plan  is  crucial.  For  virtually  all  business 
travelers,  that  means  a  nationwide  plan 
that  offers  "anytime/anywhere"  minutes 
without  time  restrictions,  long-distance 
fees  or  roaming  charges.  The  nationwide 
plans  come  in  manageable  sizes  from  all 
the  major  wireless-service  firms.  The  Cin- 
gular  Nation  plan,  for  example,  offers 
prices  as  low  as  $29.99  for  100  minutes 
of  calls  per  month.  The  top  plan  includes 
1 ,500  minutes  of  anytime/anywhere  call- 
ing for  $149.99. 


A  Renaissance  In  The  Rockies. 


The  Broadmoor  Redefines  Magnificence. 

fter  over  80  years  reigning  as  the  height  of  grandeur,  The  Broadmoor  redefines 
r.elf  with  a  stunning  restoration  throughout  the  resort.  Although  you  will  discover 
,any  exciting  new  experiences,  as  always,  you'll  enjoy  tempting  fine  dining,  our 
\vard-winning  Spa  and  salon,  sophisticated  shopping,  endless  recreation  including 
>  holes  of  championship  golf  and  tennis,  and  the  convenience  of  116,000  square 
let  of  meeting  space — all  with  the  gracious  spirit  of  tradition  that  keeps 
\ie  Broadmoor  at  the  pinnacle  of  magnificence. 

[>r  reservations,  please  call  S00-6^4r-//22. 


COLORADO  SPRINGS 


Visit  our  Web  site  at  www.broadtnoor.com 


Lighten  the  Laptop  Load 

The  heaviest  thing  most  executive  trav- 
elers carry  on  the  road  today  is  their  laptop 
bag.  It  is  stuffed  to  overflowing  with 
drives,  cables,  converters  and  other  detri- 
tus of  today's  high-tech  lifestyle.  How  do 
you  lighten  the  load?  Most  modern  lap- 
tops offer  internal  swappable  or  external 
drives,  so  make  sure  you  carry  only  the 
drives  you'll  actually  use.  Do  you  really 
need  that  CD-ROM?  Or  the  floppy  drive? 
Is  that  DVD  drive  really  necessary  on  this 
trip?  Leaving  home  the  excess  drives  will 
shave  crucial  pounds  off  the  weight  of 
your  laptop  bag.  And  your  shoulders  will 
thank  you  for  it. 


Heretical  as  it  sounds,  some  executive 
travelers  have  simplified  their  lives  on  the 
road  by  leaving  excess  technology  at 
home.  Maybe  you  don't  need  to  carry  that 
pager  or  laptop  on  every  trip.  After  ail, 
most  good  hotels  offer  a  business  center 
with  computers  capable  of  surfing  the 
Internet.  Malaysia  Airlines  even  offers  a 
Business  Center  in  the  Sky,  and  it  comes 
equipped  with  a  multimedia  computer, 
printer  and  fax  machines  —  even  satellite 
telephones.  And  if  you  use  your  laptop  pri- 
marily for  e-mail,  consider  ditching  it  for  a 
RIM  Wireless  handheld  device  that  uses 
the  Cingular  Interactive  system.  It  permits 
wireless  e-mail  from  Blackberry  and  offers 
the  ability  to  manage  Microsoft  Exchange 
or  Lotus  Notes-based  corporate  e-mail. 
If  you  would  like  more  information,  con- 
sult the  Cingular  Interactive  Web  site 
(www.cingularinteractive.com).  H 

Joe  Brancatelli  writes  two  weekly 
columns  for  biztravel.com,  an  Internet 
site  for  business  travelers.  He  can  be 
reached  at  jabrancatelli@cs.com. 


ours  away  from  the  office.  Seconds  away  from  e-ma 


Introducing  Corporate  E-mail  PLUS. 
The  way  wireless  e-mail  should  be. 

It's  what  your  employees  need  to  be  truly  productive.  So  give  it 
to  them — with  the  only  solution  that  combines  the  security  of 
wireless  corporate  e-mail  from  BlackBerry™  and  the  speed  of 
Interactive  Messaging  PLUS.  So  now  your  employees  can 
communicate  and  share  information  wherever  and  whenever 
they  need  to.*  Isn't  it  about  time  you  found  the  wireless  solution 
that  does  more  for  your  business? 

Cingular  Interactive,  a  business  unit  of  Cingular  Wireless,  offers  a 
range  of  proven  wireless  data  solutions  including  Corporate  E-mail  PLUS. 
Call  1-877-826-2753  or  visit  cingularinteractive.com/ce32  to  find  out  how 
we  can  help  your  business  today. 


BLACKBERRY 


V  I  R  t  t  t  S  S    t  M  A 


Cingular  Interactive  is  a  business  unit  of  Cingular  Wireless,  a  joint  venture  of  eleven  companies  including  SBC  and  BellSouth. 

'Coverage  available  in  more  than  93%  of  U.S.  urban  business  population  ©2001  Cingular  Interactive,  LP  All  rights  reserved.  Cingular  and 
the  Cingular  logo  are  service  marks  of  Cingular  Wireless  LLC  RIM,  the  RIM  logo,  BlackBerry,  the  BlackBerry  logo  and  the  "envelope  in 
motion"  symbol  are  trademarks  of  Research  In  Motion  Limited — used  by  permission. 
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What  do  you  have  to  say' 


f  he  Phoenix  Play 

bu  take  big  risks  investing  in  distressed 
ompanies.  And  every  now  and  then  you  get  a  huge 
ayoff,  as  the  NextWave  saga  demonstrates. 


effigy 

mm 


|  PHYLLIS  BERMAN 

l     m  EXTWAVE  LOOKED  LIKE  A 
I  goner  after  bidding  $4.5  bil- 
'^^1  lion  for  wireless  licenses  at  a 
federal  spectrum  auction  and 
I  then,  unable  to  come  up  with 

j;  money,  filing  for  bankruptcy  in 
?7.  Steven  Van  Dyke  and  Douglas 
jtelbaum  thought  otherwise.  The  two 
n  Bay  Harbour  Investments,  a  New 
Ij  k  City  firm  that  specializes  in  dis- 
used securities. 

The  middle  and  late  1990s  had  been 
icult  times  for  buyers  of  distressed 
urities,  Bay  Harbour  included.  Bay 
!|rbour,  which  had  $400  million  under 
nagement  at  the  time,  boasted  a  ten- 
r  compound  annual  return  of  20% 
:>ugh  1998,  but  the  most  recent  years 
yen't  very  good.  The  bull  market  was 
ising  it  by.  Clients  were  walking  away, 
p  NextWave  gamble  was  a  long  shot. 
Van  Dyke  had  gotten  into  distressed 
jesting  in  1985  with  $10  million 
jier  management.  In  1996  Sir  John 


Templeton,  the  famous  mutual  fund 
manager,  became  a  10%  owner  of  Bay 
Harbour.  That  same  year  Teitelbaum 
joined  Van  Dyke. 

The  two  partners  got  into  Next- 
Wave  in  a  big  way  just  before  the  bank- 
ruptcy filing  with  a  $5  million  loan  to 
the  company,  secured  by  tangible  assets 
and  convertible  into  12  million  shares. 
The  firm  continued  investing  by  partic- 
ipating in  a  bridge  loan  and  buying  up 
common  that  was  being  dumped  at  25 
cents  in  1998.  By  the  end  of  this  process 
Bay  Harbour  controlled  21  million 
shares,  or  7%  of  Next  Wave's  common. 

"We  thought  that  the  spectrum  was 
worth  much  more  than  the  market  was 
valuing  it  at,"  says  Van  Dyke.  "We  bet 
that  we  understood  the  bankruptcy 
process  and  that  the  process  would  pro- 
tect NextWave  from  having  its  licenses 
confiscated  by  the  FCC." 

Bay  Harbour  was  in  so  deep  that  it 
ceased  to  be  a  passive  investor.  Teitel- 
baum made  more  than  50  trips  to 


Washington,  D.C.  over  the  next  few 
years,  turning  Bay  Harbour  into  a  de 
facto  lobbying  firm.  Between  June  1999 
and  June  2001  Bay  Harbour  put  in  an- 
other $2  million  (in  out-of-pocket  ex- 
penses) to  cover  NextWave's  legal  bills. 

Disaster  struck.  In  January  2000  the 
FCC  repossessed  NextWave's  spectrum 
and  this  past  January  auctioned  it  off 
again  for  $15.7  billion  to  a  group  that 
included  Verizon  Wireless  and  Voice- 
Stream  Wireless. 

In  principle  NextWave  was  worth  a 
fortune — the  difference  between  its 
$4.5  billion  bid  and  the  $15.7  billion 
that  its  sliver  of  spectrum  would  be 
worth  on  the  open  market.  In  reality  it 
was  close  to  being  wiped  out. 

Teitelbaum  came  up  with  the  idea  of 
hiring  lawyer  Theodore  B.  Olson,  now 
U.S.  Solicitor  General,  to  represent 
NextWave  before  the  U.S.  Court  of  Ap- 
peals. Olson  is  the  same  top  lawyer  who 
represented  George  W.  Bush  before  the 
Supreme  Court  on  the  issue  of  the 
Florida  recount  (and  who  lost  his  wife 
in  the  Sept.  1 1  ter- 
Steven  Van  Dyke  rorist  attacks).  In 
finally  has  something  June)  after  Olson's 
to  smile  about. 

vigorous  argu- 
ments, the  Court  of  Appeals  ruled  that 
the  FCC  had  violated  bankruptcy  law 
when  it  canceled  NextWave's  licenses. 
Suddenly  those  NextWave  shares  that 
Bay  Harbour  bought  for  as  little  as  25 
cents  each  were  trading  at  $10. 

NextWave  filed  a  third  reorganiza- 
tion plan,  proposing  to  raise  new  capital 
to  build  a  new  wireless  network.  Soon 
enough,  the  established  wireless  players 
and  the  FCC  came  to  the  table  with  a  set- 
tlement deal  in  which  the  FCC  would  get 
$10  billion  for  the  contested  spectrum 
and  NextWave  would  walk  away  with 
between  $5  billion  and  $7  billion.  With  a 
projected  $16-a-share  value  on  the  set- 
tlement, Bay  Harbour  seems  to  have 
turned  $20  million  into  $336  million. 

The  clients  are  pouring  in.  Van 
Dyke  and  Teitelbaum  have  $700  mil- 
lion to  play  with  now — just  when  the 
economy  is  falling  apart  and  distressed 
securities  are  cropping  up  everywhere. 
"I've  been  waiting  for  times  like  these 
for  nearly  a  decade,"  says  Van  Dyke.  F 
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lolumbia  University  was  bedeviled  by  riots 
nd  protests  during  the  late  1960s.  Could  that 
aradoxically  explain  why  its  business  school 
lass  of  1969  produced  so  many  winners? 


i  CECILY  J.  FLUKE 
I^OLUMBIA  UNIVERSITY,  ON  THE 
Upper  West  Side  of  Manhattan, 
)M  hardly  lacks  for  big-name  gradu- 
es  from  its  business  school.  Two  fa- 
ous  investors  went  there:  Warren  Buf- 
tt  (class  of  '51)  and  Mario  Gabelli 
67).  Benjamin  Graham  and  David 
odd,  the  architects  of  value  investing, 
ught  there  from  the  1920s  through 
e  1950s,  helping  to  give  the  85-year- 
d  institution  a  reputation  as  one  of 
e  country's  best  places  to  study  in- 
stment  theory. 

In  our  biennial  ranking  of  business 
hools  Columbia  scores  high  in  bang- 
r-the-buck,  as  well  {see  p.  92).  Our 
nking  compares  the  cost  of  getting 
i  M.B.A.,  in  foregone  income  and  in 
ition,  with  the  rewards,  in  salary 
ins.  Columbia  ranked  third,  with  a 
edian  five-year  gain  on  investment 
$136,000  for  its  1996  graduates. 
For  a  historical  view  we  took  a  look 
Columbia's  class  of  1969.  It  would  be 
rd  to  find  a  class  at  any  business 
100I  more  successful  than  this  one, 
th  grads  who  went  on  to  achieve  suc- 
>s  as  financiers,  entrepreneurs  and 
ief  executives  of  such  companies  as 
•neral  Mills,  Coach  and  Simon  & 
luster.  People  like  Henry  Kravis,  Max 
apman,  Erskine  Bowles,  J.T.  Batten- 
g  III  and  Lew  Frankfort. 
What's  especially  intriguing  about 
s  class  is  that  it  collected  its  sheep- 
ns  just  as  antiwar  protests  were  peak- 
;.  And  no  campus  was  more  chaotic 
n  Columbia  University,  where  pra- 
ters took  over  several  buildings,  in- 
ding  the  dean's  office.  Yet  to  a  large 
eree  the  students  succeeded — not  de- 
te  the  turmoil,  but  because  of  it.  Re- 
s  J.T.  Battenberg,  now  chief  execu- 
:  of  Delphi  Automotive,  the  world's 
>est  auto  parts  maker:  "It  was  a  tu- 
ltuous  time  on  campus,  but  it  made 


us  all  focus  more  dramatically  on  why 
we  were  in  school  and  what  we  were 
going  to  do  with  our  lives." 

Indeed,  at  one  point  during  the 
protests  in  1968  business  school  stu- 
dents formed  a  line  of  defense  around 
the  entrance  to  their  school  to  deter  ri- 
oters. Says  Meyer  Feldberg,  who  gradu- 

Big  Men  on  Campus 


Just  a  few  Columbia  B-school  grads 
who  went  on  to  successful  careers 
as  financiers,  corporate  executives 
and  entrepreneurs. 

Partner  


Kohlberg  Kravis 
Roberts 

A  power  in  the 
LBO  world,  Kravis 
helped  found  KKR. 
Makes  Forbes  400 
with  a  net  worth 
of  $1.4  billion. 


Partner 


Forstmann,  Little 

Chief  of  staff 
under  Clinton  after 
serving  as  head  of 
Small  Business 
Administration. 


Chief  Executive 
Delphi  Automotive 
Systems 

He  worked  his  way 
up  at  GM  before 
taking  over  the 
spun-off  parts 
maker. 


Chief  Executive 
Coach 

Built  Coach  into 
a  $600  million 
company  and  led 
the  bag  retailer 
through  a 
successful  IPO 
in  October  2000. 


ated  from  the  B-school  in  1965  and  has 
been  dean  since  1989:  "They  really 
knew  why  they  were  here  and  what  they 
wanted  to  get  out  of  it." 

They  picked  Columbia  for  its  fi- 
nance curriculum,  its  international  di- 
versity, its  proximity  to  the  headquar- 
ters of  big  corporations  where  they 
were  hoping  to  get  summer  jobs  and  its 
proximity  to  Wall  Street.  Many  of  the 
successful  graduates  are  in  finance  and 
first  made  it  big  during  the  leveraged- 
buyout  boom  of  the  1 980s. 

Noteworthy  alumnus:  Henry 
Kravis,  the  king  of  leveraged  buyouts 
and  founder  of  the  investment  firm 
Kohlberg  Kravis  Roberts.  With  an  esti- 
mated net  worth  of  $1.4  billion,  Kravis 
is  158  on  The  Forbes  400  (FORBES, 
Oct.  8).  Recalls  Feldberg,  "When  I  think 
of  Henry,  I  think  how  alien  it  is  to  his 
personality  to  not  want  to  make  it  on 
his  own." 

The  Columbia  network  worked  well 
for  Kravis.  Charles  Perrin,  a  classmate 
of  his,  was  president  of  Duracell's  U.S. 
operations  when  Kravis  took  the  $1.2 
billion  battery  company  private  in 
1988.  Perrin  was  later  promoted  to 
chief  executive. 

David  De  Leeuw  puts  it  this  way: 
"Our  class — it's  full  of  entrepreneurs. 
We  all  take  risks — on  people,  on  busi- 
ness, on  capital  structure."  De  Leeuw 
began  his  career  as  an  investment 
banker  at  Paine  Webber  and  later  went 
to  Citibank  in  1978,  where  he  managed 
the  LBO  unit.  But  he  left  Citibank  in 
1984  to  start  McCown,  De  Leeuw  & 
Co.,  now  a  private  equity  firm  with  $1.2 
billion  in  capital. 

Surrounded  by  all  those  bright  stu- 
dents, Max  Chapman  learned  to  han- 
dle competition  at  Columbia.  After 
graduating,  he  went  to  work  at  Kidder, 
Peabody  &  Co.  where  he  created  the 
firm's  financial  futures  department 
and  cofounded  its  high-yield  bond 
group.  Chapman  was  promoted  to 
president  of  Kidder  in  1986  when  it 
was  acquired  by  General  Electric.  He 
joined  Nomura  Securities  and  served 
as  cochairman  of  U.S.  operations  in 
1989  until  leaving  to  manage  his  fam- 
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Ranking  the  B-Schools 


The  Fruits  of  an  M  B  A,  at  a  Large 


Lr1 


The  Best  Bang 
for  the  Buck 

Is  a  business  school  degree  worth  the 
considerable  investment?  Our  ranking 
will  help  you  make  that  determination 
by  comparing  the  cost  of  attaining  an 
M.B.A.— foregone  income  and  tuition— 
to  the  prospect  of  a  bigger  salary.  In 
short,  our  study  shows  which  schools 
offer  the  best  return  on  your  investment. 

Not  surprisingly,  schools  with  strong 
finance  programs  dominated  the  top  of 
our  rankings.  Best  example:  Harvard, 
which  remains  our  top  school  with  a  five- 
year  M.B.A.  gain  of  $162,000.  With  the 
meltdown  among  Internet  firms,  the  top 
California  schools— Stanford,  UCLA  and 
Berkeley— fell  in  our  rankings.  For  the  top 
25  schools  the  median  five-year  M.B.A. 
gain  was  $85,000  for  the  class  of  1996. 
Of  course  the  value  of  an  M.B.A.  will  last 
well  beyond  five  years. 

We  separated  the  schools  into  two 
lists:  The  table  at  right  includes  the  elite  schools  where  the  cost 
was  over  $95,000  for  two  years  of  tuition  and  two  years  of  fore- 
gone salary.  Most  of  these  schools  are  national  in  scope  and 
compete  against  each  other  for  students.  Correspondingly,  the 


These  are  regarded  as  the  nation's  top,  and  most  expensive,  business  schools. 


5  YEAR  MBA  GAIN 

YEARS 

CLASS  OF  96  SALARY 

CLASS  OF 

total' 

as%of 

to  break 

pre-MBA 

2000 

tuition1  I 

Rank 

School 

($ttiou)  expenses2 

even 

(Sthou) 

(Sthou) 

(Sthou)  1 

Harvard 

■  1 0 1  veil  u 

$162 

115% 

2.6 

$48 

$195 

$57 

2 

Ppnn^vlvania  (Whartnn) 

i  ciiii i>y i Toino  i  una  ujiif 

142 

107 

2.9 

45 

188 

58 

3 

Cnliimhia 

WUIUIIIUICI 

136 

102 

3.0 

45 

202 

60 

4 

llartmniith  (Turk) 

um  IIIIUUIII  ^ 

119 

87 

3.0 

47 

166 

59 

5 

VIIIMlgV 

103 

79 

3.2 

43 

170 

60 

6 

Yale 

97  90 

3.0 

38 

130 

57 

7 

Cornell  f.lnhn^nn) 

93 

84 

2.9 

35 

118 

57 

MIT  (Sloan) 

92 

61 

3.4 

50 

180 

60 

g 

Northwestern  (KpIIopp) 

92 

68 

3.3 

47 

150 

59 

10 

Stanford 

WMW IUI  u 

91 

66 

3.3 

50 

150 

60 

Duke  iFuniia) 

90 

74 

3.2 

36 

132 

58 

12 

UCLA  (Anderson) 

96 

74 

3.3 

48 

150 

45 

13 

Virginia  (Darden) 

65 

77 

3.2 

40 

135 

50 

14 

Carnegie  Mellon 

62  68 

3.4 

38 

135 

55 

15 

UC  Berkeley  (Haas) 

WW  WVI  nvlwj    ,  1  1  Cl CJOy 

74 

65 

3.4 

47 

136 

42 

16 

UNC  (Kenan-Flaeler) 

72 

73 

3.3 

40 

120 

43 

17 

SMU  (Cox) 

72 

70 

3.4 

32 

115 

49 

18 

Emorv  (Goizueta) 

72 

67 

3.3 

33 

110 

54 

19 

Michigan 

niiwiiignii 

72 

59 

3.4 

40 

120 

59 

20 

Washington  U  (Olin) 

71 

74 

3.2 

29 

98 

55 

21 

Rochester  (Simon) 

70 

64 

3.4 

35 

127 

55 

22 

NYU  (Stern) 

60 

52 

3.7 

39 

140 

58 

23 

Indiana  (Kelley) 

54 

56 

3.5 

33 

98 

39 

24 

Georgetown  (McDonough) 

48 

41 

3.9 

37 

119 

50 

25 

Vanderbilt  (Owen) 

42 

38 

4.0 

34 

110 

54 

All  figures  are  medians.  Five-year  figures  are  before  taxes  and  adjusted  for  the  time  value  of  money.  'Compensatior  'fs 
graduation  minus  the  sum  of  tuition  and  foregone  compensation.  'MBA  profits  divided  by  the  sum  of  tuition  and  tv.  wt1 
of  foregone  compensation.  'Two-year  tuition  for  out-of-state  students 


table  on  page  93  lists  schools  where  the  median  cost  was  i 
$95,000.  Many  of  these  schools  are  more  regional  in  m 
Topping  this  list  is  Brigham  Young,  where  it  cost  the  typical 
graduate  less  than  $10,000  in  tuition  to  get  a  degree.  BYU 


*thi 


Rank  School/country 


1  IMD'/Switzerland 


2  INSEADVFrance 


3  London/England 


4  Cranfield'/England 


5    Western  Ontario  (Ivey) /Canada 


6  lESE/Spain 


7  Manchester/England 


0    York  (Schulich) /Canada 


M.B.A.S 
Abroad 

Until  recently  the  U.S.  en- 
joyed a  virtual  monopoly 
on  business  education.  No 
longer.  "The  M.B.A.  has  become 
a  global  currency  of  intellectual 
capital.  Studying  overseas  adds 
incredible  value,"  says  David 
Wilson,  president  of  the  Gradu- 
ate Management  Admissions 
Council. 

The  top  international 
schools  (see  table)  offer  a  global 
network  with  a  far  more  diverse  student  population  than  you'll  find 
at  most  U.S  schools.  Curriculums  in  non-U.S.  schools  are  similar  to 
those  here,  but  in  many  cases  the  foreign  M.B.A.  programs  are 
shorter  and  more  intensive.  IMD,  INSEAD  and  Cranfield  offer  one- 


9  Rotterdam/Netherlands 


10  HEC/France 


11  ESADE/Spain 


12    Australian  GSOM/Australia 


total' 
(Sthou) 


as%of 
expenses2 


$164 


191% 


151 


189 


149 


130 


110 


173 


86 


137 


49 


55 


48 


53 


42 


73 


41 


41 


36 


20 


24 


41 


11 


11 


Years 
to  break 
even 


1.7 


1.8 


2.6 


2.1 


2.7 


3.9 


3.7 


3.5 


3.6 


4.2 


4.2 


4.6 


CLASS  OF  96  SALARY 


pre-MBA 

(Sthou) 


2000 

(Slhou) 


$68  $163 


55 


146 


45 


163 


48 


136 


28 


95 


37 


100 


32 


106 


26 


77 


40 


85 


45 


100 


23 


72 


42 


80 


tuition 
(Sthou) 


$28 


34 


46 


30 


26 


30 


35 


25 


21 


nnt 

is."] 


23 


27 


21 


All  figures  are  medians.  Five-year  figures  are  before  taxes  and  adjusted  for  the  time  value  of  money.  'Compensation  after  gradu 
minus  the  sum  of  tuition  and  foregone  compensation.  2MBA  profits  divided  by  the  sum  of  tuition  and  two  years  of  foregone  com 
tion.  3Out-of-country  students.  'One-year  program.  5Class  of  2001. 


Bol 

5- IT.; 

ttlyi 


year  programs  that  boost  their  return  on  investment.  Each  oft 
schools  has  a  five-year  M.B.A.  gain  of  more  than  $100,000. 
don  Business  School's  five-year  gain  of  $149,000  is  second  or  I 
Harvard's  among  all  two-year  programs.  —  KB.  anc 
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..  and  at  a  Small  School 


Some  of  these  mostly  regional  business  schools  deliver  a  substantial  payback. 


5-YEAR  MBA  GAIN 

Y<j3rs 

CLASS  0  F  '96  SALARY 

CLASS  OF  '02 

Rank 

School 

total'  as%of 
(Sthou)  expenses2 

to  break 
even 

pre-MBA 

(Sthou) 

2000 

(Sthou) 

tuition3 
(Sthou) 

GMAT 

score 

1 

Brigtiam  Young  (Marriott) 

$82 

123% 

9  R 

C.U 

$26 

$92 

$18 

640 

Z 

Texas-Austin  (McCombs) 

74 

92 

q  n 
o.U 

35 

104 

31 

687 

3 

wane  rorest  ( baocock i 

73 

80 

OY 

26 

102 

45 

645 

j 
4 

micnigan  oTaie  (Broarj ) 

71  90 

■3  1 
0.1 

28 

98 

32 

650 

c 
3 

Iowa  (Tippie) 

1 X 

ini 
xvx 

9  n 
o.U 

26 

90 

28 

640 

b 

Rice  (Jones) 

1  1 

7E 

■3  9 
0.0 

32 

105 

41 

640 

1 

Purdue  (Krannert) 

IV 

nn 

OU 

9  1 
0.1 

33 

106 

37 

640 

a 
o 

Tulane  (Freeman) 

IV 

77 
II 

9  n 
o.U 

26 

98 

48 

657 

n 
9 

Arizona  (Eller) 

09 

Q9 

9  n 
o.U 

32 

97 

32 

655 

111 

unio  state  (risner) 

fid 

R1 
OX 

9  9 
0.£ 

29 

94 

40 

650 

11 

Minnesota  (Carlson) 

CE 

90 

ft*? 

9  9 
0.0 

32 

91 

35 

640 

1 9 
l£ 

Rollins  (Crummer) 

cc 
33 

f  u 

9  9 
0.0 

20 

80 

42 

554 

13 

Oregon  (Lundquist) 

3J 

04 

9  1 
0.1 

24 

80 

25 

600 

14 

T.u,.  ipU  /llnwr\ 

lexas  A&m  (Mays) 

53 

86 

9  9 

U.L 

26 

81 

16 

640 

10 

winiam  &  nary 

51 

66 

9  K 

0.0 

31 

100 

35 

635 

1  c 
lb 

Illinois  Urbana 

50 

63 

9  K 

o.o 

26 

90 

39 

621 

1/ 

Georgia  State  (Robinson) 

49 

93 

9  1 
0.1 

23 

70 

28 

580 

i  O 

la 

S  Carolina  (Moore) 

47 

70 

9  C 

o.O 

24 

90 

19 

609 

LSI 

Georgia  (Terry) 

44 

61 

9  7 
0./ 

30 

100 

26 

650 

ell 

Arizona  State 

43 

52 

9  C 
0.0 

34 

95 

32 

650 

21 

SUNY  Buffalo 

40 

73 

3.4 

22 

75 

17 

609 

22 

Washington 

37 

41 

3.7 

36 

85 

31 

652 

23 

Boston  College  (Carroll) 

35 

40 

3.8 

28 

83 

45 

635 

24 

Penn  State  (Smeal) 

32 

41 

3.9 

28  88 

33 

610 

>5 

Oklahoma  (Price) 

26 

54 

3.7 

19 

60 

20 

620 

;  figures  are  medians.  Five-year  figures  are  before  taxes  and  adjusted  for  the  time  value  of  money.  'Compensation  after 
iduation  minus  the  sum  of  tuition  and  foregone  compensation.  ;MBA  profits  divided  by  the  sum  of  tuition  and  two  years 
:  foregone  compensation.  Two-year  tuition  for  out-of-state  students.  


iw  their  salaries  rise  over  250%  from  the  year  before  they  came 
I  school  to  2000.  On  average  it  took  alumni  at  the  schools  in  our 
ibles  just  3.3  years  to  recoup  their  investment. 
To  create  the  ranking  we  sent  out  questionnaires  to  20,000 


graduates  who  got  M.B.A.s  in  1996.  These 
graduates  were  culled  from  the  104  U.S.- 
based  and  international  schools  that 
agreed  to  participate  in  the  study. 

We  asked  alumni  for  salary  informa- 
tion from  the  year  before  they  entered 
business  school,  the  year  they  graduated 
and  2000.  We  calculated  medians  for 
each  school,  extrapolating  to  missing 
years  with  the  assumption  of  a  constant 
growth  rate.  We  compared  the  total  of  five 
years'  pay  with  a  projection  of  what  the 
median  student  would  have  earned  for 
those  five  years  without  a  degree.  For  the 
hypothetical  no-degree  number  we  as- 
sumed a  salary  growth  rate  half  as  high  as 
what  the  M.B.A.  graduates  enjoyed. 

We  discounted  the  earnings  improve- 
ments back  to  1994,  using  a  rate  keyed  to 
money  market  yields.  From  the  earnings 
gain  we  subtracted  the  discounted  M.B.A. 
investment  (two  years  of  lost  salary  at  the 
pre-enrolment  rate  and  two  years  of 
tuition)  to  derive  the  M.B.A.  gain.  Tuitions 
were  adjusted  to  factor  in  those  students 
paying  in-state  tuition  at  public  schools. 
We  adjusted  salary  data  to  account  for 
cost-of-living  expenses  and  discarded  any  school  with  a  response 
rate  below  15%.  For  an  expanded  version  of  these  tables 
and  to  calculate  your  own  return  on  investment,  visit 
www.forbes.com/bschools.-Kurf  Badenhausen  and  Lesley  Kump 


r's  money  in  1999.  "The  minute  you 
dw  down  or  stop  there  are  five  people 
r'hind  you  who  are  ready  to  take  your 
pee,"  he  says. 

!  David  Bellet  cut  his  teeth  as  a 
jtiall-company  analyst  at  Citibank, 
f  here  was  constant  exposure  to  these 
(•mpanies  when  we  were  at  Colum- 
|a,"  he  points  out.  "You  had  to  take 
! vantage  of  the  networking  possibil- 
les."  In  the  early  1970s  Bellet  got  the 
jea  of  having  chief  executives  at  small 
i  d  medium-size  companies  meet  reg- 
|arly  with  Citibank's  portfolio  man- 
lers.  Some  of  those  small  companies 
it  big,  and  Citibank's  investment 
anagement  group  ended  up  with  one 
j  the  largest  positions  in  Hewlett- 
;ckard,  and  in  Texas  Instruments, 
Itel  and  Digital  Equipment.  Bellet 
jer  formed  Crown  Advisors  Interna- 
nal,  a  private  equity  firm  that  invests 


with  venture  capital  firms. 

Finance  is  Columbia's  strong  suit, 
but  it's  not  all  that  '69  graduates  had  to 
offer.  Erskine  Bowles  began  his  career 
in  Morgan  Stanley's  corporate  finance 
department  but  became  known  for  his 
organizational  skills.  He  ran  the  U.S. 
Small  Business  Administration  from 
1993  to  1994  and  was  President  Clin- 
ton's chief  of  staff  from  1996  to  1998. 
Then  he  went  back  to  finance  as  a  deal- 
maker  at  Forstmann,  Little,  the  private 
equity  firm. 

After  working  at  Dun  &  Bradstreet 
and  McGraw-Hill,  Jonathan  Newcomb 
moved  over  to  Simon  &  Schuster  in 
1988  and  has  been  chief  executive  of 
the  $600  million  company  (now  part  of 
Viacom)  since  1994.  "I  knew  I  wanted 
to  get  into  something  other  than  invest- 
ment banking,"  he  says,  "and  I  was 
drawn  more  toward  intellectual  prop- 


erty. There  was  intrinsic  value  in  what- 
ever product  I  was  putting  out." 

Most  famous  near-winner  from 
this  class:  Peter  Cohen.  As  chief  execu- 
tive of  Shearson  Lehman  Brothers  the 
brash  investment  banker  tried  to  make 
his  company  into  the  premier  invest- 
ment bank,  to  compete  with  the  likes 
of  Merrill  Lynch.  So  he  bought  E.F. 
Hutton  in  early  1988.  The  acquisition 
backfired,  and  the  unwieldy  firm  was 
broken  up;  Shearson  split  off  in  1993. 
Cohen  was  ousted  from  Shearson  in 
1990.  Since  1994  he  has  been  less  visi- 
ble as  principal  of  Ramius  Capital,  a 
hedge  fund  in  New  York  City.  Given  the 
reach  of  the  class'  tentacles,  it's  no  sur- 
prise that  both  Cohen  and  Kravis  were 
key  players  in  the  RJR  takeover  of  1989. 
In  that  bloody  battle  Kravis  snatched 
the  target  away  from  Cohen's  client, 
RJR's  management.  F 
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Disable  the  Pilots 


Insights  By  Peter  Huber 


REINFORCED  DOORS  AND  AIR  MARSHALS  WILL  BE 
interim  fixes  for  the  cockpit.  But  the  long-term 
solution  is  to  intelligently  disable  the  pilots.  As  I 
argued  in  this  space  a  decade  ago,  our  "objective 
should  be  to  land  planes  in  Los  Angeles  in  much 
the  same  way  we  land  Tomahawks  in  Baghdad."  The  biggest 
improvements  in  [aircraft]  safety  will  often  require  cutting 
humans  out  of  the  decisional  loop  altogether"  ("Cleared  to 
Land,"  Mar.  18,  1991). 

What  lands  the  unpiloted  cruise  missile  where  we  want, 
and  nowhere  else,  is  a  tight  linkage  between  navigational 
hardware  on  the  one  hand 
and  control  hardware  on  the 
other.  It's  all  quite  straightfor- 
ward, really,  once  you  have 
geo-positioning  receivers, 
high-precision  gyroscopes, 
computing  power  and  the 
right  "dirt  maps"  on  board. 
Dirt  maps  aside,  all  large, 
modern  jets  already  do  have 
these  things.  And  the  dirt 
maps — 3-D  digital  databases 
of  the  earth's  surface,  suffi- 
ciently detailed  to  show  com- 
plete cityscapes  along  with  mountains  and  valleys- 
readily  available  now,  for  all  the  places  that  matter. 

With  the  right  software  and  hardware  on  board,  it  just 
isn't  very  difficult  to  wire  things  together  so  that  the  plane 
simply  cannot  be  flown — not  deliberately,  at  least — into 
well-defined  exclusion  zones  where  it  just  doesn't  belong, 
however  grave  an  emergency  there  may  be  on  board.  This  is 
just  a  logical  extension  of  guidance  systems  that  take  things 
where  we  want  them  to  go.  The  Space  Shuttle  has  a  nominal 
"pilot"  on  board,  but  the  computer  does  all  the  real  flying: 
rocket-propelled  vehicles  move  too  fast  for  human  eye  or 
hand.  And  as  I  was  already  observing  ten  years  ago,  the  com- 
puters in  fly-by-wire  jets  are  already  programmed  to  over- 
ride pilot  commands  that  might  stall  the  plane — no  matter 
how  hard  the  pilot  yanks  at  the  yoke,  the  computer  passes  on 
only  safe  commands  to  the  elevators  on  the  tail. 

There  really  is  no  alternative  to  piling  on  guidance  tech- 
nology, not  if  we  want  to  keep  flying  cheaply  and  conve- 
niently. Air  marshals  are  going  to  be  costly  enough  on 
iumbo  jets;  they'll  be  too  expensive  on  anything  much 
smaller.  Armored  doors  for  cockpits  won't  be  much  use  on 


With  the  right 
software  and 
hardware  on 
board,  the  plane 
simply  cannot  be 
flown  where  it 
shouldn't  be. 


-are 


business  jets,  not  unless  acce| 
to  the  jets  themselves  is  to 
controlled  very  much  mol 
tightly  than  it  is  today.  Uni| 
now  one  of  the  great  plel 
sures  of  traveling  on  corp 
rate  jets  has  been  the  casu  j 
hassle-free  stroll — typical 
about  75  yards  at  Reagan  Nl 
tional  Airport — from  t 
parking  lot,  through  the  ge 
eral  aviation  terminal,  to  ti 
jet's  stairway — without  a  single  bothersome  security  chec| 
point  in  sight. 

And  how  about  FedEx  and  all  the  other  cargo  carrie:| 
And  the  foreign  aircraft?  In  late  1999  a  demented  Egypti 
pilot  deliberately  flew  his  plane  and  its  217  passengers  in] 
the  ocean  soon  after  its  takeoff  from  Kennedy  Airport 
New  York.  A  Silkair  jet  that  crashed  into  an  Indonesian  jul 
gle  in  1997,  killing  104,  was  most  probably  a  suicide,  too.  \\ 
can't  put  our  well-vetted  citizens  in  every  cockpit,  and 
amount  of  advance  screening  of  the  pilots  can  or  should  i| 
assure  us  about  many  of  the  foreign  air  carriers  that 
planes  to  and  from  our  shores.  But  between  them,  the  U| 
and  western  Europe  do  control  the  software  and  hardw<| 
in  every  last  one  of  those  cockpits. 

A  fully  fueled  jumbo  jet  is  about  as  lethal  an  instrumel 
as  ever  gets  entrusted  to  civilian  hands.  Nuclear  power  plan 
and  big  hydroelectric  dams  are  far  safer  from  the  get-gol 
they  don't  have  to  fly,  so  they  can  be  encased  in  vast  excest 
of  concrete,  and  indeed  they  are.  Assaults  with  nuclear  or  1 1 
ological  weapons  can't  begin  with  cardboard  cutters.  Thl 
require  substantial  factories  somewhere  in  the  backgrourl 
which  can,  we  must  hope,  be  identified  and  knocked  cl 
well  before  they  get  up  and  running.  There  are  many  otH 
potential  instruments  of  terror,  but  none  quite  so  essentil 
ubiquitous  and — now — terrifying,  as  civilian  jets. 

Giving  a  computer  certain  powers  over  the  controls  cil 
tails  pilot  autonomy,  of  course — even  during  emergencil 
But  no  emergency,  however  grave,  justifies  a  trajectory  irl 
the  heart  of  Manhattan,  and  F-  16s  will  end  up  enforcing  rl 
fly  zones  with  air-to-air  missiles  if  cockpit  computers  dorl 
Link  the  computers  with  on-board  collision  avoidance  s;l 
terns,  and  eventually  with  those  that  superintend  flight  pail 
from  the  ground,  and  air  travel  will  end  up  safer  still — ev| 
safer  than  it  already  is,  at  its  best,  today. 


n  Forbes 
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Peter  Huber,  a  Manhattan  Institute  senior  fellow,  is  the  author  of  Hard  Green:  Saving  the  Environment  From  the  Environmentalists  and 
I  the  Digital  Power  Report.  Find  past  columns  at  www.forbes.com/huber. 
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If  s  Worse  Than  You 
rhink  in  Japan 

"he  world's  economy  hinges  in  part  on  a  financial 
ystem  that,  by  Western  standards,  is  a  shambles. 


|  BENJAMIN  FULFORD 

rHE  EXTENT  OF 
Japan's  banking 
rot  is  now  the 
focus  of  an  Inter- 
national Mone- 
|  ry  Fund  team  in  Tokyo. 
)  consensus  among  bank- 
g  analysts  puts  the  total 
t"  bad  loans  at  close  to  $2 
pillion,  about  half  of  the 
Htion's  GDP. 

i  But  with  all  the  empha- 
k  on  the  bad  debts  and 
jcely  bankruptcies  in 
jpan's  business  sector,  a 
jparate  banking  crisis  ex- 
i  s  in  the  defrauding  of  in- 
jvidual  customers  on  a  po- 
ntially  massive  scale.  This 

•gely  unreported  scandal 
>  lps  to  explain  the  deep 
i^anese  cynicism  toward 
ie  banks — a  barrier  to  vital  reform. 
I  Even  as  commonly  understood,  the 

nking  predicament  is  frightening, 
'ithout  exception,  the  busted  financial 

ititutions  in  Japan  since  the  bubble  of 
e  late  1980s  have  been  found  to  have 
nd  debt  totals  several  times  what  their 
i ;  Wished  accounts  admitted  or  what 
!  reign  bank  analysts  estimated.  In 
i  try  case,  the  banks  have  engaged  in 
k  practice  of  tobashi,  or  switching 
Hbts  from  company  A  to  paper  com- 
liny  B  in  order  to  make  it  appear  A's 
■  ins  are  being  paid  back. 

I  "If  Japan's  government  tried  to 


clear  up  all  the  bad  debt  honestly  it 
would  go  bankrupt,"  says  Naoko 
Nemoto,  chief  banking  sector  analyst  at 
Standard  &  Poor's  in  Japan.  The  sover- 
eign debt  rating  of  a  country  thought  to 
be  among  the  richest  in  the  world  is 
two  notches  shy  of  being  classified  junk 
and  is  on  downgrade  notice  by  both 
S&P  and  Moody's  Investor  Services. 

Unless  many  of  the  banks  are  put 
under  new  ownership,  as  happened  to 
Shinsei  Bank  (bought  by  Ripplewood,  a 
U.S.  investment  consortium  involving 
stars  like  former  Fed  chief  Paul 
Volcker)  and  Tokyo  Sowa  (recendy  sold 


When  Arai  protested  at  the  bank,  she  says, 
she  was  arrested  and  held  for  21  days. 


to  the  Lonestar  Group,  an  investment 
fund  from  Texas),  there's  no  reason  to 
believe  their  behavior  is  suddenly  going 
to  meet  global  standards. 

Japan's  new,  supposedly  reformist 
political  regime  initially  said  it  would 
clean  up  the  bad  debt  within  three  years 
but  now  talks  merely  of  cleaning  up  the 
latest  officially  admitted  debt  by  2007 — 
hardly  a  sign  the  power  brokers  are  se- 
rious about  reform.  When  Financial 
Services  Minister  Hakuo 
Yanagisawa  announced  the 
new,  neutered  goal,  stock 
prices  plunged. 

But  the  attention  and 
talk  mainly  has  been  about 
the  big  business  banks.  A 
close  look  at  Japan's  small 
financial  institutions,  with 
assets  of  $2.1  trillion,  a 
third  of  the  banking  sys- 
tem's total,  reveals  just 
how  much  deeper  the  sys- 
tem's rot  runs. 

Take  Oji  Shinkin  Bank, 
with  $8.1  billion  in  loans 
and  officially  $790  million 
in  nonperforming  debt. 
"About  70%  of  small  com- 
panies are  in  the  red.  If  we 
went  by  the  book  with  our 
lending  and  foreclosed  on 
insolvent  borrowers,  about 
half  of  our  customers 
would  go  under,"  admits  Tatefumi 
Onuki,  head  of  the  bank's  inspection 
department.  "This  is  not  a  problem  at 
just  our  financial  institution,"  he  says. 

Like  many  Japanese  industries,  the 
business-client  base  of  Oji,  based  in  a 
Tokyo  suburb  of  the  same  name,  has 
been  devastated  by  competition  from 
other  Asian  countries  such  as  China. 
"These  are  hardworking  people,  and  we 
cannot  just  cut  them  off,"  Onuki  insists. 

Given  these  statements,  skepticism 
of  Oji's  official  bad  debt  total  is  in 
order.  There  are  other  reasons  to  doubt 
the  bank's  commitment  to  global 
standards.  Oji  has  been  the  target 
of  at  least  ten  suits  alleging  fraud 
against  its  customers.  In  1997  an 
Oji  official  was  convicted  of  forg- 
ing documents  to  steal  $12  million 
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ONE  OF  THE  BEST  WAYS  TO  PREDICT 
A  PRE-OWNED  VEHICLE'S  FUTURE 
IS  TO  TAKE  A  LOOK  AT  ITS  PAST. 


^OualityChecked 

Certified  Pre-owned 


Main  Street  Ford,  Inc 


Vehicle  Details: 

VN:  1FALP59U1YA9AW24 
Mate  Ford 
Model;  Taurus  SE 
-fear.  2000 

Auto  History  Events: 

Last  Reporting  State/Province: 

Last  Title  Number: 
Duplicate  Title: 

Last  Date: 

Last  Odometer. 

Rollback: 

Salvage: 

Exceeds  Mechanical  Limits: 
Failed  Emission: 
Not  Actual  Miles: 
Damage 

Major  Damage  Incident: 
Insurance  Theft  Claim: 
Water  Damage: 
Lemon: 

Odometer  Independent  Source: 
Other  Odometer  Brand: 


Body: 

Engine: 

Assembled 


4  Door  Sedan  4-6  Passengers 
6.  182-EF1-3.0L 
United  States 


When  you  buy  a  Ford  Quality  Checked  Certified  Pre-owned  vehicle, 
there's  a  lot  you  can  be  certain  of.  Like  the  fact  that  it  comes  with 
a  complete,  up-to-date  vehicle  history  report,  so  you  know  where 
it's  been.  What's  more,  it's  already  passed  a  rigorous  115-point 
bumper-to-bumper  inspection. 


QualityChecked 

Certified  Pre-owned 


115-POINT  BUMPER-TO-BUMPER 
INSPECTION 

6-YEAR/75.000-MILE  LIMITED 
POWERTRAIN  WARRANTY 

24-HOUR  ROADSIDE  ASSISTANCE 

VEHICLE  HISTORY  REPORT 

FREE  LOANER  CAR 

NEW  WIPER  BLADES 

OIL  CHANGE  AND  NEW  FILTER 

FULL  TANK  OF  GAS 


GET  THE  NEW  CAR  TREATMENT  WITHOUT  PAYING  THE  NEW  CAR  PRICE,  AND  IT'S  ALL  BACKED  BY  FORD  MOTOR  COMPANY. 

VISIT  YOUR  LOCAL  FORD  QUALITY  CHECKED  CERTIFIED  PRE-OWNED  DEALER  TODAY. 

www.fordcpo.com 


BANKING  CRISIS 


orth  of  depositors'  funds. 
'  A  national  association  of  "bank  vic- 
Ims"  exists  in  Japan,  and  a  unit  de- 
nted expressly  to  Oji  Bank  was  formed 
1  1995  by  retail  depositors  and  bor- 
)wers  Misako  Arai  and  Kenji  Sakairi, 
!  >  pursue  claims  Oji  had  fraudulently 
sed  their  assets  as  collateral  for  bad 
ans  to  others.  When  Arai  protested  at 
le  bank,  claiming  it  misappropriated 
:  100,000,  she  was  arrested  and  held  for 
I  days  as  police,  she  says,  tried  to  force 
ir  to  confess  she  was  blackmailing  the 
ink.  They  failed  and  she  was  released. 
ie  police  are  mum  about  the  episode. 

If  the  hundreds  of  such  stories  from 
ie  victims  association  are  to  be  be- 
ived,  it  is  common  for  bank  cus- 
|  mers  to  find  what  are,  in  effect,  unex- 
:xted  liens  being  slapped  on  their 
sets.  And  the  courts  are  of  little  help. 

When  Arai  and  Sakairi  tried  to  sue 
ji,  they  presented  expert  testimony 
lat  the  bank  had  used  fraudulent  doc- 
i  nents.  But,  photocopies  of  trial  tran- 
;  ripts  show,  court  records  under  the 
|  dge's  official  seal  were  altered  in  a  way 
l  at  validated  the  bank's  claims.  A 
i  vyer  for  Oji  bank  denies  fraud  against 
ai  and  Sakairi  but  would  not  provide 
)RBES  with  evidence. 

Nor  is  this  sort  of  case  restricted  to 
liall  banks.  One  aggrieved  customer 

Fuji  Bank  (now  part  of  Mizuho  Fi- 
incial  Holdings,  the  world's  largest 
ink)  succeeded  after  a  long  battle  in 
itting  the  bank  to  erase  $2  million  of 
.pposed  debts — but  only  because  he 
id  the  foresight  to  tape-record  all  of 
Is  conversations  with  Fuji  officials. 
ijji/Mizuho  won't  comment.) 
|  An  even  broader  class  of  customers 
I  im  they  are  being  hounded  to  pay 
irhaps  $775  billion  in  bubble-era 
uns  made  under  circumstances  that 
nn  only  be  described  as  fraudulent," 
i's  Masae  Shiina,  a  lawyer  writing  a 
iok  about  the  issue.  In  many  cases,  the 
pks  cajoled  and  pushed  individuals 
;|o  taking  large  loans  to  speculate  in 
1:1  estate.  Who's  to  blame?  Everybody. 

No  wonder  bank  relief  is  unpopular, 
^iwinding  this  mess  will  take  years,  cre- 
i;rig  a  weak  link  in  the  international  fi- 
^jficial  system  and  imperiling  us  all.  F 

i 


THl'NK'OF  IT 


CRUISE  CONTR' 

FOR  INVESTORS 


In  the  market  for  a  sound  investment?  Never  settle  for  less  than  Ford  Quality 
Checked:  the  only  certified  pre-owned  vehicle  program  supported  by  Ford 
Motor  Company. 

The  Ford  Quality  Checked  program  accepts  only  those  vehicles  with  less  than 
50,000  miles  that  are  no  older  than  the  current  model  year  plus  four  previous 
years.  Vehicles  meeting  the  above  criteria  are  then  subjected  to  a  rigorous  115- 
point  inspection  process,  and  only  those  that  pass  are  allowed  to  display  the 
Ford  Quality  Checked  Certified  Pre-Owned  window  sticker. 

In  other  words,  if  a  pre-owned  car  doesn't  drive,  look  and  feel  like  new,  Ford 
Quality  Checked  won't  sell  it.  Need  even  more  in  the  way  of  an  ROI?  All  Ford 
Quality  Checked  vehicles  come  with  the  protection  of  a  65,000  mile/7-year 
limited  warranty,  24-hour  roadside  assistance,  travel  reimbursement  and  more. 

Still  not  convinced,  you  savvy  investor,  you?  Visit  a  participating  Ford  Quality 
Checked  dealer  today  and  you  could  very  well  win  the  vacation  of  your  capi- 
talist dreams:  a  trip  for  two  aboard  the  Forbes  Cruise  for  Investors. 

Enter  the  sweepstakes  by  taking  this  ad  into  any  Ford  Quality  Checked  deal- 
ership for  validation  by  a  sales  representative.  Then  mail  this  validated  page 
along  with  a  3-by-5-inch  index  card  with  your  name,  address,  phone  and  e- 
mail  information  to  the  address  provided  within  the  complete  sweepstakes 
rules  at  http://forbes.perfectprize.com/FordQCrules.  One  grand  prize  winner 
will  be  selected  for  the  ultimate  in  cruise  control:  a  12-day  Seminar  at  Sea  host- 
ed by  Steve  Forbes  and  a  panel  of  investment  experts  on  the  world's  only  six- 
star  luxury  liner,  The  Crystal  Symphony.  You  and  a  guest  will  benefit  from  one- 
on-one  seminar  experience  with  an  elite  crew  of  Forbes  columnists  and  other 
financial  gurus  as  you  make  your  way  in  style  from  port  to  jet-setting  port. 

NO  PURCHASE  NECESSARY.  Void  in  Florida.  Sweepstakes  ends  October  29,  2001.  Residents  of  OH  and  Ml 
only  may  enter  without  a  dealer  visit/validation.  For  complete  official  sweepstakes  rules  and  entry  instructions,  go 
to  http://forbes.pcrfectprize.coni/FordQCrules. 
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Database  Chiefi 
Janet  Pernal 
has  traveled  ai 
long  road  to! 
catch  up  with! 
archnemesisi 
Oracle. 


Larry  Ellison's  toughest  rival  isn't  Bill  Gates- 
it's  a  former  schoolteacher  at  IBM. 


BY  ERIKA  BROWN 

AFTER    TWENTY-SEVEN  YEARS 
working  in  relative  obscurity 
deep  within  IBM,  Janet  Perna  has 
become  an  overnight  success. 

Five  years  ago  IBM's  DB2  database 
ran  fifth,  far  behind  number  one  Ora- 
cle. No  longer.  Today  IBM  is  second 
with  a  market  share  of  33%,  less  than 
one  point  behind  Oracle.  The  gap 
closed  in  July  when  Perna,  general 
manager  of  IBM's  $3  billion-a-year 
database  business,  closed  the  deal  to 
buy  also-ran  Informix  for  $1  billion. 

She  instantly  gained  three  share 
points,  700  salespeople  (added  to  her 
1,500)  and  $800  million  in  sales.  More 
important,  the  Informix  deal  increased 


IBM's  share  of  the  fastest-growing  mar- 
ket, "distributed"  databases  running  on 
Unix  and  Windows  NT  workstations 
four  points,  to  20%.  This  came  after 
Perna  boosted  IBM's  own  distributed 
sales  by  62%  last  year,  two  and  a  half 
times  the  segment's  overall  growth. 
"Oracle  never  recognized  us  as  a  com- 
petitor, but  now  it's  clearly  a  race  be- 
tween IBM  and  Oracle,"  she  says. 

But  Oracle,  run  by  the  pugnacious 
Larry  Ellison,  owns  a  daunting  54%  of 
the  distributed  market,  which  accounts 
for  two-thirds  of  the  total  $8.7  billion- 
a-year  database  software  industry. 
Perna's  biggest  challenge  is  to  hold  on 
to  Informix  customers  and  persuade 
them,  gently,  to  buy  DB2  to  run  their 


new  applications.  Since  April  she  1  Cab 
visited  two  dozen  accounts  to  reass«|~'£ 
them  that  IBM  will  support  Inforn 
systems,  although  it  won't  release  i 
ture  versions  after  2003.  Gartner  pi 
jects  that  by  then  75%  of  Inforn 
users  will  have  migrated  to  DB2. 

Oracle's  notoriously  brazen  sa 
force  has  pursued  Informix  custome  jpp 
arguing  that  seeing  as  how  IBM  w 
force  them  to  switch  to  something  n« 
they  should  choose  Oracle;  it  even 
fers  a  50%  rebate  on  Informix  trac 
ins.  Oracle  is  spending  hundreds 
millions  of  dollars  promoting 
newest  release,  aimed  at  cutting  up  D 
"What's  the  difference  between  II 
and  Jurassic  Park?"  asks  Oracle's  V\ 
site.  "One  is  about  dinosaurs  roami 
around  a  lost  world — the  other  i 
Spielberg  movie."  Hee-hee.  Says  Jerei  : 
Burton,  head  of  Oracle's  product  m 
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ting:  "Database  is  our  home  turf.  If 
M  wants  a  battle,  bring  it  on." 

Janet  Perna  would  rather  keep  it 
;an.  "I'm  not  going  to  get  down  in  the 
ud  with  Larry.  I've  told  employees  to 
ay  focused  on  the  customer,  as  op- 
>sed  to  the  competition." 

Perna,  52,  is  an  unlikely  warrior.  She 
me  from  modest  origins  and  had 
odest  ambitions — she  never  dreamed 
e  would  hold  one  of  the  top  50  jobs 
the  world's  largest  computer  com- 
ny  or  play  golf  with  Chairman  Louis 
?rstner.  "I  wanted  to  write  code,  and 

of  a  sudden  I'm  here,  running  a  $3 
lion  business  against  male  icons 
rry  Ellison  and  Bill  Gates,"  she  says. 

She  was  raised  in  Poughkeepsie, 
Y.  by  her  father,  a  factory  foreman, 
d  mother,  a  secretary.  Her  parents 
nted  her  to  marry  and  bring  up  chil- 
;n,  but  she  never  did.  She  studied  ad- 
nced  math  and  physics  at  New  York 
liversity,  though  professors  told  her 
Is  didn't  do  such  things.  She  gradu- 
d  and  taught  high  school  algebra  for 
lr  years,  then  grew  bored  and  drove 


were  losing  the  database  business." 

She  dug  up  the  20-year-old  IBM  re- 
search paper  on  relational  databases 
that  had  spawned  Oracle  and  rallied  the 
team  in  Almaden,  Calif,  that  had  done 
the  original  work.  Oracle  had  run  off 
with  their  creation,  she  told  the  re- 
searchers, and  together  they  must  take 
it  back.  "It  was  a  call  to  arms,"  she  says. 

By  1994  she  delivered  IBM's  first 
Unix  version  of  DB2,  for  its  RS/6000 
server.  Critics  said  it  was  just  a  way  to 
sell  more  IBM  boxes,  but  in  late  1995 
Perna  introduced  a  version  for  Sun  and 
Hewlett-Packard  servers.  But  IBM 
didn't  devote  a  sales  force  to  the  new 
releases,  and  results  were  mediocre.  By 
1996  Perna  was  promoted  to  run  the 
entire  database  group,  and  two  years 
later  she  asked  for  a  $1  billion,  four- 
year  infusion  to  establish  a  1,000-per- 
son  army  dedicated  to  selling  DB2.  Her 
argument:  It  would  stoke  sales  of  hard- 
ware, services  and  other  software. 

She  got  it.  Since  then  Perna  has  had  15 
quarters  of  consecutive  revenue  growth 
in  distributed  sales  at  50%  a  year.  Some 


All  of  a  sudden  I'm  running  a  $3  billion 
business  against  Larry  Ellison  and  Bill  Gates." 


j California  in  1974,  where  she  landed 
programming  job  at  IBM. 
•  Perna  spent  17  years  in  techie  roles, 
iilding  a  Cobol  translator  and  run- 
ng  a  programming  team  in  Toronto. 
!  1991  she  ran  development  for  IBM's 
2  mainframe  database  business  in 
iii  Jose,  Calif.,  where  she  landed  an 
iappealing  assignment.  IBM's  data- 
Be  business  was  confined  to  main- 
»mes  even  as  smaller  machines  started 
ij^ain.  Steven  Mills,  now  head  of  IBM's 
jl$  billion-a-year  software  group, 
led  her  to  launch  IBM's  first  database 
i  workstations.  It  looked  like  a  demo- 
i|n — she  wound  up  reporting  to  the 
<  n  who  succeeded  her  in  Toronto, 
'lis  knew  she  would  take  the  job  any- 
w.  "Janet  is  selfless.  It's  never  about 
let.  It's  about  the  goal,  the  objective 
il  the  team,"  he  says.  Perna  says  she 
'  it  because  of  what  was  at  stake:  "We 


22,000  applications  run  on  DB2.  Last  year 
IBM  put  up  an  extra  $200  million  to  cre- 
ate new  database  tools.  Last  quarter  IBM's 
database  business  grew  19%. 

Perna  credits  her  success  to  cod- 
dling customers.  She  meets  one-on-one 


►  By  the  Numbers 


The  fight  for  database  dominance  is  in  full  swing. 
Here  are  the  stats  on  the  top  contenders. 

SHARE  QF  $8.7  BILLION  DATABASE  MARKEX 
Oracle  IBM  INFORMIX 


Oracle 


IBM 


DATABASE  CUSTOM  EES 


Oracle 


IBM 


Sources:  Gartner  Dataquest;  Oracle:  IBM. 


with  ten  customers  a  week  and  insists 
her  staff  do  much  the  same.  Last  month 
a  big  insurer  called  about  a  glitch  with 
its  Windows  NT  version  of  DB2.  A  team 
of  IBM-ers  spotted  the  flaw  in  Mi- 
crosoft's code,  not  IBM's;  they  fixed  it 
anyway.  "My  team  will  not  walk  away. 
We'll  hang  on  until  the  customer's  con- 
fidence is  restored,"  she  says. 

Her  staff  dotes  on  customers  at  a 
time  when  some  clients  resent  the 
brass-knuckle  tactics  of  Oracle.  "Oracle 
has  a  chip  on  their  shoulders.  I've  told 
them  to  stop  calling,"  says  Jeffrey  Wolff, 
database  manager  at  Sears,  which 
spends  $1  million  a  year  on  Informix 
wares.  After  IBM  bought  Informix,  its 
head  of  international  sales  called  on 
Wolff.  "He  was  open  to  anything  we 
had  to  say.  It's  like  a  partnership,"  says 
Wolff,  who  plans  to  convert  to  DB2. 

In  recent  years  Perna  also  has  won 
over  PeopleSoft,  SAP  and  Siebel — for- 
mer Ellison  allies  that  spurned  him 
when  Oracle  started  to  compete  with 
them  in  applications.  They  all  develop 
software  on  IBM  and  Oracle  platforms 
but  push  IBM.  Now  30%  of 
the  apps  that  Siebel  sells  are 
for  IBM's  DB2,  up  from  2% 
two  years  ago. 

Thomas  Winter,  a  direc- 
tor of  information  technol- 
ogy at  Whirlpool,  is  setting  up  new 
software  on  top  of  DB2  at  the  sugges- 
tion of  Siebel  and  12.  His  Siebel  pro- 
gram will  help  service  reps  keep  tabs  on 
customers'  purchases  and  repairs,  and 
his  12  system  will  organize  the  supply 
chain  to  speed  deliveries.  A 
reliable  database  is  crucial. 
"You  want  to  make  sure  the 
database  you  choose  is  one 
the  application  vendor  will 
support,"  he  says. 

Perna  loves  hearing  stuff 
like  that.  She  gets  calls  from 
headhunters  to  run  other 
software  companies  but  vows 
to  stay  at  IBM.  "I'd  like  to 
look  back  and  say  I  was  part 
INFORMIX  of  returning  IBM  to  its  great- 
ness," she  says.  "Leadership  is 
a  lot  like  teaching.  It's  about 
the  legacy  I  leave  behind."  F 
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Eyeballing  It 

Some  depressed  Web  stocks  are  bargains  and  have  decent  prospects.  Which  ones?  Look  al 
both  Internet-bubble  measures,  like  audience,  and  old-style  measures,  like  cash. 


o 


BY  SCOTT  WOOLLEY 

,F  THE  MANY  CHUCKLEHEADED 
things  investors  did  during  the 
Internet  craze,  justifying  a  com- 
pany's stock  price  on  new  metrics  of 
"eyeballs"  and  "stickiness"  was  the 
dopiest,  right?  Yes  and  no.  This  may  be 
the  time  to  resurrect  these  yardsticks. 

The  postcrash  Internet  sector  pre- 
sents some  new  valuation  puzzles — and 
opportunities.  In  the  heyday  of  dot-com 
stocks,  Ivillage  was  trading  at  a  market 
value  of  $2.7  billion  while  it  had  but 
$96  million  in  tangible  book  value,  under 
$20  million  in  trailing  12-month  sales 
and  no  profits.  This  collection  of  Web 
sites  aimed  at  women  is  still  losing 
money,  but  it  is  now  down  to  a  market 
value  of  $41  million,  less  than  the  $54 
million  of  cash  it  has  on  hand.  The  out- 
fit carries  no  debt. 

In  this  environment  there  is 
something  to  be  said  for  mea- 
suring whether  a  Web  com- 
pany's audience  is  growing.  If  it 
is,  you  have  a  reasonable  prospect 
that  the  company  is  heading  to- 
ward the  day  when  it  stops  burn- 
ing up  its  cash.  In  that  case  the 
stock  could  be  a  value  play. 

With  declining  audiences 
the  value  of  the  cash  is  much 
lower.  Too  great  a  likelihood 
exists  that  the  cash  will  be  con- 
sumed by  the  enterprise. 

We've  compiled  a  roster  of 


four  companies  that  look  like  value 
plays,  on  the  basis  of  their  liquid  assets 
and  their  increasing  audiences.  This 
doesn't  include  kingpins  on  the  order 
of  Yahoo  (now  trading  at  $10  per  share, 
down  from  $237  in  January  2000), 
which  until  last  year's  final  quarter  was 
profitable.  We're  focused  on  the  lowli- 
est form  of  Internet  life:  the  smallish  in- 
formation-centered companies,  whose 
stock  is  extremely  cheap,  mostly  going 
for  around  $1  per  share. 

Some  tradition-minded  folks  call 
for  applying  conventional  financial 
standards  to  Web  enterprises,  such  as 
price/earnings  and  price/book  ratios. 
That's  grounded  in  a  healthy  instinct — 
real  profits  and  assets  ultimately  deter- 
mine a  company's  worth.  One  prob- 
lem: Applying  the  old  metrics  to  the 


Net  Advantage 


These  companies  boast  strong  cash  positions,  growing  traffic 
All  but  one  (InfoSpace)  have  improving  operating  income. 


SHARE 
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$0.99 

15% 

$0.56 

5% 

GoTo.com 

Ivilla2e.com 

SHARE 
PRIHF 

BOOK  VALUE 
PFRSHARF 

SHARE 
PRIRF 

BOOK  VALUE 
PFRSHARF 

$12.33 
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$Q.3A_ 

99% 

$1.03 

Book  value  is  for  tangible  assets  only  'July  2001  vs.  July  2000. 
Sources:  Jupiter  Media  Metrix:  company  filings. 


surviving  dot-coms  is  often  impossi 
and  almost  always  misleading. 

Here's  why.  Price/earnings  ratios  ; 
best  suited  for  comparing  compan 
with  steady  income  streams;  few  Int< 
net  pioneers  are  anywhere  near  matu 
Further,  the  financial  statements  of  1 
ternet  companies  are  peculiar,  sa 
Michael  Mauboussin,  Credit  Suisse  Fi 
Boston's  chief  U.S.  investment  strateg 
How  come?  Major  investments 
old-style  companies,  like  stores  and  f 
tories,  are  accounted  for  as  long-term 
sets  and  stuck  on  the  balance  sheet.  Wr 
a  dot-com  invests  in  building  its  site, 
costs  go  on  the  income  statement  as 
penses.  That  creates  a  real  difference 
reported  earnings  of  virtual  business< 
So  weigh  these  factors: 
Traffic.  Ivillage's  July  traffic 

sured  by  number  of  minute: 

  viewing  time  (unique  visit 

times  the  average  minutes  d 
spent  there) — was  up  13! 
from  July  2000.  The  trend 
Ivillage  has  been  up  throuj 
out  2001.  Not  true  for  sea 
engine  Looksmart.com,  wh 
was  down  51%  in  July. 

Precrash  Internet  che 
leaders  mistakenly  tried  to 
something  very  different  vi 
traffic  figures,  says  Timo 
Koller,  a  partner  at  consult 
McKinsey  &  Co.  and  coauti 
of  a  book  on  valuing  com 


-as  m 
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is.  The  bulls  said  the  traffic  alone  was 
>rth  money.  On  a  relative  basis  this 
tion  has  some  logic;  if  Yahoo  has 
ar  times  the  traffic  of  Excite,  its  mar- 
:  value  should  perhaps  be  four  times 
cite's.  But  how  did  the  bulls  know 
lether  those  values  should  be  $4  bil- 

|n  and  $1  billion,  or  $4  million  and  $1 

ilion? 

I  Traffic  figures  have  another  virtue, 
J;ues  Brett  Trueman,  professor  of  ac- 
'iinting  at  the  University  of  California, 
rkeley's  Haas  School  of  Business. 
Heman's  research  has  found  that  traf- 
;!  figures  do  help  predict  future  rev- 
'  lies.  They  did  not  distinguish  compa- 
ss that  could  turn  revenues  into 
;)fits  (such  as  Ebay)  from  those  that 
ild  not  (Etoys,  CDNow  and  hundreds 
others).  When  betting  on  two  beaten- 
:vn  Internet  stocks  trading  below  net 
.Trent  assets,  speculating  on  the  one 
jh  traffic  gains  makes  sense. 


Operating  results.  None  of  the  Web 
companies  on  our  list  is  profitable.  Nev- 
ertheless, all  but  one  have  improving  op- 
erating income  (earnings  before  inter- 
est, taxes  and  depreciation,  excluding 
one-time  items),  and  thus  the  prospect 
of  posting  real  earnings  some  day. 

Search  engine  GoTo.com  scratched 
out  a  $52,000  operating  profit  last 
quarter,  which  should  jump  to  $1  mil- 
lion in  the  third.  Ivillage  promises  its 
operating  loss  of  $19  million  in  the  sec- 
ond quarter  will  fall  to  zero  in  the  fol- 
lowing period.  Things  are  improving 
more  slowly  at  search  engine  Ask 
Jeeves.  Its  operating  loss  was  $9.7  mil- 
lion last  quarter;  analysts  project  this 
will  be  whittled  down  to  minus  $7.6 
million  in  the  fourth  quarter.  InfoSpace 
is  headed  in  the  other  direction,  from  a 
$3  million  operating  gain  last  quarter  to 
a  $17  million  loss  next.  It  is  spending 
the  money  expanding  beyond  running 


Web  sites  into  selling  software,  poten- 
tially a  more  lucrative  business. 

Cash  cushion.  If  the  cash  position  is 
good,  investors  should  feel  reassured. 
Consider  GoTo,  which  is  due  to  change 
its  name  to  Overture  Services  this 
month.  The  company  has  $17.8  mil- 
lion in  cash,  and  actually  added  $4.8 
million  in  cash  last  quarter.  That's  one 
reason  GoTo's  stock  has  doubled  since 
March  to  $12.33.  Ask  Jeeves,  with  $36 
million  in  cash,  has  a  bigger  cushion 
but  is  burning  $5  million  per  quarter  . 

Cash  is  the  ultimate  hard  asset. 
Computers  and  desks  may  turn  out  to 
be  worth  less  than  their  carrying  value. 

So  look  at  tangible  book  value 
(book  value  minus  goodwill  and  other 
intangibles),  but  pay  close  attention  to 
the  portion  of  tangible  book  that  takes 
the  form  of  cash  and  equivalents.  Ivil- 
lage's  tangible  book  value  of  $1.12  is 
composed  mostly  of  cash,  $  1 .03.  F 
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Small  Stocks'  Turn? 

If  historical  patterns  hold,  small-cap  stocks  will  beat  large  caps  over  the  next  few  years 


BY  PETER  BRIMELOW 

WHERE'S  THE  BOTTOM  TO  THIS  UGLY,  TERROR-RIDDEN  MARKET?  WE  DON'T  HAZARD  A  GUESS;  THAT  WALK  IS  TOO 
random.  But  we  can  offer  a  fairly  persuasive  plot  of  the  rhythms  of  sector  rotation.  The  chart  (below)  displays 
the  performance  of  small-company  stocks  relative  to  that  of  large-company  stocks.  There  is  a  discernible  ten- 
dency for  the  groups  to  outperform  one  another  alternately  for  long  periods  of  time. 

Large-cap  stocks  have  led  the  way  since  1984,  notes  James  P.  Cullen,  president  of  Schafer  Cullen  Capital  Manage- 
ment, a  Manhattan  firm  that  manages  $300  million.  Now  it  may  be  small-cap  stocks'  turn. 

Academics  debate  why  this  rotation  pattern  occurs.  In  a  recent  paper  for  the  Na- 
tional Bureau  of  Economic  Research,  economists  Nicholas  Barberis  and  Andrei 
Shleifer  suggest  that  any  outperforming  stock  group  may  start  a  protracted  stam-  4 
pede.  But  everyone  accepts  that  the  pattern  exists — and  can  be  very  profitable. 

Even  within  the  small-cap  sector,  Cullen  prefers  value  (stocks  trading  at 
low  multiples  of  dividends,  book  value  and  earnings)  to  growth  (the 
other  kind).  "Everyone's  looking  for  the  next  IBM,"  he  says.  Easier 
and  better,  he  suggests,  to  look  for  the  next  Taco  Bell.  Small  caps 

The  table  displays  some  Schafer  Cullen  picks,  alongside  outperform 
Thomson  Financial/IBES  forecasts.  Market  caps  are  be- 
tween $200  million  and  $1.5  billion.  F 


Research:  EDWIN  S.  RUBENSTEIN, 

research  director,  Hudson  Institute, 
Indianapolis,  edwin r@h udson. org. 
Graphics:  DAVID  LADA. 


Relative  performance  of 

small  capitalization  vs.  S&P  500  stocks 


A  Small-Cap  Sampler 


Some  small-cap  stocks  currently  held  by 
Schafer  Cullen  Capital  Management. 


J 


Sources:  Dimensional  Fund  Advisors.  Commodity  Research 
Security  Prices  (CRSP)  (small-cap  stock  returns.  1926-79): 
Russell  2000  (small-cap  stock  returns.  1979  to  present): 
S&P  500  (large-cap  returns.  1926  to  present). 


COMPANY 
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2001 
ESTIMATED 
P/E 

EPS 
PROJECTED 
GROWTH1 

MARKET 
VALUE 
(SMIL) 

Boyd  Gaming 

$3.69 

.  8 

14% 

$230 

Colonial  BancGroup 

12.50 

11 

11 

1,414 

Terex 

18.37 

10 

12 

494 

Ultratech  Stepper 

13.72 

28 

25 

312 

Vintage  Petroleum 

17.43 

6 

22 

1,099 

'EYfc**fMkc  I  Find  past  Charticles  at 
^JLLLaLa^    >  www.forbes.com/brimelow. 


Prices  as  of  Sept.  20.  'Annualized;  projected  over  next  three  to  five  years.  Picks  provided  by  Schafer 
Cullen  Capital  Management  Sources:  Bloomberg  Financial  Markets:  FT  Interactive  Data  and  Thomson 
Financial/IBES  via  FactSet  Research  Systems. 
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INVESTMENT  &  LOAN 


Fremont  Investment  &  Loan 
nont  Investment  &  Loan  is  a  com- 
al  and  residential  real  estate 
specializing  in  commercial  loans 
d-market  properties,  as  well  as 
onforming  residential  loans, 
uartered  in  Anaheim,  California, 
ompany  originates  commercial 
in  all  50  states  through  its  nine 
al  offices. 

two  projects  are  alike,  and  at 
lit,  no  two  loans  are  alike.  Because 
m  is  a  portfolio  lender,  it  has  the 
ity  to  create  the  optimum  loan 
lire  for  each  project.  Fremont  pro- 
I'ariable  rate  financing  on  all  types 
ime  producing  properties  as  well 
mpt,  reliable  service  to  its  cus- 
! .  Using  the  firm's  highly  efficient 
]'al  and  closing  process,  the 
jhy  is  well  known  for  the  ability 
itpedite  approvals  and  closings 
sue  sensitive 
;tions. 


REWARD 


Types  of  Transactions: 

•  Properties  in  Transition 

•  Time  Sensitive  Transactions 

•  Properties  with  Unique  Risk 
Characteristics 

•  Special  Purpose  Properties 
Fremont's  commercial  loan  origina- 
tors are  not  just  lenders;  they're  experi- 
enced real  estate  professionals  who 
demonstrate  intelligent  underwriting 
through  analyzing  complex  transactions 
to  gain  an  in-depth  understanding  of 
the  risks  posed  by  the  transaction. 
Fremont  is  able  to  develop  workable 
solutions  and  create  loan  structures 
that  adequately  address  these  risks 
while  meeting  the  needs  of  our  borrow- 
ers. And  delivery  as  promised  is 
Fremont's  highest  priority  with  a  due 
diligence  process  designed  to  minimize 
last  minute  surprises.  In  all  markets 
and  phases  of  the  real  estate  cycle, 

you  can  rely  upon  Fremont 
to  provide  advantageous 
financing  for  commercial 
real  estate  projects 

Contact: 

Fremont  Investment  &  Loan 
Los  Angeles,  CA 
310-315-7019 
www.1800fremont.com 
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General  State  Indicators 

State 

Change 

National 

Average 

Total  Residential  Population-2000  (Ths.) 

1,998.3 

281,421.0 

5,628.4 

Gross  State  Product-2000  (Bil.$) 
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+4% 
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Labor  Indicators 
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An  Insightful  Investment  Firm 

Louis  G.  Navellier  is  CIO  and  President 
of  Navellier  &  Associates,  Inc.,  Navellier 
Management,  Inc.,  editor  of  MPT  Review 
and  The  Blue  Chip  Growth  stock 
newsletters,  located  in  Reno,  NV. 
A  graduate  of  California  State 
University — Hayward,  with  an  MBA  in 
Finance,  Navellier  has  been  very  suc- 
cessful in  translating  what  had  been 
purely  academic  techniques  into  "real 
market"  applications.  Navellier  believes 
that  disciplined  quantitative  analysis 
can  select  stocks,  which  will  signifi- 
cantly outperform  the  overall  market.  A 


vidual  portfolios,  pension  funds  and 
institutional  portfolios  with  over  $5  bil- 
lion under  management.  In  1993 
Navellier  Management,  Inc.,  was  formed 
to  manage  the  Navellier  Performance 
Funds  and  Navellier  Millennium  Funds. 


Services  Include 


•  Private  Management — 
$100,000  minimum 
Fixed  or  Incentive  Fees 

•  Mutual  Funds — 
$2,000  minimum 
$500  for  IRA 

•  Newsletters 
MPT  Review 

Blue  Chip  Growth  Letter 


Hedge  Funds 


three-step  highly  disciplined  "bottom 
up"  stock  selection  process  is  employed, 
including  quantitative  analysis,  funda- 
mental analysis  and  utilization  of  an 
allocation  model.  In  1980,  he  began 
publishing  his  research  in  his  stock 
advisory  newsletter  MPT  Review  using 
the  above  disciplined  process. 

Since  1985,  Mr.  Navellier  has  been 
very  active  in  the  management  of  indi- 


Most  recently,  Mr.  Navellier  was  fea- 
tured in  a  book  titled  Secrets  of  the 
Investment  All-Stars  by  Kenneth  A.  Stern 
in  an  interview  titled  "Louis  Navellier,  A 
Man  Who  Has  Beat  Them  All." 

Contact: 
Navellier 

Janice  W.  Rushing/Client  Services 

800-454-1395 

www.navellier.com 
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Bear  Necessities 

Glickenhaus  thinks  these 
stocks  will  prove  profitable 
even  if  he  is  right  and  the 
market  tumbles  further 


Altera 

logic  chips 


$21.70  £56.69 


RECENT  PRICE 


52-WEEK  HJG 


LATEST-12- 
MONTHPiL 


31 


MARKET  Cl 
 CSBIl  > 


$8.4 


Anadarko  Petroleum 

oil  &  natural  gas 

i    RFCFNT  PRICF     ;    52-WFFK  HIF.I 


$49JML 

LATEST-12- 


£75.95 

MARKET  CAF 
$BII ) 

$12.3 


Burlington  Resource) 

oil  &  natural  gas  

RECENT  PRICE  

52-WEEK  HIGti 

_$53.63 

LATEST-12- 
MFINTH  P/F 

MARKET  CAF 
($BII ) 

7 

$73.5 

Devon  Energy 

oil  &  natural  gas 


$40.03 


LATEST-12- 
MONTHPiE 


(HIGH 

$66.75 

MARKET  CAP 
($RII) 


6 


J        ($RH)  . 

$5.2 


Texas  Instruments 


semiconductors 

RECENT  PRICE 

52-WEEK  HIGH 

$24.30 

$63.88 

MARKET  CAP 
(SRII) 

LATEST-12- 
MflNTH  P/F 

32 

 $42.2 

Dow  6000 

Seth  Glickenhaus  has  been 
jumping  headlong  into  bear 
markets  since  Roosevelt  was 
President.  So  why  is  he  so 
cautious  this  time? 

BY  BERNARD  CONDON 

SETH  GLICKENHAUS  DIGS  INTO 
his  Caesar  salad  and  cocks  an 
ear.  The  man  sitting  at  the 
table  behind  him  at  the  Prince- 
ton Club  of  New  York  is  la- 
menting the  millions  he  just  lost  in  the 
stock  market.  Glickenhaus  stands  to 
leave,  introduces  himself  as  a  fellow  in- 


vestor, then  parts  with  two  simple  words. 
"Good  luck." 

Coming  from  one  of  Wall  Street's 
most  acerbic  critics  of  financial  folly,  it's 
a  restrained  comment.  Glickenhaus  has 
been  witness  to  the  ill  effects  of  "mind- 
less investing"  for  decades,  and  he  isn't 
shy  about  speaking  his  mind.  This  is  a 
man,  after  all,  who  in  a  1934  job  inter- 
view at  Salomon  Brothers  offered  a 
most  impolitic  opinion  of  J. P.  Mor- 
gan— " Al  Capone  in  a  top  hat" — and  to 
cofounder  Herbert  Salomon  no  less. 
(He  got  the  job.)  But  Glickenhaus  pre- 
fers to  listen  now.  It's  a  week  after  terror- 
ists leveled  the  World  Trade  Center.  The 
Dow  Jones  industrial  average  has  just  hit 
8962,  down  7%  in  two  days. 

At  87,  the  founder  of  money  man- 


Prices  as  of  9/18/01.  Source:  Market 
Guide  via  FactSet  Research  Systems. 


ager  Glickenhaus  &  Co.  has  seen  ever 
thing  the  market  has  had  to  offer.  An 
he  knows  lots  more  bad  news  lies  ahea« 
"That  man  at  lunch  won't  be  sustainin 
the  economy  anymore,"  he  says. 

For  those  thinking  of  buying  on  th 
dips,  Glickenhaus  has  a  sober  forecas 
The  Dow  will  still  be  hovering  aroun 
10,000  a  decade  from  now,  and  is  like 
to  take  a  trip  to  6000  along  the  wa] 
Businesses  have  overexpanded  and  con 
sumers  are  too  indebted.  He  sees  a  pai 
allel  with  the  aftermath  of  the  Dow's  las 
runup,  from  177  in  1949  to  995  in  1966 
By  1982  the  market  was  scarcely  high 
er — and  in  real  (inflation-adjusted 
terms  a  lot  lower.  Only  then  were  ini 
vestors  ready  for  the  next  bull  market. 

"It  took  16  years  for  the  market  t< 
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ver  last  time,"  he  says.  "It's  going  to 
at  least  that  long  to  consolidate 
s  this  time." 

-lis  advice  to  investors  now  is  to  buy 
ds:  triple-A-rated  corporates  and 
licipals  and  Treasurys  with  maturi- 
no  longer  than  four  years.  That's  not 
y  that  he  thinks  all  stocks  are  unrea- 
ibly  priced  now  and  he  expects  some 
ing  opportunities  as  the  Dow 
rices  around  (see  table  opposite). 
le  likes  natural  gas  companies  like 
darko  and  Devon  Energy  because  of 
fuel's  limited  supply.  They're  off 
•  highs  lately  because  of  softening  oil 
;s  and  the  overall  market  slump.  Yet 
links  investors  will  eventually  over- 
these  companies  when  the  market 
anew.  So  you  may  want  to  wait  until 
're  cheaper  still  to  buy  them. 
Tis  other  picks  are  two  chipmakers, 
ra  and  Texas  Instruments,  which  are 
;ring  with  the  rest  of  the  tech  stocks. 
Glickenhaus  knows  that  chips  are 
ical,  and  now  marks  a  time  when 
i  shares  are  cheap  enough  to  buy.  TI 
articular  has  been  hurt  by  the  col- 
e  of  cell  phone  sales.  Sales  should 
up  once  the  new  generation  of  tech- 
>gy  renders  current  phones  relics, 
kenhaus  also  is  impressed  by  Altera's 
vess  in  the  types  of  chips  that  allow 
amers  to  program  them.  An  upturn 
le  computer  industry  should  make 
i  winners,  he  says. 

jlickenhaus  knows  about  winning 
losing  in  the  market.  After  doubling 
nvestors'  money  in  the  three  years 
ugh  1997,  he  turned  bearish  and 
ed  shifting  into  real  estate  investment 
5  and  convertible  bonds.  His  longest- 
ling  investment  partnership,  the 
:hester  Fund,  lost  2%  in  1998  versus 
in  of  29%  for  the  S&P  500.  Last  year 
fund  rose  11%  compared  with  the 
s  loss  of  9%,  but  some  clients  had  al- 
ly fled.  Glickenhaus  now  manages 
$400  million  of  the  firm's  $1  billion 
>sets,  which  is  down  from  $4  billion 
996.  This  year  Dorchester  is  off  4% 
pared  with  the  S&P's  decline  of  25%. 
'We're  sowing  the  seeds  of  recovery," 
kenhaus  says.  "A  fall  in  the  stock  mar- 
sn't  going  to  really  hurt  the  country, 
r  all,  it's  gone  down  before."  F 


The  Meaning  of  "Cheap" 

Looking  for  low-multiple  stocks?  There's  more  than 
one  way  to  skin  that  cat. 


BY  ANDREW  T.  GILLIES 

THE  ECONOMY  IS  STRUGGLING 
and  the  stock  market  is  a  mess. 
If  you  are  looking  for  bargains 
churned  up  in  the  turmoil,  you  may 
have  to  set  your  computer  to  screen 
for  companies  trading  at  low  multi- 
ples of  their  earnings. 

That's  not  a  bad  way  to  look  for 
cheap  stocks,  but  it's  not  the  only  way. 
Here  are  two  other  approaches  to  the 
notion  of  low-multiple  investing:  price 
to  cash  flow  and  enterprise  multiple. 

The  "cash  flow"  we  are  talking 
about  here  (be  careful — the  phrase 
has  three  entirely  different  meanings 
on  Wall  Street)  is  earnings  plus  depre- 
ciation and  amortization.  In  some  in- 
dustries, like  newspaper  publishing,  it 
is  perhaps  a  better  measure  of  prof- 
itability than  net  income;  in  many 
others,  like  cement  making  and  rail- 
roads, it  is  merely  a  supplemental 
measure.  (Although  amortization 
may  be  nothing  but  a  bookkeeping 
entry  related  to  goodwill,  deprecia- 
tion tends  to  reflect  real  wear  and  tear 
on  equipment  and  buildings.  As  in- 
vestor Warren  Buffett  likes  to  say,  cap- 
ital expenditures  are  not  paid  for  by 


the  tooth  fairy.)  In  the  table  we  picked 
out  companies  trading  at  cash  flow 
multiples  that  are  low  in  relation  to 
historical  norms. 

The  enterprise  multiple  is  a  little 
trickier:  the  ratio  of  a  company's  en- 
terprise value  to  its  operating  income. 
Enterprise  value  is,  in  effect,  the  price 
tag  that  Wall  Street  puts  on  business 
operations.  Compute  it  as  the  sum  of 
the  market  value  of  common  stock, 
the  liquidation  value  of  preferred 
stock  and  all  debt,  minus  cash  and 
equivalents. 

"Operating  income"  is  another 
one  of  those  terms  with  more  than 
one  meaning.  Here  we  use  it  to  mean 
profits  before  depreciation  and  amor- 
tization, interest  and  taxes.  Mindful  of 
Buffett's  cautions,  you  should  not  for 
a  second  think  of  operating  income  as 
the  cash  an  owner  can  freely  extract 
from  a  business.  But  the  enterprise 
multiple  gives  clues  to  cheapness,  if 
you  compare  it  with  multiples  for  the 
company's  competitors.  Our  selected 
stocks  have  enterprise  multiples 
below  their  sector  averages. 

For  an  expanded  table  go  to 
www.forbes.com/cheap.  F 


Value  Proposition 


Enterprise  and  price-to-cash-flow  multiples  can  help  ferret  out  potential  bargains. 
These  stocks  look  undervalued  relative  to  their  sector  enterprise  multiples  and 
5-year  price-to-cash-flow  averages. 

ENTERPRISE 
MULTIPLE      PRiPE/r.flSH  FLOW 

Company 

Recent 
price 

2001 
est  PIE 

company 

sector 

current 

5-year 
average 

Banta 

$27.64 

11 

4.6 

8.8 

4.5 

5.4 

Blyth 

20.83 

13 

5.8 

7.0 

13.5 

21.0 

Boston  Scientific 

18.05 

24 

10.0 

12.9 

12.8 

23.2 

Goodrich 

19.85 

6 

4.3 

6.5 

1.6 

7.5 

Knight  Ridder 

57.56 

18 

6.5 

8.8 

11.5 

13.2 

McGraw-Hill 

56.22 

21 

8.5 

8.8 

12.3 

13.9 

Papa  John's  International 

25.31 

12 

6.0 

8.7 

7.4 

14.0 

Pharmacia 

40.00 

23 

12.3 

15.9 

23.6 

35.0 

Tyson  Foods 

9.20 

26 

5.4 

6.1 

4.8 

6.5 

Wendy's  International 

26.69 

16 

7.4 

8.7 

9.7 

10.9 

Prices  as  of  Sept.  19.  Sources:  Market  Guide,  FT  Interactive  Data  and  Thomson  Financial/IBES  vi. 

;  FactSet  Research  Systems. 
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See  No  Evil 

How  closely  do  trustees  watch  municipal 
bond  coffers?  Judging  by  U.S.  Trust  and  a 
now-busted  muni  deal,  not  closely  enough. 


BY  JOHN  GORHAM 

PHILIP  SALLEY  WISHED 
he  had  never  made  the 
investment.  The  Del 
Mar,  Calif,  business- 
man bought  $925,000  in  mu- 
nicipal bonds  issued  by  affili- 
ates of  Heritage  Healthcare  of 
America  to  build  nursing 
homes  specializing  in  Alz- 
heimer's care.  This  sounds  like 
a  worthy  cause,  but  the  bonds 
ended  up  defaulting  and  cur- 
rently trade  for  as  little  as  6 
cents  on  the  dollar. 

The  bonds  were  part  of  a 
series  of  muni  offerings,  total- 
ing $130  million,  the  majority 
of  which  Heritage  floated  in 
1997  and  1998— and  the  in- 
vestor appeal  of  its  tax-exempt 
paper  is  obvious.  The  bonds 
paid  as  much  as  an  8.5%  yield, 
which  at  the  top  tax  rate  is 
equivalent  to  12%.  Typical  for 
a  small  issue,  the  bonds 
weren't  rated;  yields  on  rated  munis 
then  were  just  4.4%  to  4.8%.  Only 
seven  of  the  ten  projects  ever  got 
built — and  just  three  remain  open. 

Who's  to  blame?  The  largest  bond- 
holder group,  led  by  the  wealthy  Betker 
Family  Trust,  is  suing  Heritage  for 
fraud,  saying  it  shifted  funds  from  one 
project  to  another  in  violation  of  bond 
covenants,  pulling  all  the  deals  into  de- 
fault. Heritage,  of  Encino,  Calif.,  has 
said  the  covenants  allowed  for 
the  money  transfers.  The 
nursing  homes'  former  man- 
ager blames  low  patient  reim- 
bursements for  the  defaults. 
Another  bunch  of  bondhold- 
ers, including  Salley,  have 
brought  arbitration  claims 


No  recovery  in  sight:  Philip  Salley's  bonds  went  bust. 


against  the  Minneapolis  brokerage  that 
sold  them  Heritage  bonds;  broker 
Miller  8c  Schroeder  says  they  were  so- 
phisticated investors  who  should  have 
known  the  bonds  were  risky. 

Yet  the  more  tempting  deep  pocket 
belongs  to  U.S.  Trust,  the  august  outfit 
owned  since  2000  by  Charles  Schwab. 
U.S.  Trust's  job  was  to  act  as  custodian 
for  the  bond  proceeds.  Muni  trustees — 
and  U.S.  Trust  is  true  to  form — believe 


TRUSTEES  DESCRIBE 
THEIR  ROLE  AS  THAT  OF 
PASSIVE  PAY  AGENTS,  NOT 
VIGILANT  WATCHDOGS. 


:: 


they  bear  zero  responsibility  to  vet  b 
velopers'  requests  for  money  from  |c 
bond  issue.  Says  the  U.S.  Trust  ex<  i 
tive  who  oversaw  the  Heritage  fu 
William  Barber:  "I  am  not  require 
supposed  to  investigate." 

Traditionally  a  bond  trustee's  j( 
mechanical:  Mail  out  interest  checkfof 
bondholders  and,  if  the  money  is 
marked  to  build  something,  dole 
cash  to  the  developer  piecemeal  as  v« 
progresses.  In  return  for  these  serv 
a  trustee  charges  up  to  1 .25%  yearl 
a  bond  issue,  says  veteran  trustee  elk: 
sultant  H.  Lewis  Stone.  Only  if 
munis  go  bad  does  the  trustee  besti 
self  and  fight  to  recover  money 
bondholders.  Now  U.S.  Trust  is  su 
Heritage's  officers  and  directors. 

The  most  obvious  way  for  inves 
to  avoid  such  problems  is  to  shun  n 
rated  debt.  Or  at  least  to  look  for  b» 
deals  with  tighter  trust  indentures,  s 
as  a  separate  escrow  account  for  c 
struction  money  that  can't  be  tap; 
until  an  independent  agent  has  sco 
out  the  on-site  status  for  the  trustee 

But  the  usual  indenture  requires 
tie  oversight.  "You  can  run  into  a  sit 
tion  where  the  trustee  has  actual  kna 
edge  that  the  developer  is  abscond 
with  the  money,  and  it  doesn't  decla 
default,"  says  David  Guin,  a  Birmi 
ham,  Ala.  lawyer  who  has  successfi 
sued  muni  trustees.  Thus  far  legal  pre 
dent  seems  to  favor  trustee  passiv 
Two  early- 1990s  Supreme  Court  ruli 
limited  exposure  of  trustees  to  boi 
holder  suits. 

No  one  is  charging  that  U.S.  Trf 
knew  of  any  funny  business  aheac 
time.  Nevertheless,  the  Betker  trust 
also  sued  U.S.  Trust  for  negligence  a 
fraud;  U.S.  Trust  denies  the  charges  a 
says  it  hasn't  seen  the  suit.  Betker 
gues  that  U.S.  Trust  didn't  properly 
view  Heritage's  requests  for  ba 
money  and  should  never  have  d 
bursed  it.  (Even  though  Bank  of  N 
York  recently  bought  U.S.  Trust's  c« 
porate  trust  business,  which  dealt  w 
Heritage,  U.S.  Trust  still  must  grap 
with  the  Heritage  aftermath.) 

There  was  at  least  one  red  flag  t 
trustee  might  have  spotted:  a  requ 
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ir  a  $900,000  advance  to  buy  furnish- 
igs  for  the  Chicago  nursing  home  on 
Jy  29, 1998.  The  requisition,  coming  a 
iere  five  days  after  the  bond  sale 
osed,  was  signed  by  a  Heritage  execu- 
ve  and  Robert  Kasirer,  an  investor 
ho  was  overseeing  the  operations  of 
ie  nursing  homes.  Whether  U.S.  Trust 
sbursed  the  money  is  unclear,  yet  it 
lould  have  triggered  some  questions, 
n  existing  structure  on  the  site  had  yet 
i  be  renovated  and  construction  of  a 
cond  one  was  six  months  off.  The 
im  was  two-thirds  of  the  Chicago 
•oject's  entire  furnishings  budget. 

Heritage  also  drew  down  the  proj- 
t's  operating  reserve  fund,  although 
e  home  never  opened.  Kasirer  says 
:'s  blameless  and  only  did  what  Her- 
lge  asked.  Heritage  hasn't  commented. 

Kasirer,  who  lives  in  a  Beverly  Hills 
)me  complete  with  a  private  tennis 
>urt,  is  no  stranger  to  controversy.  The 
eritage  hospital  he  helped  manage  in 
incho  Cucamonga,  Calif,  was  accused 
f  Medicare  attorneys  of  overstating 
imbursable  Medicare  costs  by  at  least 
!.7  million  over  three  years.  Kasirer 
ys  he  knew  nothing  about  it  and  his 
impany  was  one  of  three  to  manage 
e  hospital  during  that  time. 

The  Internal  Revenue  Service  is 
insidering  yanking  the  tax-exempt 
itus  of  some  bonds  connected  to 
ree  housing  projects  Kasirer  helped 
velop  in  the  early  1990s.  The  issue 
nters  on  arcane  "tax-exempt  arbi- 
ige"  rules.  The  IRS  claims  on  one  of 
e  deals,  Kasirer  bought  a  chunk  of  the 
oject's  tax-exempt  bonds,  and  with 
other  party  backed  them  up  with 
table  U.S.  government  securities  to 
sure  the  debt  was  repaid  (a  process 
lied  "defeasance")  and  resold  the  se- 
rities  for  a  profit.  Kasirer  insists  he 
|dn't  defease  the  bonds  and  lost 
iDney  on  the  sales. 

i  Nearly  two  years  after  the  Heritage 
nds  defaulted  bondholders  are  losing 
iipe  U.S.  Trust  can  recover  much.  "I 
n't  know  when  was  the  last  informa- 
>n  I  got  about  what  they  were  doing," 
ws  Doris  Archey,  74,  a  widow  in 
'iwney,  Calif,  who  invested  $250,000. 
' guess  they  aren't  doing  much."  F 


Ever  ask  yourself, 

"Where  in  the  world 
am  I  going  to  find  a  solution 
for  this  excess  inventory?" 


EAL  is  the  simple  solution. 

We  distribute  your  donated 
inventory  to  colleges  and  universities  to 
help  financially  needy  students 

We  solve  your  inventory 
problems  and  turn  your  tax-deductible 
donations  into  scholarships. 

I  .l.i.  .in. ...  ii  AwiMlDCC  Mil 

Contact  Educational  Assistance  Ltd  at: 
630-690-0010  or  visit  our  website  www.ealworks.org 
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Airline  Survivors 

►  DESPITE  THE  FEDERAL  AID  PACKAGE  THAT  CONGRESS  HAS  APPROVED, 
airlines  will  be  in  sad  shape  for  a  while.  The  industry's  stock  this  year  already  was 
in  retreat  before  the  terrorist  attacks  turned  the  slump  into  a  rout  (see  chart). 
Major  carriers  like  US  Airways  and  Northwest  are  teetering  on  the  brink  of 
bankruptcy  as  losses  mount  with  every  day  of  meager  ridership. 

So  now's  the  time  to  think  about  which  major  carriers  will  survive — and  to 
make  some  wise  value  plays.  Joseph  Battipaglia,  chief  investment  officer  at  in- 
vestment bank  Gruntal  &  Co.,  spots  four  of  them  (see  table): 
•Southwest  (NYSE:  luv)  the  healthiest  of  the  bunch,  turned  a  profit  in  2001  's  first 
half,  one  of  only  two  majors  to  do  so.  The  low-price  airline  says  it  has  been  able 
to  maintain  its  normal  flight  schedule.  It  also  has  the  majors'  lowest  debt  level, 
at  42%  of  total  capital.  US 


Airways  and  Northwest  are 

at  92%. 

•  Delta  (NYSE:  DAL)  closed  on 
$1.25  billion  in  financing  the 
week  after  the  disaster, 
putting  it  in  a  better  cash  po- 
sition than  most. 
•Well-run  Continental  (NYSE: 
CAL)  was  the  other  profitable 
carrier.  The  company's  $1 
billion  in  cash  should  bolster 
it  nicely. 

•  American  (NYSE:  AMR),  the 

biggest  carrier,  lost  two 
planes  in  the  hijackings.  It 
too  has  a  huge  cash  stash 
and  a  sizable  credit  line 
available.  Its  acquisition  of 
TWA  in  April  strengthens  its 
route  structure.  Integration 
of  TWA  should  be  complete 
by  early  2002. 

— Christopher  Helman 


Rescue  Mission 


The  $15  billion  federal  bailout  will  do  the  most 
good  at  the  strongest  airlines,  shown  below. 

200    Ratio  scale 


Amex  airline  index 


50 


Source:  FT  Interactive  Data. 
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PRICE 

P/E 

52-week 

latest 

Airline 

recent  high 

12  ms 

AMR 

$20.00  $43.94 

NM 

Continental 

17.46  57.88 

4 

Delta 

23.66  52.94 

3 

Southwest 

12.83  23.33 

15 

Prices  as  of  Sept.  19.  NM:  Not  meaningful. 

Source:  Market  Guide  via  FactSet  Research  Systems. 


Shopping 


►  WHEN  ALLEN  ROWLAND  SET  OUT  TO 
right  supermarket  giant  Winn-Dixie  (NYSE: 

WIN)  two  years  ago,  the  new  chief  execu- 
tive found  a  chain  with  too  many  stores, 
a  poor  product  mix  and  a  stock  price 
that  had  fallen  40%  from  its  1999  high. 

Rowland's  plan:  Cut  costs,  shutter 
stores,  close  unprofitable  offerings  like 
salad  bars  and  dry  cleaners.  Result:  a 
5.8%  sales  decline  in  the  fiscal  year  ended 
in  June,  but  a  more  stable  base  to  grow 


from,  says  Steven  Lehman,  manager  of 
Federated  Investors'  Market  Opportu- 
nity Fund. 

Excluding  some  restructuring 
charges,  Winn  earned  99  cents  in  fiscal 
2001.  At  $20,  the  stock  has  a  multiple  of 
20,  compared  with  16  for  sector  leader 
Kroger.  But  Lehman  finds  some  comfort 
in  Winn-Dixie's  $1.02  dividend.  It's  a 
good  profit  portent  if  the  dividend  has- 
n't been  cut  by  now.  — Daniel  Kruger 


Gotta  Eat 


►  EVEN  IN  NERVOUS  TIMES,  CONS1 
ers'  zest  for  dining  out  won't  van 
Mark  Kalinowski,  restaurant  ana  | 
with  Salomon  Smith  Barney,  notes 
casual  dining  has  enjoyed  rising  sale 
each  of  the  last  40  years. 

Kalinowski's  top  pick  is  1,169-t 
let  Darden  Restaurants  (NYSE:  DRl) 
world's  largest  casual-dining  outfit 
parent  of  the  Red  Lobster  and  O 
Garden  chains.  Red  Lobster  bene|i 
from  a  40%  drop  in  shrimp  prices 
a  25%  slide  in  snow  crab  this  year. 

In  the  quarter  ended  in  Augi 
same-store  sales  rose  3.2%  at  Red  L 
ster,  4.2%  at  Olive  Garden,  their  1 
and  28th  straight  period  of  posit 
comps  respectively.  Kalinowski  expc 
17%  long-term  annual  earnings-p 
share  growth.  At  $25  per  share,  Dare 
has  a  P/E  of  14.  — 

Loud  and  Clear 

►  ECONOMIC  SLUMPS  ARE  NO  FRIE 
to  advertising-dependent  media  co 
panies.  Clear  Channel  (NYSE:  ecu)  the  i| 

tion's  largest  radio  station  operator! 
suffering.  After  years  of  rich  earnin 
the  1,170-station  company  fell  into  1 
red  in  late  2000  due  to  the  ad  downdr 
and  charges  from  the  recent  acquisiti 
of  SFX  Entertainment  and  AMFM. 

W.  Timothy  Wallace,  senior  broafc 
casting  analyst  at  Banc  of  America  5 
curities,  says  Clear  Channel  shou 
weather  a  recession  well  because  lo« 
advertising  (70%  of  its  revenue)  is  hi 
less  than  national.  So  it  is  well  po; 
tioned  for  an  economic  rebound.  Tl 
portfolio-enhancing  SFX  and  AMFM  ai 
ditions  should  bear  fruit  then. 

At  $37,  Clear  Channel  chang 
hands  at  half  its  52-week  high  in  Febn 
ary.  Its  enterprise  value  (market  cap  pli 
debt  minus  cash)  is  15  times  operatii 
income  (earnings  before  interest,  tas 
and  nonrecurring  charges) — an  histor 
low,  Wallace  says.  — Monte  Bur) 


\if\Y\\f^C  T°  check  on  Streetwalker's  performance,  visit  our  Web  site  at 
'  www.forbes.com/streetwalker. 
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S duPont  REGISTRY  Luxury  Vehicles  Now  Available  on  ruriltfS 
A  Buveis  Gallery  ot  Fine  Automobiles  i- 


A  Buyers  Gallery  ol  Fine  Automobiles 

www.Forbes.com/lifestyle/vehicles/ 


002  Lexus  SC430  Convertible  2001  BMW  M-3 

lack  with  Black  leather.  Navigation  system,  rear  spoiler,  Run  Flat  Tires,  CD,  Bright  red  with  gray  interior.  Comes  with  luxury  package,  CD  changer,  Zen  head- 
id  Security  Locks.  SPRINGFIELD,  MO    lamps.  POMPANO  BEACH,  FL 


001  Lamborghini  Diablo  6.0  2001  Porsche  911  Twin  Turbo 

illow  with  black  interior,  top  of  the  line  $30,000  upgraded  stereo  system  that  Tiptronic  transmission,  3  piece  HRE  wheels,  6,500  miles,  K40  Radar  with  front 

eludes  a  rear  wing  video  camera  with  GPS  Navigation  system.     CHICAGO,  IL    and  rear  defusers.  TAMPA,  FL 


)01  AM  General  Hummer  Wagon  2000  Rolls-Royce  Corniche 

iwter  Metallic  with  Deluxe  Gray  Cloth.  Automatic  6.5  Turbo  engine,  alloy  Silver  Pearl  with  Cotswold  and  Grey  Top.  Ordered  with  a  list  of  options  from 

leels  12,0001b  winch.  NEW  CASTLE,  DE    the  factory.  BETHESDA,  MD 


)99  Mercedes-Benz  Brabus  SL  7.3S  2000  Ferrari  360  Modena  F1 

i  'onstrous  582  hp  motor  propels  the  car  in  4.9  seconds  to  60  mph  and  on  to  a     Yellow  with  Black  leather  interior.  Only  1 ,400  miles.  Immaculate  condition 
:  f  speed  of  200  mph.  BRABUS  Mastik  leather.     NEWPORT  BEACH,  CA     inside  and  out.  SPRINGFIELD,  MO 


Search,  find  and  buy  luxury  vehicles  at  Forbes 


st^EY  A  INVESTING 


Portfolio  Strategy  By  Kenneth  L  Fisher 


What  HP  Says  About  the  Market 


am  REMAIN  BEARISH,  AND  THIS  HAS  NOTHING  TO  DO  WITH 
I  the  way  the  market  has  reacted  following  the  national 
I  tragedy.  I  remain  bearish  because,  in  a  perverse  way,  UBS 
I  PaineWebber's  management  and  Hewlett-Packard's 
mm  board  told  me  to  be.  They  seem  to  assume  we've  seen  the 
market  bottom  and  that  better  days  lie  ahead. 

To  show  how  they're  mistaken,  let's  take  UBS  Paine  Web- 
ber first.  The  firm  launched  a  huge  national  ad  campaign 
this  summer  claiming  the  market's  "fair  value"  at  year-end 
2002  would  be  50%  above 
current  levels,  based  on  the  ra- 
tionale of  its  chief  strategist, 
Edward  M.  Kerschner.  Follow- 
ing the  terrorist  attack,  he  re- 
mains bullish  and  lowered  his 
target  only  slightly.  (So  far  this 
year  the  S&P  500  is  down  25% 
to  984.)  Well,  everyone  is  enti- 
tled to  an  opinion.  But  you 
would  think  readers  would 
want  to  know  how  well  Kerschner  did  with  prior  forecasts.  If 
he  hasn't  done  well,  why  pay  heed  now? 

Early  each  year  FORBES  reports  on  how  its  financial 
columnists  did  the  prior  year.  But  FORBES'  approach  is  un- 
common. If  readers  knew  how  bad  Kerschner's  past  fore- 
casts have  been  they  would  pay  zero  attention  to  the  UBS 
PaineWebber  claims. 

Take  1999.  Kerschner  originally  forecast  that  the  S&P  500 
would  end  that  year  at  1250,  up  1.7%.  He  was  smack  in  the 
middle  of  the  range  of  forecasters  then,  many  of  whom  were 
knock-kneed  nervous  over  Y2K.  The  S&P  finished  1999  up 
21%.  As  2000  dawned,  Kerschner  forecast  it  would  rise  8.9%, 
to  1600,  again  in  the  midst  of  most  mavens.  The  index  fell 
9.1%.  As  2001  began  he  foresaw  a  30%  rise,  to  1715,  once 
again  within  the  pack.  Three  strikes  and  you're  out. 

As  detailed  in  my  Apr.  3,  2000  column  entitled  "Break 
Their  Crystal  Balls,"  and  this  May  14  in  "Fall  Till  the  Fall," 
the  middle  of  the  range  of  professional  forecasts  never 
comes  true.  The  reason  is  that  the  market  is  a  discounter  of 
all  known  information.  Professionals  as  a  group  have  access 
to  a  body  of  information  that  is  pretty  complete.  Hence 
what  they  can  agree  on  must  already  be  discounted  into 
market  pricing  and  can't  happen. 

This  is  straight  finance  theory.  No  one  who  really  under- 
stands markets  would  ever  lay  a  market  forecast  in  the  mid- 
dle of  peers.  In  fact,  average  professional  forecaster  senti- 
ment right  now  still  is  much  too  bullish  for  a  new  major 
bull  market  to  develop  yet.  When  we  hit  the  real  bottom, 


UBS  management  won't  spend  good  ad  money  to  sup 
proven  losers.  The  firm's  willingness  to  spend  big  buck 
nonsense  shows  the  ugliness  will  continue. 

Then  comes  Carly  Fiorina.  After  nearly  20  years  at  A 
and  Lucent  Technologies,  she  arrived  in  July  1999  with  g 
fanfare  as  the  imported  chief  executive  of  Hewlett-Pack 
charged  to  "reinvent"  it.  Two  years  later  little  has  chan 
this  onetime  icon  of  technology  is  drifting  aimlessly. 
So  what  does  Fiorina  do  two  days  after  the  stock  h 
five-year  low?  Announce 


The  Compaq  deal 
and  a  PaineWebber 
ad  show  that  you 
should  still  be 
bearish. 


HP  is  acquiring  Com 
Computer  for  $25  billio 
stock.  For  Fiorina's  career 
deal  is  a  time-buying  smc 
screen.  Now  no  one  ever 
be  able  to  see  if  she  accc 
plished  anything  fundame 
for  at  least  several  more  ye 
The  time  and  energy  spen 
tegrating  Compaq  will  1 
center  stage  and  obscure  her  past  mistakes  at  HP. 

Trouble  is,  you  don't  put  two  sick  outfits  together 
get  a  well  one.  The  management  that  can't  fix  itself  in 
years  can't  fix  another  troubled  giant  in  that  time. 

As  I  detailed  in  my  1987  book,  The  Wall  Street  Wc 
merger  and  acquisition  activity  in  both  dollars  and  d 
parallels  the  stock  market  cycle.  You  don't  see  many  de 
especially  big  ones,  announced  right  around  market  1 
toms.  They  dry  up. 

Why?  Because  even  the  very  best  boards  of  directors 
sheeplike.  They  get  too  timid  to  take  real  risks  buying  a 
thing  when  prospects  are  bleak.  That  HP's  board  will  ba« 
failing  chief  executive  by  spending  $25  billion  of  new  eq 
for  a  troubled  company  says  folks  aren't  scared  enough 
there  to  be  a  market  bottom. 

Takeover  numbers  in  America  and  overseas  increa 
throughout  1999  and  peaked  in  the  spring  of  2000.  T 
have  fallen  gradually  since  then,  but  not  enough  yet  for  a 
market  bottom.  On  the  very  day  of  HP's  Compaq  news, 
more  midsize  deals  were  announced. 

In  the  weeks  around  this  market's  final  bottom,  j 
won't  see  deals  like  Hewlett's.  You  won't  see  ads  like  UBS 
fact,  you  will  see  scant  anecdotal  evidence  of  folks  seek 
opportunities.  You  will  see  fear. 

That's  why  you  should  remain  bearish  for  now.  1 
Treasury  bills.  Buy  put  options.  Avoid  equities. 

TYwllf*^  I  ^enne,h ^'s'ler 's  a  Woodside.Calif.-based  money  manager. 
I  Find  past  columns  at  www.forbes.com/fisher. 
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rbesASAR  featuring  Bestjof  The 


tternet  II  :  Rebooting  the  Revolution 

:hael  S.  Malone  on  Getting  It  Right  This  Time 


ver  the  digital  horizon, 

orbes  sees  a  new  Internet  dawning. 


I  saw  the  tech  downturn  coming  long  before  it  actually  arrived. 
\\i  now  we  see  the  upside  on  its  way. 

ii  bes  ASAP,  the  magazine  that  for  nine  years  has  steadily  shed  light  on  all  things 
tal,  is  combining  with  Best  of  The  Web,  the  magazine  that  cuts  through  the  clutter 
ihe  Internet,  to  become  Forbes  ASAP,  featuring  Best  of  The  Web. 

j  bes  ASAR  featuring  Best  of  The  Web.  Always  predictive,  always  practical, 
w't  miss  the  enlightening  Fall  2001  edition...  on  newsstands  now. 

bes  ASAP,  featuring  Best  of  The  Web 

TM 

-.as  and  tools  for  the  digital  age 


.  Forbes 

ever  settle. 


CAPITALIST  TOOL 


MONEY  &  INVESTING 


Capital  MarketsJyJVIarilyiLCoheiL 

Locking  In  Higher  Yields 


SOONER  OR  LATER  THE  FED  IS  GOING  TO  RUN  OUT 
of  room  to  cut  interest  rates.  The  cost  of  overnight 
money  is  down  to  3%,  and  could  maybe  go  to  2% 
as  Alan  Greenspan  struggles  to  revive  a  very  trou- 
bled economy.  But  the  short-term  rate  cuts  are 
having  less  and  less  effect  on  long  bonds.  The  30-year  Trea- 
sury's yield  to  maturity  is  5.6%,  up  from  5.3%  in  January.  I 
think  we  are  close  to  the  point  where  bond  yields  overall  are 
near  a  low  and  bond  prices  have  peaked. 

What  to  do  if  you  think 
bond  yields  are  going  to  drift 
sideways  or  slightly  upwards 
over  the  next  year?  Be  very 
cagey  in  acquiring  longer  ma- 
turities. I  have  a  particular  de- 
fensive play  in  mind  for  those 
of  you  buying  tax-free  bonds. 
Buy  older  long-term  munis 
that  are  trading  at  a  premium  | 
and  are  callable.  If  they  do  in 
fact  get  called  away,  you  will  get  a  decent  yield.  If  they  don't 
get  called,  your  interest  return  will  be  even  better. 

Specifically,  I  think  you  should  take  a  look  at  munis  is- 
sued in  the  late  1980s  through  the  mid-1990s,  when 
coupons  were  higher.  They  trade  at  only  modest  premiums 
because  they  are  approaching  the  end  of  their  call  protec- 
tion, meaning  that  issuers  could  yank  the  bonds  away  fairly 
soon.  The  modest  premium  is  key  to  the  arithmetic  of  this 
investment. 

First,  some  background.  Callable  munis  generally  yield 
10  to  20  basis  points  (hundredths  of  a  percentage  point) 
more  than  do  their  noncallable  cousins.  You  get  paid  for 
running  the  risk  that  the  issuer  will  call  your  bond  out  from 
under  you,  paying  off  your  principal  and  leaving  you  to 
scramble  for  something  throwing  off  less  interest  income. 
Callables,  however,  usually  give  you  a  grace  period  of  five  to 
ten  years  before  the  issuer  can  get  them  back. 

After  that  period  elapses,  you  face  a  series  of  call  dates, 
typically  one  per  year.  The  two  bonds  that  I  recommend 
here  all  are  close  to  the  end  of  their  call  protection.  If  you 
buy  them  now,  they're  priced  with  the  expectation  that  they 
will  be  yanked  away  at  the  worst  call  date — that  is,  the  date 
with  the  lowest  yield.  If,  on  the  other  hand,  the  bond  is 
called  later  (or  never),  you  wind  up  with  a  yield  that  is  much 
better  than  you  bargained  for,  because  your  premium  is 
buying  you  more  years  of  high  coupons.  That  kick-up  in 
yield  gives  these  premium  bonds  their  name, 
"kickers." 


Callable  munis 
issued  a  few  years 
ago  should  pay 
handsomely  as 
maturities  near. 


Most  of  the  time  you  should  be  in  noncallable  bon 
known  as  "bullets."  With  those,  you  enjoy  the  full  benefit 
a  decline  in  interest  rates.  But  now  is  not  the  time  to  b 
bullets,  which  will  suffer  price  declines  with  any  rise  in 
terest  rates.  This  is  the  time  to  buy  kickers. 

The  uncertainty  in  these  babies  is  the  date  the  bond  v 
ultimately  be  called;  that's  always  up  to  the  issuer.  But  ever 
kickers  are  called  on  their  worst  call  date,  you  can  get  a  yi< 
that  comfortably  beats  that  of  a  comparable  bullet  bond 

Take  St.  Petersburg,  F 
Excise  Tax  revenue  bone 
5.15%  due  October  201 
which  are  AAA-rated  sin 
they  are  insured  by  FGICl 
General  Electric  Capital  ur 
Recently  they  traded 
$104.10  per  $100  of  fa 
value,  producing  a  3.5%  yie 
to  the  worst  call,  Octob 
2003.  Meanwhile,  AAA  no 
callable  munis  of  that  maturity  yielded  only  2.6%,  or 
basis  points  less. 

Let's  say  interest  rates  rise  over  the  next  several  years  ai 
St.  Petersburg  does  not  refinance  its  bonds.  And  let's  say  t 
bonds  aren't  called  until  their  2013  maturity.  Then  the  yie 
kicks  up  to  4.7%.  That's  40  basis  points  better  than  yields  c 
comparable  AAA  12-year  insured  bonds. 

Too  good  to  be  true?  Well,  there  is  a  subtle  cost  in  a  boi 
like  this,  in  which  the  issuer,  not  the  bondholder,  contrc 
the  maturity  of  the  investment.  It  has  to  do  with  the  lo 
sided  interest  rate  bet  being  made.  If  rates  go  way  up,  the  i 
suer  will  leave  the  5.15%  bond  outstanding  and  you  will  s 
the  value  of  the  bond  go  down,  just  like  the  holder  of  a  1 
year  noncallable.  If  rates  go  way  down,  on  the  other  han 
you  will  not  enjoy  a  mirror-image  price  appreciation.  Tl 
bond  will  definitely  be  called. 

But  the  owner  of  a  kicker  can  come  out  ahead  if  rates  j 
sideways  or  drift  up  just  a  bit.  That's  my  prediction. 

Another  example  is  Mississippi  Singing  River  Hospit 
System  Revenue  bonds  with  a  5.4%  coupon  due  Marc 
2008.  Although  I  dislike  the  credit  risk  of  hospital  bond 
these  are  insured  and  both  Standard  &  Poor's  and  Moody 
give  these  ones  their  top  ratings.  At  $104.90,  the  yield 
worst  call  recendy  was  3.25%  in  2003;  if  they  last  until  the 
2008  maturity,  the  yield  kicks  up  to  4.5%,  or  50  basis  poin 
higher  than  comparable  seven-year  hospital  paper. 


Forbes 


Marilyn  Cohen  is  president  of  Envision  Capital  Management,  Inc..  a  Los  Angele 
fixed-income  money  manager.  Find  past  columns  at  www.forbes.com/cohen 
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Automotive 

1.  Toyota  Motor  North  America 

www.toyota.com/tomorrow 

Acura 
800-TO-ACURA 
www.acura.com 

2.  Chevrolet:  Impala 
www.chevrolet.comMmpala 

Computer/Technology 

Computer  Associates 

www.computerassociates.com 

3.  Samsung  Electronics 

www.samsung.com 

Financial  Services 

4.  TIAA-CREF 

www.tiaa-cref.org 

Hotels 

5.  Beverly  Hills  Convention 
&  Visitors  Bureau 

800-345-2210 
www.visitbh.com 

Hilton  Hotels 
www.hilton.com 

Hotel  Bel  Air 
800-648-4097 
www.hotelbelair.com 

Real  Estate 

6.  The  Remington 

310-474-9300 
www.the-remington.com 

Travel 

7.  ANA 

www.fly-ana.com 

8.  Asian  Affair  Holidays  (Singapore  Air.) 

www.singaporeair.com/americas 

9.  Asiana  Airlines  (2001) 
800-227-4262 
www.flyasiana.com 

10.  Malaysia  Airlines 
www.malaysiaairlines.com 
Business  Classified 

11.  Academic  Resource  Center 
1-800-951-1203 
www.arrc.org 

12.  Capital  Asset  Management 

www.assetprotection.com 
1-800-710-0002 

13.  Delaware  Business  Inc. 

www.e-incorporate.com 
1-800-423-2993 


14.  Fridgedoor.com 

1-800-501-3953 
www.fridgedoor.com/biz.html 

15.  Kercher  Industries,  Inc. 
1-800-634-1577 
www.incrediblebusiness.com 

16.  Nationwide 
1-800-995-0049  ext  7675 

17.  Pilgrim  Tours 
1-800-322-0788 
www.pilgrimtours.com 

18.  Publishers  Guild 
1-800-675-6144 

19.  Registered  Agents,  LTD 
1-800-441-5940 
www.lncUSA.com 

Steven  Sears  CPA/Attorney 
1-714-544-0622 
www.searsatty.com 

20.  Trendchannel.com 
www.trendchannel.com 

21.  Worldwide  Business  Consultants 
1-800-733-2191 

Business  Traveler 

The  Broadmoor 

www.broadmoor.com 

Cingular 
www.cingular.com 

Hilton  Hotels 
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HEALTH 

Needless 
Needles 

Diagnosing  disease 
without  taking  blood, 
once  a  fringe  idea, 
is  close  to  reality. 

BY  CHANA  R.  SCHOENBERGER 

FOR  YEARS  THE  HYPE  OF  PAIN- 
free  medical  testing — no  nee- 
dles, no  blood,  no  tears — has 
outstripped  the  science.  But  now 
painless  testing  is  getting  closer 
to  medical  reality,  thanks  to  recent  break- 
throughs in  fiber  optics  and  a  multimil- 
lion-dollar push  by  such  major  drug- 
makers  as  Roche  and  Johnson  & 
Johnson.  Diseases  such  as  diabetes,  cer- 
vical cancer  and  infant  jaundice — once 
detectable  only  by  scraping  tissue  sam- 
ples or  pricking  the  skin  for  blood — can 
be  diagnosed  and  monitored  by  using 
lasers  to  peer  through  the  skin  or  into  the 
eyes.  As  the  technology  develops,  it  will 
mean  fewer  tears  for  children,  less  travail 
for  the  elderly  and  relief  for  millions  who 
hate  the  prick  of  the  needle.  When  in 
common  use,  these  devices  will  be  just 
as  accurate  as  laboratory  blood  work. 
One  manufacturer  has  found  in  prelim- 
inary trials  that  its  light-based  test  for  cer- 
vical cancer  finds  culprit  cells  25%  more 
often  than  a  traditional  Pap  smear. 

Roche  Diagnostics  has  its  scientists 
working  on  five  or  so  projects,  with  the 
earliest  trials  at  least  a  year  away.  John- 
son &  Johnson's  LifeScan  division, 
among  other  efforts,  has  an  agreement 
with  InLight  Solutions,  an  Albuquerque 
firm  working  on  a  device  that  shines 
near-infrared  light  through  the  skin  to 
measure  blood  glucose  levels. 


SpectRx,  a  tiny  outfit  in  Norcross, 
Ga.,  has  one  of  the  first  new  methods  to 
win  regulatory  approval.  It  sells  a  non- 
invasive test  for  infant  jaundice  and  is 
about  to  ask  the  Food  and  Drug  Admin- 
istration to  approve  new  tests  for  dia- 
betes. It  has  distribution  and  manufac- 
turing deals  with  Roche,  Abbott 
Laboratories  and  Welch  Allyn. 

"We  want  to  take  the  blood  out  of 
blood  tests,"  says  Mark  Samuels,  43, 
SpectRx's  founder  and  chief  executive, 
who  earlier  in  his  career  worked  on 
laser  systems  to  detect  nerve  gas  and 
catch  speeding  cars.  The  tiny  shop  went 
public  four  years  ago  and  has  only  $5 
million  a  year  in  revenue  from  sales  and 
partner  research  payments;  its  stock  is 
at  $5.75,  down  from  $18  in  January. 

Reading  the  Diabetic's  Eye 

Sugar-coated  proteins  in  the  eye  reflect 
more  light,  leading  to  a  likely  diagnosis. 


Laser  beam 


length  of  460  nanometers.  If  the  hai 
held  device  records  fainter  reflected  li 
at  that  wavelength,  it's  an  indicatior 
the  presence  of  bilirubin.  SpectRx  v\ 
approval  by  the  FDA  in  1999  and  is  n 
preparing  to  begin  trials  for  a  similar 
for  cervical  cancer  with  Welch  Allyn. 

Diabetes  screening  and  monitorin 
particularly  puncture-intensive  purs 
represents  a  far  bigger  market.  Diabe: 
have  to  draw  blood  to  test  their  glue 
levels  up  to  six  times  a  day,  driving  a 
billion  market  worldwide,  with  grov 
at  nearly  10%  a  year.  But  so  far  only  h; 
measures  have  been  made.  Roche,  w 
40%  of  the  monitoring  market,  recer 
made  its  lancet  smaller.  A  small  fi 
called  Cygnus  just  began  selling  a  wa> 
that  measures  glucose  through  the  si 


Photon  detectors  — $  I 


Beam  reflected  from 
lens  of  patient's  eye 


receives  fluorescence 
from  lens  tissue 


Automatic 
eye  tracker 


The  core  technology  in  noninvasive 
testing  is  spectroscopy,  which  detects  the 
presence  of  certain  molecules  in  the  body 
by  measuring  their  reflected  light.  Every 
molecule  has  a  signature  structure  that 
reflects  light  at  a  specific  wavelength;  all 
glucose  molecules  share  a  unique  signa- 
ture that's  entirely  different  from  other 
blood  components  such  as  hemoglobin. 
A  machine  fires  a  laser  or  shines  white 
light  on  the  skin  or  in  the  eye.  If  the  re- 
turning wavelength  differs  from  an  es- 
tablished norm,  the  device  alerts  the  pa- 
tient or  doctor  to  the  presence  of  the 
molecule  or  cell  in  question. 

SpectRx's  BiliChek  device  tests  for  in- 
fant jaundice  by  shining  light  on  a  baby's 
forehead  instead  of  poking  a  tear-induc- 
ing needle  into  the  heel.  A  key  symptom 
of  jaundice  is  an  abundance  of  bilirubin, 
a  yellowish  bile  protein  indicating  liver 
trouble.  Bilirubin  absorbs  light  at  a  wave- 


by  drawing  it  to  the  surface,  but  it  bi 
dens  the  user  with  daily  calibration  a 
skin  irritation. 

SpectRx  hopes  to  widen  the  diagnc 
tic  net  with  a  bloodless  test  optometri 
can  perform  during  regular  eye  exan 
Its  Accu-Chek  D-Tector  scans  the  e 
with  a  laser  to  check  for  glycolated  pr 
teins,  molecules  exposed  to  such  hi 
levels  of  glucose  that  the  sugars  bond 
the  protein,  causing  them  to  gk 
brightly  when  illuminated.  Develop 
with  Roche,  the  machine,  slated  to  cc 
less  than  $20,000,  just  completed  a  1,00 
patient  final-stage  trial,  and  SpectRx  m 
file  for  approval  by  year-end. 

Discarding  the  needle  still  faces  si 
able  hurdles,  including  making  the  d 
vices  accurate  for  a  wide  range  of  sk 
types.  But  give  it  a  few  more  years;  o: 
day  you'll  see  ever  more  doctors  repla 
ing  pain  with  light. 
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EDITED  BY  ALAN  FARNHAM 


What  if  It's  You? 

SELF-DEFENSE|lna  hijacking,  or  any  situation  that  brings  you  face  to  face 
with  a  terrorist,  don't  just  sit  there.  So  say  the  vendors  of  martial  arts  courses. 


BY  SETH  LUBOVE 

WE'RE  GOING  TO  RUSH  THE  HIJACKERS." 
Everyone  remembers  the  last  reported 
words  of  software  executive  Jeremy 
Glick,  one  of  37  passengers  aboard 
United  flight  93,  bound  for  God  knows 
what  or  where.  The  Boeing  757  was  the  last  of  four  jets  taken 
over  by  terrorists  Sept.  1 1  and  the  only  one  that  failed  to 
reach  its  target.  The  reason  it  didn't  was,  quite  possibly,  the 
fight  put  up  by  the  passengers. 

If  you  find  yourself  on  board  a  plane,  train  or  subway 
that's  been  commandeered  by  a  suicidal  maniac,  could 


equipped  with  only  your  bare  hands  and  adrenaline,  do  a 
thing  to  prevent  another  tragedy? 

Probably — at  least  according  to  a  cottage  industn 
martial  arts  and  antiterrorism  experts  scrambling  to  take 
vantage  of  the  disaster  by  marketing  their  services  to  busii 
executives.  Training  people  to  defend  themselves,  or  to  th 


2)  Peters* 
grabs  wris 
pulls  knife 
down  only 
slightly,  i 
mizing  his 
own  lever; 


How  the  pros  do  it:  1)  Jerry  Peterson  plays 
victim  to  "terrorist"  Jim  Duff  ner. 


ey  can,  is  big  business,  and  getting  bigger, 
it  beware:  Since  the  industry  has  no  uniform 
indards  and  no  licensing,  anyone  can  pass 
mself  off  as  an  expert,  or  create  his  own  vari- 
on  on  martial  arts. 

Hardly  any  practitioner  is  more  controver- 
J  than  Jerry  L.  Peterson,  53,  whose  ominous- 
unding  Scars  program  (Special  Combat  Ag- 
essive  Reactionary  System)  eschews 
iditional  self-defense  in  favor  of  a  preemp- 
e  attack.  Within  days,  he  promises,  he  can 
rn  a  desk  jockey  into  a  killing  machine.  "I 
n't  teach  'punchy-kicky,'"  he  sneers. 

A  veteran  of  the  Army's  battle-hardened  173rd  Airborne 
vision  in  Vietnam,  he  claims  to  have  killed  enemy  soldiers 
th  his  bare  hands  in  close  jungle  combat.  After  his  dis- 
arge  he  studied  various  martial  arts,  devised  his  own  fight- 
y  style  based  on  his  war  experience  and  eventually  opened 
Cung  Fu  karate  studio  in  San  Diego  in  the  mid-1980s. 

Peterson's  program  purports  to  teach  not  only  a  series  of 


Traditional 
disciplines  do 
a  poor  job 
preparing 
people  for 
gory  struggles 


ack  maneuvers  but  also  how  to  exploit  the  predictable  in- 
luntary  responses  of  one's  opponent.  Hit  a  guy  on  the  ra- 
il nerve  of  his  forearm,  for  example,  and  he'll  flinch, 
ereby  giving  you  a  chance  to  hit  him  again  in  a  different 
ly  that  takes  advantage  of  his  contortion. 

Peterson  also  teaches  attitude.  Defenders,  in  his  vocabu- 
y,  become  "fighters,"  "self  defense"  becomes  "hostile  con- 
)1."  Training  often  leaves  participants  bruised  and  sore.  One 
ercise  involves  shooting  a  .38-caliber  pistol  at  another  per- 
il. The  gunpowder  is  real,  the  bullets  are  foam  earplugs. 

Peterson  charges  a  pretty  penny:  $1,800  for  a  three-day 
ninar,  $50,000  for  a  one-day,  one-on-one  private  session 
th  the  maestro  himself.  "What's  your  life  worth?"  he  asks. 
<e  most  self-defense  gurus,  he  also  peddles  videos,  some  of 
lich  retail  for  as  much  as  $1,130  a  set.  If  your  life's  worth 
0,  there's  an  audiotape:  Building  Blocks  for  a  Fearless  Life. 

Shaun  Holt,  an  orthopedic  surgeon  with  the  Medical 
)llege  of  Ohio,  took  several  three-day  courses  and  came 
ray  impressed.  "You  learn  how  to  play  pool  with  the 


human  body,"  he  says,  "how  to  control  some- 
one from  the  initiation  of  the  confrontation." 

Because  of  Peterson's  contempt  for  classic 
martial  arts  and  other  self-defense  instructors, 
he  gets  his  share  of  criticism.  "You  cannot 
guarantee  how  someone  will  react  to  a  fist,  a 
knife  or  a  gun,"  says  W.  Hock  Hochheim,  a 
former  Texas  cop  who  runs  his  own  thriving 
self-defense  business,  the  loftily  named  Scien- 
tific Fighting  Congress. 

"If  I  were  you,  I'd  do  a  thorough  back- 
ground check  on  Peterson  before  publishing 
an  article  that  later  might  prove  to  be  embarrassing,"  intones 
Erik  Mann,  a  third-degree  black  belt  who  runs  an  Internet 
martial-arts-video  review  site.  (Peterson's  military  service 
record  checks  out,  though  his  body  count  can't  be  indepen- 
dently verified.) 

Characteristically,  Peterson  himself  comes  out  swinging. 
"A  nobody,"  he  snaps.  "He  got  his  crap  from  someone  we 
sued  for  stealing  information.  Out  of  the  many  always  come 


4)  Take  that,  hellhound.  Victim  turns 
knife  into  attacker's  ribs. 


a  few  nuts.  It  is  why  martial  arts  is  so  messed  up." 

Even  Peterson's  critics  agree  that  he's  right  about  the  lim- 
ited utility  of  conventional  martial  arts.  With  their  emphasis 
on  balletic  movements,  belts  and  regimental  sparring,  tradi- 
tional disciplines  do  a  poor  job  preparing  people  for  gory 
life-and-death  struggles,  says  Michael  Gillette,  a  former  U.S. 
Army  paratrooper  and  small-town  Iowa  police  chief  who 
stars  in  a  series  of  hand-to-hand-combat  videos. 

Timothy  Larkin  of  Las  Vegas,  a  former  Navy  SEAL  who 
worked  with  Peterson  until  parting  ways  recently  over  a 
business  dispute,  offers  a  $3,500  three-day  session  that 
teaches  how  to  create  the  greatest  amount  of  pain  in  the 
shortest  time.  "The  goal  is  not  to  counter,  but  to  shut  down 
that  other  person's  ability  to  make  a  decision,"  he  explains. 

Whatever  you  do,  fight  back,  says  Kenneth  Krusensterna, 
a  former  logistics  executive  who  was  beaten  and  kidnapped  in 
Mexico  in  1998.  He  runs  a  consultancy  that  helps  other  man- 
agers avoid  that  fate.  "Some  experts  say  cower  down  and  let  it 
happen,"  he  says.  "I  can't  understand  that  theory  at  all."  F 
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THOUGHTS 

On  the  Business  of  Life 


Pessimism  has  been  overdone.  It  has  been  overdone  regarding  the  war  outlook.  It  has  been 
overdone  regarding  the  stock  market.  It  has  been  overdone  regarding  unemployment.  It 
has  been  overdone  regarding  small  business.  It  has  been  overdone  regarding  inflation. 
Trials  await  us.  Disasters  doubtless  will  come  at  some  points  in  the  worldwide  theater  of  war.  We  will 
be  called  upon  to  exercise  patience,  fortitude,  pending  the  dawn  of  brighter  days.  But  brighter  days 
will  come.  —B.C.  FORBES  (1942) 


The  towers  were  by  turns  hard-edged 
and  glinting,  like  the  Manhattan  schist 
they  stood  on,  or  papery,  or  brooding 
and  wet,  smothered  in  tropical  cloud 
banks  carried  up  by  the  sea.  And  on 
other  days  they  were  pewter,  or  gilded 
or  incandescent. 

—JOEL  MEYEROWITZ 


Fortune  has  pedalled  furiously  away; 
The  sobbing  mess  is  on  our  hands  today. 

— W.H.  AUDEN 


Be  near  me  when  my  light  is  low  . . . 
And  all  the  wheels  of  Being  slow. 

—LORD  TENNYSON 


The  people  who  committed  this  heinous 
crime  did  it  with  the  purpose  of  trying  to 
cripple  us  individually  and  as  a  nation. 
They  will  not  succeed. 

— SUK  TAN  CHIN 


The  terrible  thing  about  terrorism 
is  that  ultimately  it  destroys  those 
who  practice  it.  Slowly  but  surely, 
as  they  try  to  extinguish  life  in  others, 
the  light  within  them  dies. 

—TERRY  WAITE 


There  are  a  thousand  broken  hearts 
for  every  light  on  Broadway. 

—FRANK  MCCOURT 


It  was  New  York  City's  worst  week. 
But  it  was  New  York  City's  best  week. 
We  have  never  been  braver. 
We've  never  been  stronger. 

—MAYOR  RUDOLPH  GIULIANI 


Courage  is  rightly  esteemed  the  first  of 
human  qualities  because  it's  the  quality 
which  guarantees  all  others. 

—WINSTON  CHURCHILL 


Dear  Policeman  and  Fireman, 
I  am  so  sorry  that  you  lost  your  best 
friends.  I  hope  you  will  be  all  right 
and  you  will  not  lose  your  lives. 
Be  safe  and  wear  heavy  equipment. 
—LETTER  FROM  ALEXUS  SNAVITCH 

(AGE  10) 


/  will  never  look  at  a  firefighter  the  sai 
way  again.  Their  bravery  has  become 
part  of  our  collective  national  legacy. 
Their  bravery  dignifies  us  all. 

—THE  REVEREND  BILL  HYBI 


When  duty  throws  the  gauntlet  down 
to  fate — this  is  heroism. 

—R.G.  INGERSC 


Courage  mounteth  with  occasion. 

— SHAKESPEA 


Times  of  heroism  are  generally  times 
of  terror. 

— EMERSC 


A  Text... 

We  are  perplexed,  but  not  in 
despair;  Persecuted,  but  not 
forsaken,  cast  down  but  not 
destroyed. 

—II  CORINTHIANS  4:i 

Sent  in  by  Robert  Olsen,  Edina,  Minn.  Wh; 
your  favorite  text?  The  Forbes  Book  of  Quo 
tions:  Thoughts  on  the  Business  of  Life  is  given 
senders  of  Bible  texts  that  are  used. 

More  than  14,000  "Thoughts,"  arranged  alphabetical]) 
subject,  are  available  in  a  900-page,  one-volu 
deluxe  edition.  The  Forbes  Book  of  Quotations:  Thoughts 
the  Business  of  Life.  The  price  is  $40,  plus  $3.50  shipp 
and  $1  per  item  for  handling  (add  applicable  sales  ta 
To  order,  please  call  toll-free,  1-800-876-6556. 
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DIG  UP  PROFITABLE  SALES  INFORMATION  FROM  VIRTUALLY  ANY  LOCATION 

The  average  pharmaceutical  sales  call  has  been  whittled  clown  to  only  five  minutes.  Dendrite's*  wireless  solutions 
make  every  second  count  by  providing  reps  with  convenient  access  to  up-to-the-minute  customer  profiles, 
prescription  data,  product  information  and  sampling  histories  —  via  laptop  or  PDA;  In  short,  they  Cit)  turn  even 
the  most  remote  sales  region  into  a  sophisticated  customer  relationship  management  center. 
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SIDE  LINES 


Stimulating  Employment  I  once  heard  a  cynical  d< 
tor  remark,  "We  try  to  get  the  medicine  to  the  patient  befi 
the  patient  recovers."  Perhaps  the  economic  witch  doctors 
Washington  are  entertaining  such  thoughts.  If  the  current 
cession  is  typical,  it  will  be  over  in  less  than  a  year,  and  it  n 
take  that  long  for  Washington  to  agree  on  stimulus  legis 
tion  and  for  the  stimulus  to  work  its  way  down  to  the  hiri 
halls.  An  economist  cited  in  Ira  Carnahan's  article  on  p 
54  says  the  task  is  hopeless. 

And  yet  President  Bush  and  Congress  feel  obliged  to 
something  for  those  hundreds  of  thousands  of  workers  bei 
laid  off.  Is  there  economic  medicine  they  might  apply  tt 
would  not  have  bad  side  effects?  Here's  a  possibility:  In 
course  of  extending  unemployment  benefits,  they  could  tu 
this  program  inside  out,  in  a  way  that  would  stimulate  ei 
ployment.  The  present  system  does  just  the  reverse. 
U.S.  unemployment  insurance  benefits  (constant  2001  dollars) 


70  '80  '90  'o: 

Source:  Economic  Report  of  the  President. 

Right  now,  the  balances  in  unemployment  insuran 
funds  are  attached  to  employers,  in  the  form  of  "experien 
ratings"  that  determine  their  tax  rates.  Why  not  attach  the 
to  individual  workers  instead?  The  government  would  p 
the  tax  levied  on  your  salary  into  a  401  (k)  account  with  yoi 
name  on  it.  It  would  earn  interest.  If  you  got  laid  off,  you 
draw  down  benefits  from  this  account;  up  to  certain  limit 
you  could  borrow  (at  interest)  against  future  tax  payments 
there's  any  money  left  when  you  retire,  it's  yours  to  spend, 
negative  balance  would  be  forgiven  at  that  point. 

Just  this  sort  of  reform  has  been  advocated  for  the  past  \ 
years  by  Harvard  professor  Martin  Feldstein.  It  would  creai 
a  powerful  incentive  for  people  to  get  back  to  work  quick! 
even  if  that  meant  taking  jobs  they  didn't  particularly  wan| 
Yet  it  would  not  penalize  people  who  can't  land  any  job  oi 
fers.  In  a  paper  published  three  years  ago,  Professor  Feldsteii 
calculated  that  it  would  be  considerably  cheaper  for  taxpayel 
to  forgive  negative  balances  than  to  continue  to  subsidize  un 
employment  insurance  in  the  present  fashion. 

The  politicians  are  in  a  hurry  to  deliver  a  shot  in  the  arij 
to  a  very  sick  economy.  You  can't  blame  them  for  that,  bli 
you  can  hope  that  they  pause  long  enough  to  contemplat 
the  long-term  side  effects. 
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Novartis  and  John  drove 
his  into  remission 

in  56  days. 


Ml 
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I  didn't  think  I'd  live  to  teach  my  son  to 
■lit  a  baseball.  Now  I  believe  I'm  coaching 

—  John  Nesbitt 


Two  months  after  his  son  Christian  was  born,  John  Nesbitt  was 
diagnosed  with  cancer.  He  lost  weight,  his  energy  and  his  dream  of 
one  day  teaching  his  son  to  play  baseball.  Today,  John  has  his 
dream  back  and  he  is  out  on  the  field  living  it.  Novartis  is  proud 
to  be  the  innovative  force  that's  bringing  new  optimism  and  hope 
to  patients  and  their  families.  No  one  can  promise  what  the  future 
holds  for  cancer  patients,  but  today  John  is  winning  the  fight 
against  his  particular  form  of  cancer,  enjoying  a  good  quality  of 
life  and  realizing  his  dreams. 

Think  what's  possible. 


(!)  NOVARTI S 


www.novartis.com 

We  at  Novartis  are  committed  to  the  belief  that  there  is  nothing  on  Earth 
more  valuable  than  human  life.  We  join  people  everywhere  who  share 
this  belief  and  honor  the  thousands  of  lives  that  were  lost  in  the  tragic 
attacks  on  September  1 1,  2001. 


Maybe  the  fountain  of  youth  isn't  a  fountain  at  all. 
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R CAPERS  SAY 


Free  Speech 

In  "How  to  Respond"  (Oct.  8,  p.  39), 
publisher  Rich  Karlgaard  asks  Bill 
Gates  to  yank  Microsoft's  funding  of 
its  opinion  journal  Slate.com  because 
columnist  John  Lahr  speculated  that 
President  Bush  planned  the  bombings 
of  the  World  Trade  Center  and  the 
Pentagon  as  a  way  to  win  support  for 
his  missile  defense  plan.  Although 
Lahr's  theory  is  highly  implausible,  he 
has  every  right  to  voice  his  opinion. 
As  someone  who  is  quite  fatigued 
with  the  jingoism  that  currently  satu- 
rates the  daily  news,  I  welcome  alter- 
native points  of  view,  however  absurd 
or  offensive  Mr.  Karlgaard  deems 
them.  Our  First  Amendment  rights 
should  never  be  discarded,  even  in  the 
most  tragic  of  times. 

KEECIA  L.  JAMES 
Durham,  N.C. 

Rich  Karlgaard  replies:  J  not  only  sup- 
port the  First  Amendment,  I've  actually 
read  it.  It  does  not  require  Bill  Gates  or 
anybody  to  pay  for  vile  speech. 

The  Erosion  of  Our  Rights 

Despite  the  sanctimonious  breast- 
beating  by  Christopher  Cox  ("War  and 
the  Law,"  Oct.  15,  p.  30)  and  FORBES 
("Land  of  the  Free,"  Oct.  15,  p.  56),  the 
Constitution  was  indeed  being  severely 
abused  already,  long  before  we  started 
worrying  about  emergency  security 
measures  in  the  Land  of  the  Free — es- 
pecially by  the  pernicious,  counter- 
productive War  on  Drugs. 

RICHARD  S.  SCHMIDT 
Houston,  Tex. 

Reevaluating  REITs 

The  broad-brush  description  of  mort- 
gage REITs  in  "House  of  Cards"  (Oct.  1, 
p.  126)  is  overly  simplistic.  Lumping  all 
mortgage  REITs  into  the  same  cate- 
gory— and  suggesting  that  they  all  op- 
erate the  same  way — is  inaccurate.  Even 
a  quick  look  at  the  facts  shows  that  not 
all  mortgage  REITs  are  created  equal. 
Within  the  mortgage  REIT  sector  there's 
a  wide  range  of  companies  pursuing  a 


Fight  Club 

I  write  in  reaction  to  "What  ii 
It's  You?"  (Oct.  15,  p.  1 16).  As  a 
100,000-mile-per-year  travelei 
and  an  ardent  student  of  the 
self-defense  fighting  system 
Krav  Maga,  I  completely  agree 
with  the  type  of  "no  holds 
barred"  self-defense  advocated 
by  Jerry  Peterson.  However, 
anyone  who  thinks  they  are 
going  to  learn  and  retain  an 
adequate  defense  system  in  one 
day,  even  if  they  do  pay 
$50,000,  is  making  a  grave  mis 
take.  The  reactions  and  in 
stincts  needed  to  successfully 
deploy  this  type  of  self-defense 
fighting  take  repetitive  practice 
over  time.  Anything  less  will 
give  a  false  sense  of  security. 

ANDREW  S.  BLACK 
Temecula,  Calif. 


wide  range  of  strategies,  from  high-r 
to  conservative.  While  certain  mortg; 
REITs  in  the  past  have  blown  up  in  c 
ficult  economic  environments,  it's  u: 
ally  because  they  use  a  high-risk  str 
egy.  Conversely,  many  conservat: 
REITs  have  succeeded.  For  examp 
Thornburg  has  provided  sharehold 
with  an  average  annual  return  of  9.7 
more  than  double  the  sector's  4.8%  i 
erage  reported  in  the  piece. 

LARRY  A.  GOLDSTOl 
President,  Thornburg  Mortgd 
Santa  Fe,  N.i 
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As  a  Forbes  reader,  you  are  eligible  to  win  a  luxurious  stay 
for  two  at  the  Forbes  Chateau  de  Balleroy  in  Normandy! 

w  Flay  once  per  day,  every  day.  For  every  day  you  play, 

you  earn  one  sweepstakes  entry  for  the  Bi-weekly 
Prize  Drawing  and  Grand  Prize  Drawing. 


Hummer  is  proud  sponsor 

of  the  Forbes.com  Live  Large  Challenge 


like  nothing  else!" 


READERS  SAY 
Finders  Keepers 

Your  article  on  filing  class  action  claimj 
recover  lost  funds  was  very  informal 
("Lost  and  Found,"  Oct.  1,  p.  124).  G 
telling  statement  was  that  lawyers  co\ 
on  only  50%  of  eligible  investors  to 
claims.  There  are  several  reasons  for  fj 
including  the  difficulty  in  retrieving  v 
old  stock  records  and  the  complexity 
the  claim  form  itself. 

One  important  addition  to  i 
chart  of  current  cases  that  appeal 
with  the  piece:  It  listed  12  cases  wj 
settlements  totaling  less  than  $200  n 
lion.  However,  I  know  of  more  thani 
current  cases  with  settlements  of  m< 
than  $4  billion  in  which  claims  can  a 
be  filed.  Granted,  some  of  the  fili 
deadlines  have  passed,  but  as  the  arti 
correctly  stated,  it  is  still  possible  to 
cover  funds  by  filing  late  claims. 

BRAD  HEFFlj 
Chief  Executive  Ojfu 

Claims  Compensation  Bureau,  1 
Blue  Bell, 

Best  But  Not  the  Brightest 

As  an  ex-GM  long-term  buyer  I  am 
ways  amused  by  GM's  efforts  to  v 
back  market  share  ("Detroit  Fig; 
Back,"  Sept.  17,  p.  76).  They  still  have 
figured  out  how  they  lost  it.  There 
GM's  poorly  built  products — my  ml 
recent  Cadillac  STS  and  a  GMC  Jimi 
are  notable — coupled  with  a  total  li 
of  customer  service  from  GM  and 
dealers.  Instead  of  hiring  "the  best  a 
the  brightest  designers"  from  the  ai 
business  they  should  be  hiring  "the  o 
est  and  smartest." 

DON  MClh 
Vancouver,  Cane 

Off  by  90  Days 

In  "The  Perfect  Cliche"  (Ocr.  I,  p.. 
the  accompanying  table  said  the  Ave 
dale  Hester  Total  Return  Fund  I 
1 1.3%  for  2000.  That  result  was  ad 
ally  for  the  one-year  period  end 
Mar.  31,2001. 


□ Forbes 

Send  e-mail  to  readers@forbes.com  or  visit 
www.forbes.com/letters.  Letters  will  be  edited. 
Please  include  address  and  phone  number. 


America's  small  business  owners. 
They're  working  twenty-four  hours  a 
day,  seven  days  a  week,  turning  ideas 
into  the  corporations  of  tomorrow. 
What  keeps  them  going?  Ambition, 
strong  coffee  and  a  consistent,  reliable 
source  of  electricity.  The  success 
of  small  businesses  in  America  is 
placing  new  demands  on  our  nat 
electricity  supply.  And  there  are 
more  challenges  ahead.  But  with 
government  and  community  support, 
America's  power  companies  can 
build  the  new  generation  facilities 
and  transmission  lines  our  nation 
needs.  Together,  we  can  ensure  that 
today's  entrepreneurs  have  the  power 

they  need  to  keep  growing.  Visit 
www.eei.org  to  learn  how  American 
progress  depends  on  power. 


America's  Power  Source 


Introducing  Aquos,  inspiring  flat-panel,  liquid  crystal  television.  Crystal-clear  image  quality.  Outstar 
brightness.  And  a  screen  that's  merely  2.5  inches  thin.  Aquos  by  Sharp.lt's  what  TV  will  be.  sharp-usa 


informer@forbes.com 
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A  very  special  partner: 
Jack  Welch. 


But  Great  for  His  Golf  Game 

►  Earlier  this  month  Clayton,  Dubilier  &  Rice,  the  big  New  York 
equity  buyout  partnership,  issued  a  press  release  proudly  an- 
nouncing that  just-retired  General  Electric  boss  Jack  F.  Welch 

had  become  a  "special  partner."  But  a  Clayton  flack  won't 
deny  that  Welch,  65  and  a  newly  minted  FORBES  400  mem- 
ber, isn't  on  the  hook  for  partnership  liabilities.  Other  points 
not  spelled  out  in  the  gushing  three-page  statement:  Welch 
won't  have  an  office  at  Clayton  and  on  average  might  not 
work  for  the  firm  more  than  a  few  hours  a  week.   — W.P.B. 

Their  Cups  Runneth  Over? 

►  Styro foam-cup  czars  Kenneth  B.  Dart  and  Robert  C.  Dart  im- 
properly billed  $1 1.6  million  of  personal  security  costs  to  their 
Dart  Container  Corp.,  the  Internal  Revenue  Service  says.  In  a  U.S. 
Tax  Court  filing,  Dart  Container  argues  the  money — half  of 
it  spent  for  corporate  aircraft — was  a  valid  business  expense 

Great  Minds  Thinking  Alike?  


due  to  "specific  threats  and  other  facts 
circumstances."  But  it  admits  other  fanl 
members  benefitted.  The  wealthy  brotr 
both  gave  up  U.S.  citizenship  and  now  livl 
the  Cayman  Islands.  With  additional  cla 
the  feds  seek  another  $4.4  million  in  taxes 
1996  and  1997.  — Janet  Novack  and  W.l\ 

Don't  Read  This! 

►  A  study  by  Cornell  finance  profes 
Christopher  Gadarowski  says  companies  gett 
lots  of  press  coverage  return  an  average 
less  per  year  than  those  getting  little  me 
notice.  Among  small  firms  the  gap  is  6%. 
concludes  investors  can  profit  by  avoid 
outfits  they  read  about  in  the  news.  Expla 
tion?  Market  inefficiencies  and  the  mispla 
zeal  of  some  journalists.  — Ira  Carnal 

Trophy  Tower  for  Sale 

►  Canadian  financier  Peter  Munk  will  go  ahead  with  plan: 
sell  Toronto's  25-year-old  CN  Tower,  at  1,815  feet  the  wor 
tallest  freestanding  structure.  The  landmark  property  c« 
tains  broadcasting  and  entertainment  facilities  but  no  offii 
Munk's  TrizecHahn,  which  will  become  a  real  estate  investm 
trust,  wants  maybe  $100  million  for  the  70-year  lease.  So 
no  asking-price  discount  despite  the  events  of  Sept.  1 1  hi; 
lighting  the  vulnerability  of  tall  properties.  — Nathan  Vc 

Armageddon  Sells 

►  Since  Sept.  11,  book  sales  at  the  350-outlet  Family  Chris' 
Stores,  the  U.S.'  largest  such  retailer,  have  risen  30%;  poc 
bibles,  up  150%.  All  books  on  Islam  are  sold  out.  One  ca 
gory  not  doing  well:  fiction.  "People  feel  like  they're  aire; 
living  in  a  fairy  tale,"  says  Les  E.  Dietzman,  head  of  the  privat 
held  Grand  Rapids,  Mich. -based  company.  — Stephane  Fi 


The  World  Trade  Center/Pentagon  attacks  on  Sept.  II  triggered  a  rush  to  register,  uh,  interesting  Internet  domain  names.— W.P.E 


DOMAIN  NAME 

DATE  REGISTERED 

REGISTRANT/LOCATION 

STATED  PLAN  FOR  DOMAIN  NAME 

FtghtBinLaden.com 

Sept.  11 

Harold  Harper/Valparaiso,  Ind. 

create  antiterrorism  site 

FreeOsamaBinLaden.com 

Sept.  18 

Courtney  Brooks/Indianapolis,  Ind. 

conflicting  plans  given 

KillBinLaden.com 

Sept.  13 

John  Adamo/Wayne,  N.J. 

didn't  respond  to  inquiries 

KillBinLaden.net 

Sept.  1 1 

Kristen  Welsh/Los  Angeles,  Calif. 

resell  for  a  profit 

MohamedAtta.com 

Sept.  12 

Harold  Salazar/Hollywood,  Fla. 

link  to  list  of  victims 

0samaBinLaden.org 

Sept.  13 

Angela  Perrotta/Holyoke,  Mass. 

create  site  to  "diffuse  anger" 

OsamaBinLaden.ws 

Sept.  12 

Alexander  Baker/Harlingen,  Tex. 

create  memorial  for  victims 

Septemberll200l.tv 

Sept.  1 1 

Greg  Ahira/Burnaby,  B.C. 

donate  profits  from  sale  of  name 

WTCAttack.tv 

Sept.  1 1 

Dean  Handrinos/Maplewood,  N.J. 

establish  message  board 
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SMILE.  NOW  YOU  CAN  LEARN  HOW  TO  LOWER  COSTS  AND  TAKE  YOUR  OFFICE  PRODUCTIVITY  TO  THE  NEXT  LEVEL  WITH  OUR  FREE 
"PLANNING  GUIDE  FOR  SENIOR  EXECUTIVES."  TO  GET  YOURS,  CALL  1  800  ASK  XEROX,  EXT.  369  OR  VISIT  WWW.XEROX.COM/SMILE 


I  THE  DOCUMENT  COMPANY 

^  XEROX 


I  upon  independent  testing  versus  leading  competitive  products  conducted  by  BERTL  (Digital  Test  Lab)  Reports  dated  February.  2001.  XEROX,"  The  Document  Company*  and  Document  Centre1  are  trademarks  of  XEROX  CORPORATION, 
■models  may  contain  some  recycled  components  that  are  reconditioned. 


Lost  leaders:  John  Roth 
is  retiring  as  Nortel's  ifljiief. 
COO  Clarence  Chandran 
has  already  left. 


H 


EDITED  BY  SUSAMADAI 


DECEMBER  13,  1999 


A  Sears  Tower  REIT 


AUGUST  21,  2000 


Nortel's  Hang-Up 

SINCE  OUR  UPBEAT  REPORT  ON  NORTEL,  THE  CANADIAN 
telecom  equipment  maker  has  been  hammered  by  the 
collapse  of  the  wireless  and  optical-gear  businesses. 
Nortel's  stock  has  fallen  93%  to  a  recent  $5,  and  in  early 
October  the  company  announced  that  it  had  lost  $3.6 
billion  in  the  third  quarter  and  would  have  to  trim  its 
work  force  further.  By  the  end  of  this  year  Nortel  will 
likely  have  laid  off  more  than  half  the  94,000  employees 
it  had  at  its  peak.  Also  in  October  Nortel  sold  off,  for 
just  $200  million,  a  customer-relationship  management 
company  it  had  acquired  two  years  ago  for  $2. 1  billion 
in  stock.  — Quentin  Hardy 


LAST  MONTH'S  ATTACK  ON  THE  WORLD  TRADE  CENTER  RAISE 
questions  about  the  value  of  skyscrapers  like  the  Sears  Tower,  b 
it  created  a  spike  in  demand  for  New  York  properties.  Sears  Tow 
landlord  TrizecHahn,  which  also  owns  a  host  of  prestigious  Ne 
York  addresses,  decided  to  do  what  we  predicted  two  years  aj; 
and  is  creating  a  new  office  REIT,  which  is  expected  to  pay 
handsome  dividend  of  $1.75  a  share,  up  from  TrizecHahn 
current  35  cents.  TrizecHahn  is  also  selling  off  its  investmen 
in  central  European  shopping  malls.  The  Toronto-based  proj. 
erty  owner  and  developer's  stock  is  up  13%  since  our  stor 
compared  to  a  30%  tumble  in  the  S&P  500.     — Stephane  Fin 

APRIL  30,  2001 


Heartening  News 


JOHNSON  &  JOHNSON  HAS  FIRMED  UP  ITS  LEAD  IN  THE  RACE  T 
offer  the  first  drug-coated  stent,  designed  to  combat  artery  recloggin 
or  restenosis.  In  a  recently  reported  seven -month  clinical  trial,  not 
single  patient  out  of  120  exhibited  restenosis,  compared  with  a  rat 
of  about  25%  for  those  using  an  uncoated  stent  Though  competito 
have  also  shown  strong  trial  results,  Johnson  &  Johnson  is  likely  to  b 
the  first  to  put  its  product  on  the  market.  A  European  launch  is  e> 
pected  in  April  and  a  U.S.  launch  early  in  2003.  At  stake  is  a  pre 
jected  $3  billion  in  annual  sales.  Since  our  story  ran,  Johnson  &  Johr 
son's  share  of  the  U.S.  cardiac  stent  market  has  expanded  from  209 
to  27%  and  its  stock  price  has  risen  12.5%.  — Katrina  Kelh 


FLASHBACKS 


80  YEARS  AGO  IN  FORBES/FEBRUARY  5,  1921 

Passing  of  the  Idle  Rich  it  you 

had  a  million  dollars  of  your  own,  would  you  work?  Or 
would  you  be  a  drone?  Probably  you  would  work,  just  as 
so  many  of  the  sons  of  millionaires  are  doing  today.  All  of 
them  couid  live  the  care-free  lives  of  social  butterflies  if 
they  pleased,  but  many  of  them  have  preferred  to  develop 
the  resources  of  the  nation  and  to  provide  work  for  count- 
less thousands.  Some  of  these  wealthy  young  men  have 
won  as  much  fame  as  their  fathers  won,  and  others  are  on 
the  way.  Says  young  Marshall  Field:  "I  would  consider  it 
criminal  if  I  did  not  take  advantage  of  my  opportunities  to 
assist  in  the  developing  of  American  industry." 


25  YEARS  AGO  IN  FORBES/NOVEMBER  I,  1976 

Pakistan's  Problems  Mahbub  ul  Haq  is  a  soft-spoken 

Pakistani  with  advanced  degrees  from  Cambridge  and  Yale.  He  heads  the  World 
Bank's  20-man  policy  planning  and  program  review  unit.  He  talked  with  FORBES: 
"In  Pakistan,  where  I  managed  the  economy  for  13  years,  President  Ayub  believed 
that  economic  development  was  the  best  political  platform  and  that  growth  would 


filter  down.  We  had  a  great  record— 7%  annual  growth  b 
tween  1958  and  1968.  But  there  were  major  inequalities  b 
fween  East  and  West  Pakistan;  industrial  workers'  re 
wages  went  down  by  one-third;  wealth  became  concentrat 
in  22  powerful  families.  So  the  system  blew  up.  The  gover 
ment  took  over  all  industry,  and  the  private  sector  w 
scared  away." 

15  YEARS  AGO  IN  FORBES/JULY  28,  1986 

Fear  or  Loathing?  Americans  who  c 

and  wantto  go  abroad  and  don't  because  of  concern  abo 
anti-Americanism  or  lingering  Chernobyl  fallout  are  vi 
tims  of  their  own  overhyped  fears.  What  an  irony— oi 
strike  against  the  Libyan  madman  [Qaddafi]  has  been  effective  to  a  degre 
that  surprises  both  proponents  and  its  vociferous  opponents.  But  Amer 
cans,  scared  off  from  traveling  abroad,  are  handing  Qaddafi  an  econom 
victory  of  a  size  and  sort  that  even  in  his  wildest  rantings  he  could  not  hav 
anticipated. 

The  U.S.  attack  in  Libya  in  April  1986  followed  a  bombing  at  a  Berlin  nightck 
that  killed  one  U.S.  serviceman  and  a  Turkish  woman. 
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Fannie  Mae  helps  SQV6  home  buyers 

as  much  as  $30,000 
over  the  life  of  their  loans. 


(That  allows  the  Lee  family  to  move  into 
their  first  home,  and  start  SQVing  money 

for  their  firstborn,) 


r^  FannieMae 

www.fanniemae.com 


Families  have  a  lot  of  plans  and  dreams  for  their  money.  And  buying  a  home 
is  a  big  one  on  the  list. 

So  at  Fannie  Mae,  we're  dedicating  our  energy  toward  lowering 
mortgage  costs  so  that  more  families  can  afford  homeownership 
and  still  have  some  money  left  for  other  important  things  in  life. 


And  we're  succeeding.  For  example,  we  help  lenders  offer 
mortgages  to  home  buyers  that  save  them  as  much  as  $30,000 
over  the  life  of  a  30-year  fixed-rate  conventional  loan. 

And  our  investment  in  technology  for  the  mortgage  industry,  such 
as  Desktop  Underwriter*  is  helping  lenders  reduce  origination  costs 
by  as  much  as  $1,400  per  loan. 

Savings  like  that  add  up.  And  that's  important  to  us  because  there  are  a  lot  of 
families  out  there  with  big  plans  and  big  dreams.  And  fortunately,  now  they  are  affordable  dreams. 


echnology. 

Covered  by  Allianz  Grou 
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MONEY    MANAGEMENT    IS    WHAT    WE  DO 


Although  some  would  tell  you  we  also  specialize  in  futures. 


Unlike  investment  banks,  Neuberger  Berman  wasn't  created  to  underwrite  stocks.  For  over  60  ye; 
we've  specialized  in  one  thing:  managing  money.  Why  is  that  important?  It  means  there  are  no  hid 
agendas  when  we  buy  or  sell  stocks  for  you.  It  means  there  are  no  distractions,  either:  we  spend  all 
time  sweating  every  detail  of  your  portfolio,  whether  it's  $500,000  or  $50  million.  And,  mostly,  it  me 
we  can  help  you  realize  your  dreams.  Not  to  mention  your  children's  dreams.  If  you  have  a  minimun 
$500,000  to  invest  in  a  customized  portfolio,  and  would  like  a  free  brochure  on  money  managemi 
call  877.232.4859.  Or,  for  more  information  and  a  list  of  our  offices  across  the  country,  visit  us  at  nb.c  tfe 
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NEUBERGER  BERMAN 


Private  Asset  Management 
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FACT  AND  COMMENT 


By  Steve  Forbes,  Editor-in-Chief 
"With  all  thy  getting  get  understanding" 


m 


AFGHANISTAN 

President  George  W.  Bush  and  Prime  Minister  Tony  Blair  are  right:  We  must  root  out  international  ter- 
rorism and  terrorists  now,  lest  their  already  too-deadly  ability  to  kill  and  destroy  grows  even  more.  As  a 
free  people  who  desire  a  world  where  freedom  will  flourish  rather  than  wither,  we  have  no  other  choice. 

MAKE  THIS  GROUND  HALLOWED 

ie  rubble  that  was  once  the  World  Trade  Center,  containing  the  unrecoverable  remains  of  some  5,000  people,  is  being 
moved  to  a  landfill  on  Staten  Island.  Daniel  Henninger,  deputy  editor  of  the  Wall  Street  Journal's  editorial  page,  has  sensi- 
/,  sensitively  proposed  that  when  the  removal  is  completed,  "It  should  be  plotted  off  from  the  nearby  land,  and  landscaped 
to  a  new  national  cemetery  for  the  workers,  firemen  and  policemen  who  died  as  one  at  the  World  Trade  Center  on  Sept.  I  I . 

"Landfills  are  landscaped  into 
other  uses  all  the  time.  It  would  not 
be  hard  to  turn  this  land  into  a 
handsome  national  cemetery,  like 
Arlington  or  even  die  cemetery  near 
the  water  at  Normandy.  The  new 
cemetery  would  give  each  of  the 
dead  an  identified  marker  or  head- 
stone, one  holy  place,  a  plot ,  lor  lam 
I  ilies  and  friends  to  visit  and  honor 
and  pray  for  these  innocent  who 
right  now  share  only  that  rubble." 

UNUSED  WEAPON 


'  >rld  Trade  Center  ruins  are  going  to  this 
uten  Island  landfill ... 


...  which  could  then  be  turned  into  an  Arlington- 
like national  cemetery. 


jDIO  FREE  EUROPE  AND  RADIO  LIBERTY  PLAYED  A  PIVOTAL, 
jt-unappreciated  role  in  undermining  Soviet  communism, 
irannies  depend  on  monopolizing  information.  Break  that 

pnopoly  and  a  regime's  legitimacy  is  fatally  eroded.  RFE/RL 
I  once  served  as  head  of  their  oversight  board)  practice  "surro- 
!te"  broadcasting.  For  example,  RFE's  Polish  service  (disbanded 
i  er  the  Cold  War)  acted  as  if  it  were  a  domestic  medium, 
padcasting  news  and  feamres  that  were  of  particular  interest  to 
1;  people  of  Poland.  Voice  of  America,  by 
ijntrast,  is  supposed  to  be  just  that — a  voice 
(ting  listeners  know  the  views  of  the  U.S. 

yernment,  as  well  as  helping  them  learn 
pre  about  America.  Its  news  broadcasts 
less  focused  on  a  particular  country  than 
I  those  of  RFE/RL.  Cold  War  dissidents  in 
.ntral  Europe  and  the  former  Soviet 
'lion  have  eloquently  testified  to  the  criti- 
I  part  surrogate  broadcasts  played  in  their 
:  orts  to  overthrow  communism.  When 

ted  how  important  RFE  was  in  comniu- 


Why  aren't  we  reaching  Afghans  as  we  did 


m's  demise  in  Poland,  Solidarity  leader   the  peoples  of  Cold  War,  communist  Europe? 


Lech  Walesa  responded,  "What  is  the  Earth  without  the  Sun?" 

The  nice  thing  about  t  he  RFE/RL-type  of  surrogate  radio 
broadcasting  is  that  you  engage  your  enemy  every  day  with- 
out firing  a  single  shot.  Incredibly,  though, Washington  has 
starved  VOA  and  RFE/RL  of  sufficient  funding  for  them  to 
do  their  jobs  right.  You'd  think  a  Radio  Free  Afghanistan, 
broadcasting  throughout  that  country  to  counter  hate-filled, 
anti-American  Taliban  propaganda,  would  be  a  top  Wash- 
ington priority.  Think  again.  RFE/RL 
broadcasts  to  neighboring  countries,  but 
not  to  this  one. 

Through  neglect,  Voice  of  America 
has  lost  sight  of  its  original  mission.  It 
reaches  all  of  Afghanistan,  but  it  has  taken 
the  notion  of  "balanced"  newscasting 
to  an  appalling  extreme.  Since  Sept.  1 1, 
VOA  has  broadcast  interviews  with  sev- 
eral notorious  terrorists,  without  prop- 
erly identifying  them  or  their  deeds. 
More  astonishing,  it  aired,  in  the  name  of 
fairness,  an  anti-U.S.  diatribe  from  the 
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leader  of  the  Taliban.  Fortunately  the  White  House  has 
named  an  experienced  newshand  to  head  this  rudderless, 
morally  bereft  entity. 

Washington  should  cease  its  petty,  penny-minded  ap- 
proach to  our  international  radios  and  give  them  the  resources 
and  capable  personnel  to  do  the  job  that  so  badly  needs  to  be 


done  right.  The  impact  of  turning  hearts  and  minds  to  und 
mine  tyrants  would  be  long-term  and  enormous.  Future  t 
rorists  would  have  fewer  havens  from  which  to  attack  us,  a 
if  they  did  attack  there  would  be  well-informed  citizens 
those  lands  to  help  the  forces  of  good  hunt  them  down. 
What  are  we  waiting  for? 


RETIRE  THIS  OLD,  OUTDATED  RULE 


AT  A  TIME  WHEN  SKITTISH  TRAVELERS  WANT  THE  BEST,  MOST 
experienced  pilots  possible  in  aircraft  cockpits,  Congress  should 
immediately  repeal  an  idiotic,  42 -year-old  rule  that  forces  com- 
mercial pilots  to  retire  at  age  60.  There  is  no  credible  medical 
evidence  that  pilots  above  that  age  are  any  less  healthy  or  less 
physically  capable  of  discharging  their  responsibilities.  Numer- 
ous other  nations,  including  Israel,  Great  Britain  and  Germany, 
have  raised  the  mandatory  retirement  age  to  63  or  65.  We  should 
follow  suit  and  do  so  without  affecting  pilots'  pension  benefits. 

These  individuals  undergo  thorough  physical  exams  every 
six  months.  They  also  must  pass  mandatory  simulator  tests  to 
ensure  they  are  capable  of  handling  routine  duties  and  unusual 
or  emergency  situations.  As  Dr.  Robin  Wilkening,  former  chief 


resident  in  occupational  medicine  at  the  Johns  Hopkins  Univ 
sity  Bloomberg  School  of  Public  Health,  put  it  in  congressioi 
testimony  earlier  this  year:  "Forty  years  of  medical  scrutiny 
veals  that  no  justification  exists  for  maintaining  the  Age  60  Ri 
based  on  the  fear  that  the  pilot  of  a  multi-crew  aircraft  will  coi 
promise  passenger  safety  due  to  his  or  her  sudden  or  subtle 
capacitation,  regardless  of  age.  Age  does  not  influence  the  ma 
ner  in  which  disease  manifests  itself  diagnostically." 

Although  airline  layoffs  are  in  the  news  now,  the  time  v 
come  when  air  travel  again  reaches  the  levels  it  had  before  t 
economic  slump  and  the  terrible  events  of  Sept.  1 1,  and  carri< 
will  be  scrambling  to  hire  new  pilots.  There  is  no  need  for  us 
suffer  an  artificially  created  shortage  of  these  essential  individuc 


RESTAURANTS:  GO 

These  excellent  Big  Apple  eateries,  closed  to  the  public  for  nearly  three  weeks  following  Sept.  11,  still  provided 
countless  meals  for  police,  firefighters,  medical  emergency  personnel  and  other  rescue  workers  at  the  site 
of  what  was  the  World  Trade  Center.  Now  reopened,  these  hest-of-the-best  outlets  need  our  patronage. 


Arqua-281  Church  St.  (Tel.:  334-1888). 

Bouley  Bakery- 120  West  Broadway  (Tel.:  964-2525). 

Capsouto  Freres-451  Washington  St.  (Tel.:  966-4900). 

Chanterelle-2  Harrison  St.  (Tel.:  966-6960). 

CHy  Hall- 131  Duane  St.  (Tel.:  227-7777). 

Danube-30  Hudson  St.  (Tel.:  791-3771). 


•  Gigino  Trattoria- 32  3  Greenwich  St.  (Tel.:  431-1 112). 
Montrachet-239  West  Broadway  (Tel.:  219-2777). 
Nobu-105  Hudson  St.  (Tel.:  219-0500). 
Nobu  Next  Door- 105  Hudson  St.  (Tel.:  334-4445). 
Odeon- 145  West  Broadway  (Tel.:  233-0507). 
TribecaCrill-375  Greenwich  St.  (Tel.:  941-3900). 


WHEN  AMERICA  FIRST  SAVED  CIVILIZATION 


The  Myth  of  the  Great  War— by  John  Mosier  (HarperCollins,  $30). 
An  ever-present  danger  for  politicians  and  business  executives  is 
believing  their  own  spin.  This  is  also  true  for  commanders  and 
politicians  during  wartime.  This  intriguing  book,  written  by  a  lit- 
erature professor  turned  military  historian,  tells  how  the  British 
and  French  convinced  themselves  during  World  War  I  that  they 
were  doing  just  fine  on  the  battlefields.  They  thought  the  Ger- 
mans were  suffering  even  more  catastrophic  losses 
than  they  were;  thus,  Berlin  was  always  on  the  verge  of  «^  « 
collapse.  Allied  battlefield  losses,  in  fact,  were  two  to 
three  times  those  of  Germany.  The  Allies  constantly 
lost  strategic  pieces  of  real  estate  and  frittered  away 
elite  forces  trying  to  gain  useless,  oft-untakable  ob- 
jectives. Contrary  to  their  self-image  of  being  su- 
perbly able  to  mold  citizens  into  first-rate  soldiers, 
the  British  were  astonishingly  slower  than  the  Ger- 
mans at  learning  how  to  prevail  in  trench  warfare. 
The  Teutons  had  superior  artillery,  which  was 


better  coordinated  with  their  infantry,  and  they  rapidly  mac 
lethally  effective  use  of  such  advances  in  weaponry  as  mortal 
howitzers  and  hand  grenades.  Contrary  to  myth,  their  field  con 
manders  usually  outdid  their  Allied  counterparts  in  initiative  an 
tactical  innovation.  Tanks  helped  the  Allies  hardly  at  all  as  tf 
Germans  quickly  learned  how  to  disable  or  destroy  the  incred 
bly  cumbersome,  slow-moving  machines  of  the  day.  Only  tf 
timely  participation  of  the  U.S.  saved  Paris  and,  in  th 
months  thereafter,  enabled  the  Allies  to  win  the  war. 
Excerpt  Both  the  French  and  British  believed  the  key  e 
ementon  the  battlefield  was  the  rifle  with  a  bayonet  a 
tached  to  it.  German  doctrine  introduced  a  new  concep 
firepower.  The  German  Army  saw  an  attack  not  as  th 
assault  of  the  infantry  with  their  bayonets,  but  as  th 
advance  of  fire,  and  fire  coming  from  both  artillery  an 
riflemen.  The  German  Army  wasn't  any  larger  than  th 
French  Army.  But  in  firepower  it  had  an  advantage  c 
somewhere  between  four-to-one  to  twelve-to-one. 
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IF  WE  DIDN'T  GIVE  YOU 

A  BED  THIS  COMFORTABLE, 


HOW  WOULD  WE  SLEEP  AT  NIGHT? 


Four  Seasons 

To  ensure  ypu-r .-complete  arftf iotal^o'orrt'fort,  we;  consider  every  aspecj  of  your  room. 
From  the  bed  —  custom-designed  to  our  own  exceptional  standards  —  to  the  hundreds 
ol  details  that  ultimately  transform  your  room  into  a  truly  restful  environment. 
From  Chicago  to  Paris,  '.we  await  you  with  the  perfeel  sanctuary.  Consult  you  r 
travel  counselor,  visit  www.lourseasons.eom  or,  in  the  C.S..  call   I  4\K)^i'.Y,\2-'.\  142. 

Fifty  Hotels.  Twisty-Two  Count.im es.  One  Pit j#> s o i> ii y. 


IE  JUST  TALKED  TO  HER  CLIENT. 
IE  JUST  TALKED  TO  HER  OFFICE. 
HAT  SHE  REALLY  HAS  TO  DO 
TALK  TO  HER  NETWORK. 
IE  NEEDS  THE  SPRINT  PCS 
EAR  WIRELESS  WORKPLACE! 


tireless  web  access,  advanced  voice  services, 
agement  tools,  smart  devices  and  crystal-clear  calls. 

ustom-packaged  for  your  company's  needs 

supported  by  the  only  all-digital, 

CS  nationwide  network  built  from  the  ground  up. 

n  make  your  people  more  productive.  Get  the  whole 
r  Wireless  Workplace  story  at  sprintpcs.com 

Sprint  Sprint  PCS 


OTHER  COMMENTS 


Without  justice,  courage  is  weak. 

—BENJAMIN  FRANKLIN 


Who's  OI1  First?  In  1999,  federal  agents  were  able  to 
sneak  through  security  doors  46  times  at  four  major  airports 
and  walk  around  on  the  tarmac,  or  board  planes  unchal- 
lenged. According  to  one  FAA  official,  Boston  and  Newark 
airports  "leak  like  a  sieve."  The  fundamental  problem  with 
airport  security  is  fragmentation.  It  is  the  joint  responsibility 
of  the  FAA,  airport  operators  and  airlines.  Everybody  is 
responsible — which  means  nobody  is  really  in  charge.  We 
need  a  single  point  of  responsibility  at  each  airport.  That  party 
should  be  the  airport  owner/operator.  Airports  that  flunk 
security  tests  should  face  huge  financial  penalties  and  even  the 
threat  of  shutdown.  If  the  FAA  can  yank  the  operating  cer- 
tificate of  an  airline  that  doesn't  measure  up  on  safety  com- 
pliance, why  not  hold  airports  accountable  in  the  same  way? 

—ROBERT  W.  POOLE  JR., 
Reason  Public  Policy  Institute,  USA  Today 

Finding  ItS  Voice  Again  Starting  in  1996,  the  Clin- 
ton Administration  systematically  dismantled  the  Voice  of 
America's  capacity  to  produce  sustained,  in-depth  program- 
ming about  American  institutions.  The  attitude  was  that,  as  U.S. 
Information  Agency  chief  Joseph  Duffy  once  put  it,  America 
should  stop  talking  so  much  to  the  world,  and  listen  more.  A 
rule  banning  broadcasts  longer  than  five  or  so  minutes  has  since 
been  relaxed,  but  VOA  today  is  little  more  than  a  jumble  of 
"news"  shows.  It  lacks  centrally  produced  scripts  to  help  under- 
staffed language  services  put  out  programming  on  the  American 
experience.  With  its  many  dedicated  broadcasters,  VOA  has  the 


"I'm  not  ordering  any  lunch,  Caswell — I'm  going  to  eat  yours." 
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talent  to  make  this  its  finest  hour.  The  new  director  must  sal 
guard  their  freedom  as  journalists,  while  also  assuring  taxpays 
that  VOA  will  once  again  truly  be  America's  voice  to  the  worl 

— Wall  Street  ]ourn 

Liberty' s  Lifeline  Liberty  cannot  be  preserved  wit  I 
out  a  general  knowledge  among  the  people,  who  ha 
a  right  . . .  and  a  desire  to  know;  but  besides  this,  they  have 
right,  an  indisputable,  unalienable,  indefeasible,  divine  rig 
to  that  most  dreaded  and  envied  kind  of  knowledge,  I  me« 
of  the  characters  and  conduct  of  their  rulers. 

—JOHN  ADAh 

Lest  We  Forget  Any  war  against  terrorism  that  leavl 
Iraqi  dictator  Saddam  Hussein  in  power  will  be  judged  a  fai 
ure.  Iraq  poses  a  much  greater  threat  to  U.S.  national  securi 
than  does  Osama  bin  Laden.  Its  clandestine  programs  1 
build  nuclear,  chemical  and  biological  weapons  of  ma 
destruction  and  the  missiles  that  can  deliver  them  ha\ 
proceeded  without  outside  interference  since  the  expulsia 
of  United  Nations  monitors  in  1998.  The  Iraqi  dictatorshi 
has  used  chemical  weapons  in  its  war  against  Iran  an| 
against  Iraq's  Kurdish  opposition.  It  is  believed  to  ha\ 
enough  fissile  material  for  two  atomic  bombs  and  soon  ma 
finish  building  such  a  device — the  ultimate  terrorist  weapoi 
— JAMES  PHILLIPS,  Heritage  Foundation 

We  Did  It  Our  Way  America's  role  in  [World  War  1 
was  absolutely  decisive.  The  string  of  German  battlefield  sue 
cesses  stopped  abruptly  on  the  entry  into  the  line  of  the  newl 
formed  American  divisions,  the  course  of  the  war  change 
drastically,  and  members  of  the  Oberste  Heeresleitung,  thi 
General  Staff  of  the  German  Army  (the  OHL),  recommende 
that  Germany  seek  terms.  The  Great  War  was  won  on  tto 
ground  by  American  soldiers  deployed  as  an  American  force 
and  operating  largely  against  the  wishes  and  suggestions  o 
the  senior  French  and  British  commanders,  who  though 
American  troops  should  be  distributed  into  Allied  units  a 
replacements  for  Allied  losses  to  minimize  their  importance 

— JOHN  MOSIEB 
The  Myth  of  the  Great  Wa\ 

Just  Wait  Thunder  is  good,  thunder  is  impressive;  but  i 
is  the  lightning  that  does  the  work. 

—MARK  TWAIN  I 


Not  sure  if  your  plan  is  on  track? 
Fidelity  can  help. 


What  stocks  do  you  own  and 
why  do  you  own  them?  Is  your 
portfolio  diversified  enough?  Does 
your  current  allocation  truly 
reflect  your  long-term  goals? 
Have  tax  law  changes  provided 
more  opportunities,  or  more  pit- 
falls? It  can  be  difficult  to  know, 
but  a  Fidelity  Portfolio  Review 
today  can  help. 

Together  we'll  take  a  com- 
prehensive look  at  your  entire 


t 


For  a  comprehensive 
portfolio  review,  call 
1-800-FIDELITY 


financial  portfolio  —  mutual  funds, 
individual  stocks,  bonds,  401  (k)s, 
IRAs,  Fidelity  and  non-Fidelity 
accounts.  We  can  help  you  develop 
a  plan  to  pursue  financial  goals 
from  college  tuition  to  retirement 
income  —  or  help  ensure  that  your 
current  plan  is  still  viable. 

Now  may  be  the  time  to  put  the 
experience  and  service  of  Fidelity 
to  work  on  your  portfolio  to  help 
you  see  yourself  succeeding. 


Fidelity  Investments 


1-800-FIDELITY  Fidelity.com 


Investment  results  may  vary.  Fidelity  Brokerage  Services,  Member  NYSE,  SIPC 
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We  are  giving  50  million  doses  of  polio  vaccine  to  the  World  Health  Organizcwi^l 

So  that  polio  does  not  steal  mi 


Every  child  should  experience  childhood  without  the  threat  of  illness.  However,  around 
the  globe,  polio  is  still  prevalent  and  leaves  lasting  damage.  Each  year,  up  to  25,000  children  are  infected 
with  the  polio  virus.  At  Aventis,  a  world-leading  pharmaceutical  company  for  human  vaccines,  we  provide 
vaccines  for  the  prevention  of  polio.  And  we  support  the  World  Health  Organization  and  UNICEF's  Polio 
Eradication  Initiative,  launched  in  1988  with  the  support  of  the  U.S.  Centers  for  Disease  Control  and 
Prevention  (CDC)  and  Rotary  International.  In  fact,  we  are  donating  50  million  doses  of  our  polio  vaccine  to 
be  used  in  five  African  countries.  It  is  our  goal  to  make  a  decisive  contribution  to  the  eradication  of  polio. 
So  that  children  everywhere  have  a  healthier  future. 

Aventis,  Strasbourg  (France),  is  listed  on  the  stock  exchanges  in  Paris,  Frankfurt  and  New  York,  www.aventis  com 
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Our  Challenge  is  Life 
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Beyond  today's  energy  headlines  lies  a  new  era  of  questions  for  an 
economy  increasingly  in  need  of  power.  Questions  about  natural 
gas  supplies,  about  the  need  for  critical  delivery  infrastructure, 
about  turbulence  in  the  marketplace.  At  El  Paso  Corporation, 
we're  committed  to  finding  answers  to  those  questions.  And  we're 
uniquely  qualified  to  deliver  on  that  commitment.  No  other  company 
can  match  the  depth  and  breadth  of  El  Paso's  enterprise  base. 
From  the  critical  natural  gas  reserves  we're  developing  to  the  gas 
transportation  system  we're  expanding.  From  our  extensive  power 
generation  portfolio  to  our  new  liquefied  natural  gas  business. 
El  Paso  Corporation  is  committed.  Committed  to  finding  durable 
answers  to  vital  questions. 


Commitment.  Raised  to  the  power  of  El  Paso. 


elpaso 


COMMENTARY 


On  Events  at  Home  and  Abroad 

By  Caspar  W.  Weinberger,  chairman 


WE  GO  TO  WAR 


LTR  RESPONSE  TO  THE  SEPT.  1 1  HORROR  IS  EXACTLY  RIGHT, 
he  only  opposition  seems  to  be  coming  from  academic  left- 
Ingers  who  fancy  themselves  fashionable  in  their  constant 
d  now-frantic  efforts  to  blame  America,  even  for  Sept.  11. 
Had  we  failed  to  launch  the  continual,  strong  attacks  that 


we  have,  we  would  have  told  terrorists  around  the  world  that 
it  is  safe  to  attack  America  with  impunity.  The  road  we  have 
chosen  is  the  right  one.  It  will  be  long,  and  not  without  risk. 
If  the  patience  and  strength  of  our  country  matches  those  of 
our  leadership,  we  will  win. 


THE  BOOKS  OF  SUMMER  IX 


KIS  ANNUAL  REVIEW  OF  BOOKS  READ  DURING  THE  SUMMER 
Maine  is  appearing  now  because  far  more  important  events 
ervened.  These  books,  however,  are  worth  reading  anytime. 
John  Adams  (Simon  &  Schuster,  $35)  is  David  McCul- 
ugh's  magisterial  and  altogether  wonderful  biography, 
eph  Ellis'  1993  biography  of  Adams  began  the  process  of 
monstrating  how  much  we  owe  to  this  most  extraordinary 
our  founding  fathers.  McCullough  completes  the 
;cue  of  our  second  President  from  the  compara 
e  obscurity  to  which  the  far  better 
own  lives  of  George  Wash- 
*ton,  Thomas  Jefferson  and 
njamin  Franklin  had  seem- 
ly condemned  him. 
Adams,  a  Massachusetts  farm- 
and  lawyer,  was  a  proud  descen- 
nt  of  the  Puritans  and  outdid 
me  of  them  in  his  rigid  rectitude 
e  had  a  towering  intellect,  refined  and  toned 
his  Harvard  education.  He  scorned  those  of  lesser  intellect 
d  some  who  simply  disagreed  with  his  firmly  held  opinions, 
yone  subjected  to  his  disdain  was  not  likely  to  forget  it. 
Adams  worked  endlessly  for  causes  he  believed  in,  especially 
rsonal  liberty  and  freedom  from  oppression.  He  was  unwill- 
to  compromise  in  the  least  on  anything  remotely  resembling 
natter  of  principle.  But  these  characteristics  enabled  him  and 
s  sometimes  irritated  colleagues  (no  mean  intellects  them- 
ves)  to  work  together  to  produce  our  democracy.  We  proba- 
r  would  never  have  taken  the  extreme  step  of  severing  rela- 
ns  with  Great  Britain  without  Adams'  relentless  pursuit  of 
lat  he  saw  as  necessary  to  secure  our  freedom  and  our  future. 
Some  of  the  finest  chapters  are  those  involving  Adams' 
ponsibilities  representing  the  Colonies'  interests  in  France, 
lich  led  to  France's  committing  troops  to  our  Revolution, 
all  this  Adams  was  far  more  than  aided  by  his  extraordi- 
ry  wife,  Abigail.  Almost  a  dual  biography,  this  book  in- 
ldes  perhaps  the  first  full  appreciation  of  how  much  Abi- 
il  contributed  to  the  Revolution  and  our  nation's  birth. 


The  summer  was  also  enlivened  by  a  controversial  little  book, 
The  Jefferson-Hemings  Myth:  An  American  Travesty  (Thomas 
Jefferson  Heritage  Society,  $1 1.95).  Ten  contributors,  including 
editor  Eyler  Robert  Coates  Sr.  and  Bahman  Batmanghelidj, 
offer  virtually  irrefutable  proof  that  Jefferson  did  not  father  a 
child  by  Sally  Hemings,  a  myth  that  many  have  come  to  accept. 

Three  novels,  brilliantly  written,  with  fascinating  narratives, 
completed  this  summer's  fare.  Readers  may  recall  my  un- 
bounded admiration  for  James 
Webb,  one  of  our  finest  war  nov- 
elists since  Stephen  Crane.  It  is  a 
pleasure  to  report  that  Webb's 
Lost  Soldiers  (Bantam  Books, 
$25)  is  fully  up  to  his  high  stan- 
dards— taut  with  skillfully  nar- 
rated realism.  It  is  a  tale  of  the 
search  for  two  American  traitors 
who  caused  the  death  of  Marines  in  a 
remote  outpost  in  Vietnam.  No  one  else 
has  ever  conveyed  better  the  dangers,  risks 
and  horrors  of  our  war  in  Vietnam.  Once  again  we  see  and  live 
through  the  misery,  terror  and  hardship  of  infantry  fighting  in 
that  strange  land — a  land  that  Webb  has  clearly  come  to  love. 

Death  in  Holy  Orders,  by  RD.  James  (Knopf,  $25),  is  the  latest 
of  the  Adam  Dalgliesh  mysteries.  An  ordinand's  death  at  a  small 
theological  college  leads  into  a  tale  of  multiple  murders  and 
horribly  sacrilegious  acts,  along  with  the  familiar  descriptions 
and  character  studies  that  distinguish  all  of  Baroness  James' 
works.  This  is  a  most  rewarding  and  skillfully  constructed 
example  of  the  classic  mystery  as  told  by  a  master  of  the  art. 

One  of  the  nicest  short  books  I've  read  in  a  long  time  is 
Girl  With  a  Pearl  Earring,  by  Tracy  Chevalier  (Plume,  $12).  This 
is  the  tale  of  painter  Johannes  Vermeer  and  his  tumultuous 
household  in  1660s  Holland.  But  it  is  also  the  story  of  his 
16-year-old  housemaid  and  model,  Griet,  who  sat  for  the  glo- 
rious portrait  "Girl  With  a  Pearl  Earring."  This  is  a  most  de- 
lightful lesson  in  art  history,  as  well  as  a  study  in  vivid  contrasts 
between  Vermeer's  life  and  that  of  his  most  famous  model.  F 
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CRYSTAL  LIQUID 


Two-thirds  of  our  world  is  covered  by  water,  which  increasingly  becomes 
polluted.  Now  Hitachi's  unique  purification  systems  are  hard  at  work  restoring 
lakes  to  their  natural  condition,  making  them  a  picture  of  crystal  purity.  And 
you'll  find  yet  another  type  of  crystal  purity  in  Hitachi  TFT  LCDs.  With  their 
exceptionally  wide  viewing  angle  and  stunningly  clear  images,  they  redefine  what 
a  LCD  should  be.  From  cleaner  water  to  a  clearer  view,  improving  the  quality 
of  life  is  the  inspiration  from  Hitachi.  Visit  Hitachi  on  the  web  and  see  how 
we're  inspiring  the  next  with  our  advanced  technologies  and  innovative  solutions. 
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By  Rich  Karlgaard,  publisher 

publisher@forbes.com 


1 


GOOD  GUY,  TOUGH  SPOT 


'ADERSHIP,  AS  PETER  DRUCKER  HAS  WRITTEN  DURING  THE 
st  60  years,  is  not  a  formula.  You  can't  find  it  in  a  bottle,  a 
II  or  a  cereal  box.  I'm  skeptical  that  you  can  find  it  in  any 
ok  on  leadership.  (Biographies  are  better  teachers.)  The 
ith  is,  every  good  leader  leads  in  his  own  way.  Effective 
iders  start  with  their  singular  gifts  and  build  on  them, 
lat's  easy  enough  to  write  down  on  a  matchbook  cover.  But 
w  comes  what  can  only  be  called  the  art  of  leadership:  The 
st  leaders  seem  to  build  on  their  weaknesses,  also.  Winston 
mrchill  left  a  great  clue  about  this  in  a  quote:  "Take  your 
>rst  feature  and  make  it  prominent."  Churchill's  quote  is 
out  fashion,  which  explains,  perhaps, 
ly  a  short,  roundish  man  would  wear 
lka-dot  bow  ties,  but  it  could  have  been 
out  charisma  and  leadership,  too. 
One  of  my  favorite  CEOs  over  the 
ars  has  been  Sun  Microsystem's  Scott 
cNealy.  Scott  is  famously  loud,  brash, 
otional,  often  immature.  His  own  genius 
that  he  doesn't  hide  any  of  the  "bad" 
ff.  In  the  parlance  of  software,  he  turns 
s  own  bugs  into  features.  His  many  unfil- 
fcjjjred  statements  buy  millions  of  bucks  in 
iblicity,  his  unbridled  emotions  serve  to 
;ht  up  Sun's  39,000  employees.  McNealy 
:akes  us  forget  that  Sun  is  actually  a  small 
>mpany;  its  latest  quarter  will  show  $2.8  billion  in  sales.  That 
its  Sun  behind  IBM,  Hewlett-Packard,  Intel,  Microsoft, 
bmpaq  and  Dell.  Yet  scrappy  Sun  has  been  able  to  dominate 
id,  so  far,  defend  a  vital  IT  beachhead:  high-speed  servers. 
I  But  in  wretched  2001,  all  computer  vendors  have  been  hit 
ud — IBM  and  Microsoft,  only  just;  Sun,  perhaps  the  hardest, 
in's  stock  is  down  85%  in  a  year  and  a  half.  Analysts  now  talk 
^out  a  pincer  movement,  of  Sun's  being  caught  between  IBM 
»ove  and  Wintel  (Microsoft,  Intel,  Dell,  Compaq,  etc.)  below. 
!  Against  this  backdrop  I  dropped  by  to  see  McNealy  at  his 
iio  Alto  offices  on  Oct.  2  and  chat  about  how  he's  leading 
m  in  rough  times.  McNealy  was  a  few  minutes  late,  so  I 
pked  out  the  window  and  watched  him  swing  his  dark  blue 
adillac  Seville  into  the  parking  lot.  He  strode  into  the  room 
l  a  green  golf  shirt,  khakis  and  tasseled  loafers.  His  face 
emed  heavy  with  sorrow. 

"I'm  not  feeling  very  leaderly  today.  In  three  days  I  have  to 
y  off  10%  of  our  employees.  That's  4,000  extremely  competent, 
)od,  loyal  people.  Sun  is  not  fat.  I  had  hoped  we  could  avoid 
is,  but  then  9/1 1  blew  a  hole  in  our  sales.  September  is  always 


Scott  McNealy's  genius  is  that  he  doesn't 
hide  any  of  his  "bad"  qualities. 


the  biggest  month  for  sales  at  Sun.  We  lost  our  biggest  month." 

McNealy  sits  on  GE's  board.  He  and  Jack  Welch  have  be- 
come buddies;  both,  incidentally,  are  close  to  being  scratch 
golfers.  I  asked  McNealy  if  he  sought  Welch's  counsel. 

"Jack?  I  haven't  talked  to  Jack  since,  oh,  yesterday.  Yeah,  I 
talk  to  Jack  all  the  time.  He  tells  me,  'Gotta  be  tough,  gotta 
cut  employees,  gotta  do  it.'  He  says,  'It's  extremely  important 
to  take  care  of  the  people  who  remain.'  Jack  tells  me,  'Scott, 
the  worst  part  about  being  CEO  is  that  nobody  ever  believes 
you're  torn  up  inside.  You're  not  allowed  to  show  it.  Being  a 
good  CEO  is  being  a  good  actor.  You  can't  show  fatigue,  you 
can't  show  terror,  you  can't  show  when 
you're  torn  up.'" 

I  asked  McNealy  how  today's  turmoil 
compares  with  other  tight  corners  in  Sun's 
19-year  history. 

"In  1984,  the  first  year  I  was  CEO  (Sun 
was  founded  in  February  1982),  we  had  $2 
million  in  revenue  and  lost  $500,000. 1  was 
just  sick  about  losing  half  a  million  dollars.  I 
couldn't  imagine  it.  Then  in  1989  we  missed 
Q4  and  came  close  to  running  out  of  cash. 
We  had  to  borrow  money.  Banks  were  sniff- 
ing around.  This  year  is  different.  The  scale 
of  it  makes  it  worse.  I've  never  had  to  lay  off 
employees.  Let  me  correct  that;  Sun  has  al- 
ways done  what  I  call  daily  layoffs,  removing  employees  who 
didn't  cut  it.  But  I've  never  had  to  lay  off  good  employees. 
That's  the  worst  part.  These  are  good  employees.  On  the  bright 
side,  we  have  $5.5  billion  in  cash.  Our  survival  is  not  at  stake." 

McNealy  supported  George  Bush  in  the  2000  election.  What 
leadership  pearls  would  he  give  the  Bush  economic  team  now? 

"Cut  taxes.  I  mean  this  broadly.  We  have  a  huge  energy 
tax  in  this  country  because  under  Clinton  we  had  no  energy 
policy.  The  environmentalists  really  drove  up  the  cost  of  en- 
ergy. We  know  nuclear  works.  What's  stopping  us?  Leave  it 
to  the  scientists,  not  the  greens. 

"Two,  the  government  should  get  out  of  the  insurance 
business.  You  name  it:  health  insurance,  disaster  insurance, 
social  security.  The  private  sector  does  a  far  better  job. 

"Three,  we  need  liquidity!  I  sat  down  with  Greenspan 
two  years  ago  and  said  to  him:  'Why  the  heck  are  you  wor- 
ried about  inflation?  Who  has  pricing  power  on  the  Internet? 
I  buy  contact  lenses  for  $  1 5  a  pair.  I  used  to  pay  $80.' "  F 
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BY  ROBERT  LENZNER 
AND  VICTORIA  MURPHY 

BETTING  ON  BANDWIDTH, 
Global  Crossing  Chairman 
Gary  Winnick  amassed  a 
$4.7  billion  fortune  at  the 
speed  of  light.  His  fiber- 
optic stake  has  shrunk  al- 
most as  fast.  His  remaining  9%  piece 
of  the  company  he  heads  is  scarcely 
worth  $58  million. 

But  Winnick,  54,  is  not  as  poor  as 
this  meager  figure  suggests.  He  and  his 


family  pocketed  more  than  $600  million 
by  cashing  in  stock  over  the  past  two 
years,  even  as  Global  Crossing  struggled 
with  a  lethal  debt  load,  falling  prices  and 
an  industry  in  turmoil.  He  also 
arranged  to  sell,  for  example,  10  million 
shares  in  May,  at  $12. 

Good  timing.  Today  the  stock 
trades  below  the  $1  mark,  a  tumble 
Winnick  says  he  never  saw  coming. 
Global's  market  cap  has  fallen  from  a 
high  of  $54  billion  to  $650  million.  The 
company  carries  a  $6.7  billion  debt 


load,  much  of  it  junk  bonds  that  no  - 
trade  at  18  cents  on  the  dollar.  Its  si 
cured  bank  debt  trades  at  67  cents  a 
the  dollar.  Lenders  are  sitting  on  pap«  tope 
losses  of  $3.9  billion. 

Global's  withering  finances  coul 
put  it  in  violation  of  bank  covenant 
Yet  it  continues  to  burn  through  $50  | 
million  each  quarter  to  fund  more  cor 
struction — despite  the  fiber  glut.  At  th 
rate,  Global  could  exhaust  its  $2.4  bi 
lion  in  cash  in  a  few  quarters  unless 
can  cut  costs  dramatically. 
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What  caused  this  grief?  A  supply 
bble.  Winnick's  overnight  wealth 
lich  this  magazine  helped  publicize 
ts  Apr.  19, 1999  issue)  attracted  a  gold 
|h  of  fiber  dealsters.  "Everyone  envi- 
faed  volume  coming  in  large  chunks, 
f  the  assumptions  were  all  wrong  and 
Ices  plummeted  60%  to  80%  a  year 
wholesale  bandwidth,"  says  analyst 
san  Kalla  of  Friedman  Billings. 
But  some  blame  falls  on  Winnick 
nself,  an  enthralling  salesman  who 
ferred  dealmaking  to  managing.  He 
li  through  four  chief  executives  in 
ee  years.  And  while  Global  billed  it- 
f  as  a  network  operator,  it  lacked  big 
rporate  clients  and  acted  more  like  a 
istruction  company,  dependent  on 
ing  new  fiber  to  sell  to  carriers.  As 
:  glut  worsened — demand  would 
/e  had  to  grow  16-fold  annually  to 
:p  up  with  the  building  binge  waged 
Global  and  others — the  company 
:reased  fiber  swaps  and  booking 
:m  in  a  way  that  artificially,  though 
ally,  juiced  earnings. 
Global's  fifth  chief  executive  is  43- 
ir-old  John  Legere,  an  AT&T  alum 

0  had  been  running  Global's  Asia  af- 
ite.  Winnick  insists  Legere  can  trans- 
m  Global  into  a  network  operator, 
tie  fiction  is  that  all  new  telcos  are  the 
ne,  and  they  won't  survive.  The  real- 
is  that  if  you  have  the  capital  and  a 
npleted  network  and  the  right  team, 

1  have  staying  power,"  he  says. 
Staying  power?  Global  will  be  lucky 
survive  at  all. 

It  is  a  startling  comedown  for  a  guy 

0  made  something  out  of  nothing, 
mnnick,  a  former  Drexel  Burnham 
:jjind  trader,  became  a  fiber  czar 

endipitously.  In  1997  AT&T  needed  a 
iw  undersea  cable  linking  the  U.S.  and 
(rope,  but  it  wanted  someone  else  to 
ance  it.  So  it  offered  to  handle  con- 
uction  and  become  a  customer  of 
;  pipeline  if  Winnick  could  raise  $750 
jllion  and  form  a  company  to  oversee  it. 
The  Internet  craze  was  dawning; 
innick  put  up  $15  million  and  raised 

1  rest  in  90  days.  He  took  14  months 
lay  fiber  from  Brookhaven,  N.Y.  to 

Inds  End,  England  and  Sylt,  Germany. 


The  new  pipeline  let  him  sell  capacity  at 
less  than  half  the  going  price.  In  his  first 
sales  pitch,  Winnick  recouped  half  his 
costs  by  selling  just  10%  of  his  capacity. 
He  had  a  money-making  machine — so 
long  as  there  was  someone  to  sell  to. 

Demand  for  bandwidth  seemed  un- 
quenchable. Winnick  raised  more 
money  to  lay  more  fiber,  $20  billion  in 
all.  Sales  tripled  to  $1.5  billion  in  1999. 
Wall  Street  went  gaga:  Global  went 
public  at  $9.50  in  August  1998  and  shot 
up  to  $60  in  eight  months. 

Winnick  took  some  chips  off  the 
table.  In  June  1999,  as  Global  was  bid- 
ding for  U  S  West  and  Frontier  and  land- 
ing the  latter,  Winnick  sold  $350  million 
in  stock.  In  early  2000  some  big  investors 
bailed  out:  Laurence  Tisch's  Loews  Corp. 
arranged  to  sell  40  million  shares. 

March  2000  saw  the  beginning  of 
the  end  for  the  Web,  but  a  month  later 
Global  did  a  second  offering  at  $33  to 
raise  $1.4  billion.  Winnick  reaped  $250 
million  more.  By  early  2001  Global  was 
stoking  its  earnings  by  resorting  to 
swaps  of  capacity  with  the  same  carrier. 
This  helped  too:  Global,  like  some  of  its 
rivals,  got  around  an  accounting 

Get  Less  Rich  Quick 


change  by  reporting  cash  earnings  that 
did  not  directly  reflect  the  cost  of  pur- 
chasing bandwidth. 

In  the  first  half  of  this  year  Global 
acquired  leases  and  other  assets  worth 
$700  million,  and  booked  them  on  the 
balance  sheet.  Meanwhile,  it  sold  leases 
worth  $1.1  billion  and  booked  those  as 
cash  revenues.  The  leases  make  up  only 
30%  of  Global  revenue  (the  bulk 
comes  from  Frontier),  but  they  ac- 
count for  the  bulk  of  adjusted  EBITDA, 
earnings  before  interest,  taxes,  depre- 
ciation and  amortization.  "There  is  no 
EBITDA  if  you  take  the  leasing  transac- 
tions off  the  books,"  concedes  Daniel 
Cohrs,  Global's  chief  financial  officer. 

The  swaps  and  shrewd  accounting 
provided  illusory  gains  for  many  carri- 
ers, even  as  the  bandwidth  business  fell 
apart.  Now  Gary  Winnick  has  a  new 
deal  for  shareholders:  He  wants  to 
merge  Asia  Global  Crossing's  publicly 
held  43%  stake  back  into  the  parent.  It 
will  take  issuing  300  million  new 
Global  shares,  diluting  existing  share- 
holders' stock  by  25%.  But  who's  left  to 
complain?  Most  of  the  damage  to  this 
stock  is  already  done.  F 


Even  after  adding  back  in  the  $600  million  Gary  Winnick  reaped  by  selling  stock, 
his  stake  in  Global  Crossing  is  still  down  86%  from  its  high  in  May  1999.  The  tech 
wreck  is  burning  away  other  fortunes  as  quickly  as  the  bubble  built  them. 

Bum  rate  per  month($mil) 


$1,950 


PEAK  VALUE1 
CURRENT  VALUE 

%  CHANGE 

Bill 
Gates 

Microsoft 

$82.6  bil 

$39.7  bil 

-52% 

Jerry  Yang/ 
David  Filo 

Yahoo 

$21.8  bil 

$944  mil 

-96% 

David 
Huber 

Corvis 

$9.5  bil 
$148  mil 

-98% 

Jeffrey 
Bezos 

Amazon.com 

$12.4  bil 

$848  mil 

-93% 

David 
Wetherell 

CMGI 

$5.9  bil 
$26  mil 

-99% 

'Based  on  current  stockholdings;  current  value  excludes  past  sales. 
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Blood, 
Sweat 
And  Bonds 

They  helped  America 
finance  World  War  II. 
Should  war  bonds  be 
revived  to  pay  for  today's 
battle  against  terrorism? 

BY  SILVIA  SANSONI 

AMERICANS  WHO  GAVE 
blood,  donated  to  char- 
ity and  unfurled  the  flag 
after  the  terrorist  attacks 
may  soon  have  another 
way  of  expressing  their  love  of  country: 
buying  war  bonds — Treasury  bills 
cloaked  in  patriotism,  last  used  to  fund 
the  U.S.  effort  in  World  War  II. 

Last  month  Senator  Mitch  Mc- 
Connell  (R-Ky.)  attached  to  a  Treasury 
spending  bill  an  amendment  to  revive 
the  historic  bonds,  saying  they  would 
"provide  much  needed  resources  ...  to 
retaliate  against  the  enemy  of  interna- 
tional terrorism."  Nice  sentiment,  but 
will  it  work? 

During  World  War  II  the  Treasury 
raised  $38  billion — about  a  tenth  of 
the  cost  of  the  war — by  issuing  ten- 
year  Series  E  savings  bonds  that  were 
renamed  War  Savings  bonds  after  the 
bombing  of  Pearl  Harbor.  The  bonds 
paid  2.9%  interest,  slightly  above  the 
rates  on  other  Treasurys  and  more 
than  you  could  get  in  a  passbook  ac- 
count. Hollywood  stars  like  Groucho 
Marx,  Bob  Hope,  Bing  Crosby  and 
Dorothy  Lamour  helped  sell  them.  You 
could  pick  them  up  in  department 
stores,  movie  theaters,  on  the  streets 
and  at  sporting  events.  One  drawback: 
They  were  not  marketable.  After  the 
war  they  continued  to  be  issued  but 
went  back  to  being  called  Series  E 
bonds.  The  rate  of  return  inched  up 
over  time;  the  bonds  were  popular 


 ,    J  WAK 

On  the  road  to  victory:  Dorothy  Lamour,  fundraising  queen 

wedding  and  birthday  gifts,  says  the 
former  Wall  Street  heavyweight  Henry 
Kaufman. 

War  bonds  made  more  sense  60 
years  ago  because  the  government 


needed  to  fill  its  coffers  in  a  hur 
until  the  U.S.  entered  the  wi 
most  American  wage  earners  < 
not  pay  income  taxes.  Nor  did  1 
masses  have  the  rich  array 
choices  for  fixed-income  inve 
ing,  like  money  market  funds,  tl 
people  now  enjoy. 

If  you  want  to  help  pay  I 
cruise  missiles,  you  don't  have 
wait  for  the  McConnell  bon 
You  can  get  2.56%  on  a  one-ye 
Treasury  bill,  4.73%  on  a  te 
year  note  or  5.58%  on  a  30-ye 
bond.  They  are  all  marketable 
meaning,  you  can  sell  the 
through  a  stockbroker  if  y 
need  cash  in  a  hurry. 

"The  War  Bonds  initiatii 
shouldn't  be  judged  solely  on  dc 
lars  raised,  but  on  sustained  pub 
support  for  the  campaign  agair 
terrorism,"  insists  McConnell. 

True,  perhaps.  But  then  there's 
argument  that  the  really  patriotic  thi 
to  do  these  days  is  to  spend  your  morn 
and  resuscitate  the  economy. 


Picture  This 


T 


Japan's  new  cell  phone  is 
a  marvel.  So  are  the  cost,  short 
battery  life  and  long  manual. 

I  HE  BEATEN-UP  TELECOMMUNI  - 
cations  sector  has  grand  hopes 
for  revival  from  a  massive, 
worldwide  upgrade  to  "third  gener- 
ation" wireless  over  the  next  decade. 
(The  first  two  generations  were  ana- 
log and  then  digital  phones.)  3G  de- 
livers such  torrents  of  bits  through 
the  air  that  phones  could  be  used  for 
casual  Web  surfing  or  even  watching 
movie  clips. 

That's  the  idea.  But  no  one 
knows  if  that's  what  consumers 
want.  Though  Japan's  NTT  DoCoMo 
recently  premiered  a  3G  phone  that 
can  send  and  receive  video,  it  has 
some  drawbacks:  Handsets  cost 
$500,  batteries  last  one-quarter  as 
long  as  those  of  normal  phones  and 


the  user's  guide  runs  to  500  pages. 

Uh-oh.  European  phone  comp;| 
nies  last  year  paid  $100  billion  for  3l 
spectrum,  and  will  have  to  pay  at 
other  $100  billion  for  equipment,  ei\ 
eluding  the  cost  of  the  handsets.  U.. 
equipment  companies  like  Qua. 
comm  (see  story,  p.  76)  have  hig| 
hopes  for  3G,  too. 

DoCoMo,  which  is  spending  S| 
billion  for  its  national  network,  sa) 
the  phones  are  selling  faster  than  e> 
pected  to  the  gadget-happy  Japanese 
— Benjamin  Fulfom 
and  Quentin  Hard] 
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What's  Good  for 
General  Motors... 

GM's  0%  financing  is  helping  sales— 
at  Chrysler's  and  Ford's  expense. 


BY  ROBYN  MEREDITH 

ALL  AROUND  DETROIT 
American  flags  are  flying. 
But  it  is  the  General  Motors 
Corp.  that  has  wrapped  it- 
self in  Old  Glory.  Eight  days 
after  the  terrorist  attacks  GM  unveiled 
its  "Keep  America  Rolling"  plan,  of- 
fering car  buyers  free  financing  for  up 
to  five  years.  That  eye-catching  dis- 
count, good  through  Oct.  31,  is  worth, 
on  average,  $3,600  per  vehicle, 
Deutsche  Bank  estimates. 

"Our  challenge  is  to  make  sure  we 
can  stimulate  the  demand  side,"  said 
GM  Chief  Executive  Richard  Wagoner. 

That  it  may  do.  But  it's  also  put  im- 
mense pressure  on  Chrysler  and  Ford, 
both  of  which  were  already  struggling 
yet  had  no  choice  but  to  match  GM's 
expensive  offer. 

Less  than  two  weeks  before  the  at- 
tack Chrysler  had  dropped  sticker 
prices  an  average  0.9%  in  an  effort  to 
steer  clear  of  hefty  rebates,  which  aver- 
aged $2,000  per  vehicle  this  summer 
industrywide.  Now  the  company  is 
forced  to  match  GM's  discounted  loans 
on  already  discounted  autos. 

GM  hadn't  dropped  sticker  prices. 
So  the  0%  loans  are  substituting  in  ef- 
fect for  rebates.  To  offset  part  of  the 
expense,  GM  has  trimmed  marketing 


costs  temporarily. 

It's  already  stealing  sales 
from  its  rivals.  In  September 
GM's  sales  dropped  just 
2.9%,  not  the  15%  some  an- 
alysts had  feared.  Ford  took 
one  day  to  match  GM's  free 
financing  offer  but  couldn't 
change  advertisements  as  quickly.  Its 
sales  fell  9.9%. 

Chrysler  didn't  offer  the  loans 
until  Sept.  25 — too  late,  as  its  Septem- 
ber sales  plunged  28%.  Its  market 
share  skidded  to  11.8%  last  month 
from  14.9%  a  year  before.  The  com- 
pany has  dropped  a  dealer  incentive 
program  to  recover  some  costs.  Still, 
offering  zero  financing  will  make  it 
harder  for  moneylosing  Chrysler  to 
pull  off  its  turnaround  plan.  Yes,  it  is 
succeeding  in  cutting  costs,  but  sales 
were  sinking  even  before  Sept.  1 1 . 

Fortunately  for  the  auto  industry, 
borrowing  is  cheaper  these  days,  so 
free  financing  isn't  as  expensive.  But 
Chrysler  generally  pays  a  higher  inter- 
est rate  for  debt  than  its  rivals  because 
its  credit  rating  is  a  notch  lower. 

The  juicy  gossip  now  in  Detroit  is 
that  GM  conceived  the  0%  plan  to  in- 
tentionally kick  Chrysler  and  Ford 
while  they  were  down.  GM  and  Chrys- 
ler executives  deny  such  intent.  Other 
auto  execs  aren't  so  certain. 

One  thing  is  sure:  GM  is  suddenly 
looking  revived.  Its  market  share  is  fi- 
nally moving  up,  to  almost  30%  in 
September  from  28%  a  year  ago,  and 
it  is  the  only  one  of  the  Big  Three  that 
doesn't  expect  red  ink  in  the  third 
quarter.  Let  the  flag  wave.  F 


Unaccommodatir 
Accommodations! 

Why  aren't  luxury  hotels 
bending  over  backwards 
to  attract  lots  more  businessl 

BY  STEPHANE  FITCH 

WITH   DEMAND  COLLAPSIl 
you'd  expect  the  hospitality! 
dustry  to  be  a  bit  more  h\ 
pitable  about  pricing.  Nope.  Many 
ury  hotel  chains,  such  as  Hilton  I 
Starwood,  would  sooner  lose  sol 
business  than  cheapen  their  image  v| 
discounts.  "Once  you  cut  prices, 
hard  to  get  them  back  up,"  says  Jefll 
Dallas,  a  hotel  industry  consultant  vJ 
Ernst  8c  Young.  The  decline  in  tra 
hurts,  but  it  doesn't  all  come  out  of  | 
bottom  line:  Fewer  guests  means 
spent  on  utilities  and  bellhops. 

Contradicting  the  general  patteril 
few  high-end  hotels  are  offering  attr| 
tive  deals.  A  sampler: 


Waldorf-Astoria 

New  York 

Low  Rate  Was:  $330 

Low  Rate  is:  $230 
• 

Mark  Hopkins  Inter-Contir 

San  Francisco 
Low  Rate  Was:  $300  plus 
Low  Rate  Is  $160 

• 

Willard  Inter-Continent 

Washington,  D.C. 
Low  Rate  Was:  $310 
Low  Rate  Is:  $200 
• 

Marquette 

Minneapolis 
Low  Rate  Was:  $220 
Low  Rate  Is:  $130 

• 

Eldorado 

Santa  Fe 
Low  Rate  Was:  $240 
Low  Rate  Is:  $150 

• 

Le  Meridien 

Chicago 
Low  Rate  Was:  $300  plus 

Low  Rate  Is:  $195 
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Candice  Carpenter  goes  from 
Internet  diva  to  self-help  author. 
Somebody  give  her  a  job. 


BY  JOANNE  GORDON 

YOU'RE  49  YEARS  OLD.  YOU'RE  OUT  OF  WORK  AFTER 
founding  an  Internet  company.  What  should  you  do 
now?  You  can  always  write  a  career  advice  book  while  looking  for 
a  real  job.  That,  at  least,  is  what  Candice  Carpenter,  the  founder  of 
floundering  Ivillage,  which  runs  Web  sites  for  women,  is  doing.  She's 
out  with  a  book  called  Chapters:  Creating  a  Life  of  Exhilaration  &  Accomplishment 
in  the  Face  of  Change.  She  should  know  about  change,  having  stepped  down  as  chief 
executive  last  year.  Her  personal  anecdotes  are  meant  to  inspire  once-high-flying 
executives  who've  left  jobs  or  are  caught  between  careers.  Read  between  the  lines. 

Advice:  Once  you  hear  voices  telling  you  it's  time  to  leave  a  job,  honor  them. 
Translation:  Especially  if  the  voices  might  be  your  board's.  Carpenter  "agreed  to 
resign"  last  year  as  the  company's  third-quarter  loss  headed  toward  $119  million 
and  the  stock  slid  to  $7— down  93%  from  its  April  1999  peak. 

Advice:  Build  a  nest  egg  of  at  least  a  year's  salary. 

Translation:  Done.  She  got  $1.3  million  when  she  left  (double  her  2000  salary  and 
bonus).  Then  there's  the  $500,000  loan  from  Ivillage.  So  far  she's  paid  back  only 
interest;  the  principal  is  due  December  2002. 

Advice:  These  times  are  not  known  for  job  security,  no  matter  how  good  you  are. 
Translation:  This  is  likely  a  veiled  apology  to  ex-lvillage  executives— including  the 
former  head  of  operations,  sales  chief  and  VP  of  business  development— whom 
Carpenter  notoriously  wooed,  then  abruptly  fired. 

Advice:  Learn  to  embrace  and  dance  with  change. 

Translation:  No  sloth  here:  Before  she  cast  herself  as  an  Internet  maven,  her  ca- 
reer swung  from  outdoor  hiking  guide  and  credit  card  exec  to  running  a  mail- 
order video  unit  and  a  home-shopping  channel. 

Advice:  Drink  the  blood  of  those  you  envy. 

Translation:  Or  marry  them.  She  recently  wed  Peter  Olson,  chief  of  Random  House. 
Good  career  move?  Her  new  book  is  published  by  competitor  McGraw-Hill. 

Advice:  Relish  and  deploy  your  time  between  jobs. 

Translation:  Like  writing  a  self-help  book  to  bide  time  until  your  noncompete 
agreement  expires  in  June  2003.  F 


Mickey  Mous 
Economics 

The  politicians  plan  to 
"stimulate"  the  economy. 
Will  their  efforts  backfire? 

BY  IRA  CARNAHAN 

WITH  THE  FEDERAL  R 
serve  unable  to  pull  t 
country  out  of  its  ec 
nomic  slump,  the  Prej 
dent  and  Congress  are  getting  rea» 
to  spend  $100  billion-plus  on  j 
"economic  stimulus"  package  of  t 
cuts  and  public  spending.  If  histo 
is  any  guide,  the  stimulus  won't  li 
up  to  its  good  intentions. 

Yes,  tax  cuts  put  more  dollars 
people's  wallets.  But  that's  whe 
they're  likely  to  stay. 

Just  18%  of  taxpayers  planned 
spend  the  federal  rebate  they  got  th 


Disney  World  or  bust? 

summer,  according  to  a  University  o 
Michigan  survey.  With  consume 
confidence  now  weaker,  even  less  c 
any  new  tax  cut  is  likely  to  be  spent 
While  politicians  see  this  relud 
tance  to  get  out  and  spend  as  a  prob 
lem — the  President  has  urged  Amei 
icans  to  vacation  at  Disney  Worli 
— it's  perfectly  sensible  for  people  t 
hold  back  when  the  economic  oul 
look  seems  bleak.  "We  can't  just  g| 
out  and  tell  people,  'Spend,' "  Broofc 
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Whoever  said  getting  there  is  half  the  fun 
didn't  have  to  get  there  with  a  three  year  old. 

Search  for    shortest  flights 


Sometimes  the  best  way  to  get  there  is  the  fastest  way  to  get  there.  Expedia  lets  you 
sort  your  flight  options  by  shortest  flights,  arrival  times,  lowest  price,  and  you  can  change 
your  search  without  using  the  back  button.  Easy  and  secure  transactions  backed  by 
24-hour  customer  support.  It's  never  been  easier  to  find  the  trip  you're  looking  for. 


flights        hotels       cars       packages  cruises 


maps 


business  tools 


Expedia.com 

Don't  just  travel.  Travel  Right: 


U    T    F    R    0    N  T 


ings  Institution  economist  "If '5  Silly  tO 

William  Gale  observed  at  a 
recent  forum.  "This  notion 
that  we  should  go  out  and  eat 
in  restaurants  and  go  into 
malls  to  prove  to  terrorists 
that  they  can't  diminish  the 
American  spirit  of  buying,  I 
think  this  whole  thing  is 
silly,"  he  said.  "And  I  think 
it's  silly  as  economic  policy  to  encour- 
age people  to  go  out  and  spend  when 
there  is  uncertainty  and  they  don't 
want  to." 

Okay,  if  the  public  won't  spend,  the 
obvious  alternative  is  for  the  govern- 


encourage 
people  to 
go  out  and 
spend." 


ment  to  do  the  deed  itself.  But  that 


raises  problems  too,  warns 
Bruce  Bartlett,  a  former 
Reagan  Administration 
Treasury  official  who  has 
studied  the  history  of  eco- 
nomic-stimulus spending. 
Much  stimulus  spending  is 
wasteful  pork,  he  says.  And 
late  to  arrive  at  the  table,  at 
that.  In  a  study  of  1 1  post- 
war stimulus  packages,  Bartlett  found 
that  all  were  enacted  late  in  the  busi- 
ness cycle  and  took  effect  after  the 
economy  was  already  rising,  even  if 
most  economists  and  pols  didn't  real- 
ize it  at  the  time. 

What  if  the  politicians  were  to 


simply  abandon  all  semblance  of  bu 
get  discipline  and  engage  in  an  or 
of  deficit  spending?  Wouldn't  tf 
kind  of  massive  stimulus  help  in  the 
trying  times? 

Surprisingly,  probably  not.  Histc 
suggests  that  when  the  governme 
cranks  up  deficit  spending,  individi 
saving  rises.  Apparently,  people  a 
smart  enough  to  realize  that  they'll  ha 
to  pay  for  the  party  later.  So  they  adji 
by  spending  less  and  saving  more. 

Bartlett's  harsh  verdict  on  go 
ernment  efforts  to  jump-start  tl 
economy:  "It  simply  can't  be  done 
But  that  won't  keep  the  politicia; 
from  trying. 


Boomerang  Bonds 

A  scheme  used  to  raise  billions  at  seemingly 
no  cost  is  turning  out  to  be  quite  pricey. 

BY  BERNARD  CONDON 

IN  APRIL  STILWELL  FINANCIAL  NEEDED  TO  PAY  THE 
founder  of  its  Janus  Capital  subsidiary,  Thomas 
Bailey,  $610  million  for  half  of  his  12%  stake  in  the 
financial  services  company.  To  raise  the  funds  Stil- 
well  issued  convertible  bonds  that  paid  no  interest, 
gained  a  mere  1%  annually  in  value  and  were  worth 
converting  only  if  the  stock  climbed  48%. 

Crummy  terms,  except  for  one  thing:  Investors  who 
bought  the  bonds  also  got  the  right  to  sell  them  back  to 
the  company  in  a  year  at  a  small  profit.  Now,  with  Stil- 
well  shares  off  50%  for  the  year,  it  looks  like  they'll  do 
just  that. 

For  Stilwell  the  timing  couldn't  be  worse.  This  month 
Bailey  announced  he  will  exercise  his  right  to  force  pay- 
ment for  the  second  half  of  his  Janus  stake.  Now  the 
company  may  need  to  raise  a  total  of  $1.3  billion,  three 
times  the  cash  on  its  balance  sheet.  If  it  raises  new  debt 
to  pay  off  the  old,  it  will  likely  cut  1 5  cents  off  the  $  1 .80- 
per-share  earnings  expected  next  year. 

Stilwell's  not  the  only  company  facing  such  a 
predicament.  This  year  a  record  $40  billion  of  these  so- 
called  zero  coupon  convertibles  have  been  sold,  fre- 
quently with  one-year  put  options  a  la  Stilwell.  While 
many  issuers  stuck  with  hefty  bills  will  simply  refinance 
at  7%  or  so— rates  they  would  have  paid  anyway  had 
they  not  used  the  new  zeros — businesses  hit  hard  by  the 
economic  slowdown  might  not  be  so  lucky.  Starwood 
Hotels  8c  Resorts,  which  sold  $200  million  of  zeros  in 


lfiS£JMn  Zero 


U.S.  companies  sold  $40  billion  worth  of  so-called  zero  coupon 
convertible  bonds  this  year,  often  with  one-year  put  options. 
With  stocks  in  decline,  many  investors  may  bail  out. 


Company 

 PRICE 

52-week 
Recent1  high 

Share 

Bonds  sold2  dilution3 
($mil)  (%  of  outstanding) 

Cendant 

$13.17  $21.53 

$1,000  8% 

Marriott  International 

32.10  50.50 

353  5 

Starwood  Hotels  &  Resorts 

23.12  40.89 

200  4 

Stilwell  Financial 

20.64  51.25 

696  15 

Tyco  International 

47.45  63.21 

3,500  4 

As  of  Oct.  4.  ^Gross  proceeds  of  zero  coupon  bonds  puttable  in  a  year.  3Assuming  all  bonds  are| 
sold  back  and  paid  in  shares.  Source:  Bloomberg. 


56     FORBES  -  October  29,  2001 


Our  process  to 
helps  those 


REDUCE  SULFUR  IN  GASOLINE 
WHO  DON'T  EVEN  DRIVE. 


ilfur  is  a  naturally  occurring  element  in  gasoline  octane  or  volume.  Its  an  innovation  that  will 

Id  contributes  to  air  pollution.  But  until  help  us  reduce  harmful  emissions  from  cars, 

jcently,  the  methods  used  to  remove  improve  air  quality  and  meet  proposed 

(lfur  from  gasoline  weren't  very  efficient.  So  sulfur  regulations  for  years  to  come.  And 

lillips  is  developing  a  new  process  that  it's  just  one  of  the  many  ways  we  live  up  to 

moves  more  than  90%  of  the  sulfur  in  the  name  The  Performance  Company,  mm 

mdard  gasoline  without  significant  loss  of  PHILLIPS  PETROLEUM  COMPANY 

r  a  copy  of  our  annual  report,  call  9/8-66 1  -MOO.  write  to:  Phillips  Annual  Report.  l>-4  I .  Adams  Bldg ,  Bai  tli  svilh  .  OK  7-400-1. 

or  visit  us  at  www.phillips66.com. 


QUTFRONT 


May,  now  confronts  a  recession  in  the  travel  industry.  Stan- 
dard &  Poor's  recently  put  Starwood's  BBB-  rating  on  re- 
view for  possible  downgrade. 

Refinancing  might  make  things  worse.  Shareholders 
worried  about  the  bond  buybacks  may  sell  stock,  forcing 
even  more  bondholders  to  bail  out.  Many  zero  issuers  have 
the  option  of  paying  for  the  bonds  with  stock,  but  with 


prices  down  the  dilution  to  shareholders  would 
significant. 

"Last  year  Amazon  and  PSINet  spurned  equity  for  del 
and  this  year  it  was  the  blue  chips,"  says  Jonathan  Gla 
founder  of  convertible  trader  JMG  Capital  in  Los  Angel 
"They  made  the  same  mistake:  expecting  your  stock  to  gol 

forever." 


Amateur  Night 

In  real  estate,  Sam  Zell  always  turned 
steel  into  gold.  Then  he  decided  to  get 
into  the  restaurant  business. 


BY  MATTHEW  SWIBEL 

MOST  EVERY- 
one  thought 
Samuel  Zell 
was  nuts  to 
invest  $19.5 
million  for  29%  of  an  ail- 
ing restaurant  chain  in 
1997.  Chart  House  Enter- 
prises blew  budgets,  vio- 
lated loan  agreements  and 
lost  $31  million  on  rev- 
enues of  $151  million  that 
year.  The  company  lost  $10 
million  in  2000,  after  re- 
structuring charges  related 
to  restaurant  closings  and 
construction  delays.  Zell  originally  paid 
the  equivalent  of  $5.75  a  share.  Now  the 
stock  trades  at  87  cents. 

The  billionaire  realty  tycoon  is  losing 
money  there  but  making  some  of  it  back 
on  the  side.  In  late  1999,  when  Chart 
House  had  less  than  $500,000  in  the 
bank  and  $23  million  in  debt  after  ac- 
quiring New  York's  Angelo  &  Maxie's 
Steakhouse,  Zell  agreed  to  bail  it  out.  He 
bought  subordinated  notes  totaling  $13 
million  on  terms  that  were  extremely 
generous — to  himself.  Zell  receives 
18.6%  (Libor  plus  16%)  annual  interest 
on  $5  million  in  loans  and,  until  June 
2001,  got  12%  on  $8  million  of  unused 
credit.  That  month  he  made  another 
save — and  another  killing.  Few 
investors  bit  when  Chart  House, 
hungry  to  pay  for  expansion  but 


Without  his 
purse,  Chart 
House  would 
certainly 
shrivel  up. 


starved  for  capital,  offered 
$9  million  in  convertible 
preferred  stock.  Zell  pur- 
chased two-thirds  of  the  of- 
fering at  $2.25  a  share,  col- 
lected a  $400,000  fee  for  his 
generosity  and  raised  his 
stake  to  38%.  "I  thought  I 
was  a  shareholder,"  says 
Zell,  "not  the  ultimate 
source  of  capital." 

Who's  he  kidding? 
Without  his  purse,  Chart 
House  would  have  shriv- 
eled long  ago.  To  finish 
construction  on  a  new 
restaurant  30  miles  north- 
west of  Chicago,  the  public 
company  took  the  unusual 
step  of  trying  to  raise  $2.7 
million  through  a  private 
placement  last  month. 
The  promised  return: 
up  to  18%,  plus  a 
profit-sharing  kicker. 

Profitability  looks  about  as  likely 
as  a  2001  World  Series  in  Chicago.  The 
company's  hands  are  tied  by  an 
agreement  with  FleetBoston, 
ING  and  BNP  Paribas,  which 
prohibits  Chart  House  from 
funding  any  new  restaurants. 
(The  company  has  already 
spent  $200,000  or  more  on 
the  one  north  of  Chicago, 


Requiem  for  a  chain 
of  restaurants?  Zell 
could  lose  millions. 


but  says  it's  not  violating  this  rule.)  1 
lid  on  expansion  comes  at  a  particuk 
bad  time.  Andrew  Barish,  a  restaur 
analyst  at  Banc  of  America  Securit 
expects  same-store  sales  to  decline  ! 
to  10%  this  year  at  restaurants  rely 
on  business  expense  accounts,  an  i 
portant  revenue  source  for  establi: 
ments  such  as  Angelo  8c  Maxie's  ai 
Morton's.  Chart  House's  revenues,  o 
same-store  comparison,  were  do' 
3.6%  in  the  second  quarter. 

Zell  might  ride  this  one  all  the  way 
the  bottom.  But  he  could  probably 
the  chain  now,  says  Barish,  at  up  to 
times  operating  income  (net  before 
preciation,  interest,  taxes  and  non-reci 
ring  items) — $54  million.  After  payi 
the  banks,  Zell's  share  would  be  $1! 
million,  a  $12.4  million  loss  on 
total  investment.  An  expens 
lesson  for  anyone  but  Z 
and  worse  for  other  i 
vestors,  who'd  get  abc 
$1.35  a  share. 
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g  Acura  3.5RL.  Want  a  rush?  Instead  of  downing  that  triple  nonfat  latte,  simpiy  get  behir 
wheel  of  the  2002  RL.  With  a  225-hp  engine  and  autobahn-tested  suspension,  you'll  enjoy  more  responsive  accele 


jjperior  handling.  And  with  an  Acura/Bose®  Music  System  with  6-disc  CD  changer  and  available  OnStar®  system,  you 
1  drive  right  past  the  coffee  shop.  To  learn  more,  call  1-800-TO-Acura  or  visit  acura.com.  ®ACURA 
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Waiting  in  tiw 


Congress  tried  to  streamline  the  way  victims  will  get  compensated 
for  the  September  terrorist  attacks.  But  it  looks  like  lawyers  will  be 

able  to  get  the  pickings  one  way  or  another.  BY  MICHAEL  FREEDMAN 
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BY  LAW,  AVIATION  PLAINTIFF  ATTORNEY  IAMIE  R. 
Lebovitz  can't  solicit  clients  until  45  days  after  an 
airline  disaster.  That  five-year-old  law,  enacted 
after  a  Valujet  plane  plunged  into  the  Everglades, 
is  intended  to  stop  ambulance  chasing.  Of  course, 
Lebovitz  can  still  take  phone  calls,  and  in  the 
weeks  after  the  terrorist  attack  on  the  World  Trade  Center  and 
Pentagon,  Lebovitz  fielded  about  a  dozen  from  victims  and 
their  families.  He  tells  them  to  gather  pertinent  medical  and 


Ice 
Wi 
Dtbti 


financial  documents.  Meanwhile  he  bones  up  by  reading  ai 
tides  about  cockpit  safety  in  Air  Safety  Week  and  consults  wit 
other  disaster  lawyers  around  the  country — who  have  been  re 
ceiving  dozens  of  calls  from  potential  plaintiffs  as  well. 

Lebovitz,  who  has  handled  scores  of  claims  from  past  aij 
line  crashes,  doesn't  yet  know  how  many  victim  families  h 
will  represent.  For  now  he  says  he  is  complying  with  a  non 
binding  moratorium  imposed  by  the  plaintiff  lawyer  trad 
group,  the  Association  of  Trial  Lawyers  of  America,  again? 


Blame  Game 

Within  days  of  the  Sept.  II 
attack  that  left  nearly 
6,000  people  dead  or  miss- 
ing, plaintiff  lawyers  began 
looking  at  possible  sources 
of  liability,  some  of  them 
listed  here.  No  suits  have 
been  filed— yet.  Lawyers 
and  insurers  are  expecting 
thousands  of  claims. 
"There  are  a  lot  of  plaintiffs 
lawyers,"  says  James  Speta 
of  Northwestern  University 
Law  School.  "And  there  are 
a  lot  of  people  who  are, 
quite  rightly,  going  to  seek 
compensation  for  this." 

—Daniel  Kruger  and  M.F. 
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Flight  Schools 


By  unwittingly  training  hijackers,  flight 
schools  may  have  put  themselves  at  risk, 
says  Lee  S. 
Kreindler, 
a  New  York 
aviation 
lawyer. 


Port  Authority  and  Massport 


Speta,  of  Northwestern,  says  the  quasi- 
governmental  bodies  that  control  Logan 
and  Newark  airports  could  face  liability 
for  failing  to  protect  fliers. 


Airport  Security  Firms 

Argenbright  Security 
paid  $1.2  million  last 
year  to  settle  claims 
that  employees  falsified 
records.  It's  one  of  the 
firms  responsible  for 
protecting  Newark  Air- 
port. "Their  whole  job  is 
to  prevent  this  sort  of 
thing,"  says  Kenneth  S. 
Abraham  of  University 
of  Virginia's  law  school. 


•  American  and 
United  Airlines 

Could  the  airlines  h 
prevented  the  attac 
Hardly  matters.  "We 
do  have  this  strangi 
tradition  of  holding 
airlines  liable  for  lot 


of  accidents  even 
when  we  more  or  le! 
know  it's  not  the 
airlines'  fault,"  says 
Saul  Levmore,  dean 
of  the  University  of 
Chicago  Law  School 


king  cases  arising  from  the  attack.  But  he  knows  this:  At  some 
Dint  his  Cleveland  firm,  Nurenberg,  Plevin,  Heller  &  Mc- 
arthy,  will  be  taking  cases,  and  there  will  be  thousands  upon 
lousands  of  claims.  "The  number  of  cases  and  the  types  of 
aims  are  beyond  imagination,"  he  says. 

Indeed,  that's  why  Congress'  plan  to  streamline  a  com- 
msation  system  for  victims  and  their  families  is  likely  to  be 
pipe  dream.  Congress  enacted  the  fund  as  part  of  the  $15 
llion  airline  bailout.  It's  the  first  time  a  taxpayer-supported 

Wings 

ind  has  been  created  for  a  mass  disaster.  Victims  or  their 
milies  may  apply  for  compensation  and  be  guaranteed  a 
;cision  within  120  days,  without  the  legal  nightmare  of 
'oving  blame.  There  is  no  limit  on  the  awards.  But  to  get  on 
lis  fast  track,  claimants  must  waive  their  right  to  sue  in  a 
vil  court  for  any  damages,  or  to  appeal  the  size  of  the  award, 
j  Will  this  prevent  lawyers  from  siphoning  away  millions,  if 
ot  billions,  in  legal  fees?  Don't  count  on  it.  Claimants  to  the 
Ublic  fund  are  likely  to  retain  an  attorney  even  if  the  appli- 
fition  process  is  less  rigorous  than  a  suit.  The  bill  Congress 
fissed  on  Sept.  21  included  no  caps  on  legal  fees,  effectively 
iving  trial  lawyers  a  blank  check  signed  by  taxpayers, 
i  Tort  reform  groups  blame  the  trial  lawyers'  association, 
Jhich  lobbied  for  the  fund.  Leo  V.  Boyle,  the  president  of  the 


Flight  Controllers 


There  may  be 
government  liability 
for  failing  to  detect 
or  act  on  the  devia- 
tion in  the  downed 
planes'  flight  paths, 
Kreindler  says. 


lawyers'  group,  says  the  fee  issue  is  moot.  His  organization 
has  announced  plans  to  have  its  60,000  members  provide 
free  legal  services  to  any  family  making  a  claim  on  the  fund. 

Nice  gesture,  except  several  of  the  nation's  most  experi- 
enced air  disaster  lawyers  say  it  will  be  impossible  to  do  so. 
Mitch  F.  Baumeister,  a  New  York  aviation  lawyer,  says  he  will 
offer  reduced  fees,  but  there  is  too  much  costly  work  to  waive 
his  fee.  Lawyers  may  be  needed  to  persuade  the  special  mas- 
ter to  consider  the  victim's  potential  for  income  growth  and 

the  future  value  of  pension 
and  401  (k)  plans,  as  well  as 
noneconomic  damage  like 
predeath  pain  and  suffering. 
"To  do  an  effective  job  this 
is  going  to  have  to  be  a  very 
dedicated  presence,"  says 
Baumeister. 

No  doubt  many  victim 
families  will  ignore  the 
compensation  fund  and 
file  civil  suits  instead.  Al- 
though it  would  require 
enduring  the  delays  and  uncertainty  of  the  courts,  the  po- 
tential awards  could  well  exceed  the  government's.  Juries 
are  permitted  to  award  punitive  damages,  which  can  be 
huge,  while  the  fund  is  not.  Plus,  the  special  master 
(who  will  be  appointed  by  Attorney  General  John 
Ashcroft)  is  required  to  deduct  life  insurance,  pensions 
and  workers'  compensation  payments  from  the  govern- 
ment award.  It's  possible,  though  still  unclear,  that  payouts 
from  charities  would  be  deducted  as  well.  "The  victims' 
claim  fund  may  provide  expediency  and  a  less  than  full  re- 
covery," says  Lebovitz,  "whereas  civil  litigation  may  pro- 


•  World  Trade  Center 
Owners  and  Management 


Busy  days  ahead: 
Jamie  Lebovir 


.awyers  may  assert 

he  $55  billion 
'sales)  planemaker 
;ould  have  built 
stronger  cockpit 
doors.  "Of  all  the 
claims  so  far, 

think  that's  the 
nost  intriguing," 
says  Levmore. 


•  Pentagon  and  wtc 
Architects  and 
Engineers 

Could  architects 
and  engineers 
have  built  a  safer 
building?  Lawyers 
may  try  to  find  out, 
says  Insurance 
Information 
Institute's  lawyer, 
William  Bailey. 


Survivors  claim  hun- 
dreds returned  to  their 
offices  after  trade  center 
officials  gave  the  all 
clear.  "If  those  things  are 
true,  that  would  certainly 
expose  them  to  the 
possibility  of  a  lawsuit," 
says  Martin  Davies  of 
Tulane  Law  School. 


mm 

•  Osama  bin  Laden 
and  Terrorist- 
Harboring  Nations 


Tough  to  bring  to 
trial.  But  savvy 
lawyers  have 
managed  to  collect 
$420  million  for 
victims  of  terrorism 
from  Iranian  and 
Cuban  assets 
frozen  by  the  U.S. 
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vide  a  full  recovery  but  no  expediency." 

Given  the  larger  payouts  likely  in  lawsuits,  lawyers  would 
certainly  have  a  financial  incentive  to  push  families  to  avoid 
the  government  fund.  An  early  draft  of  the  compensation 
law,  written  in  the  predawn  hours  of  Sept.  21,  limited 
lawyers'  fees  to  no  more  than  25%  of  any  award.  The  limit 
disappeared  in  the  bill  that  was  passed.  Now,  as  always, 
lawyers  could  collect  about  a  third  of  any  award  or  settle- 
ment, a  slice  probably  far  higher  than  they  would  get  repre- 
senting a  family  before  the  government  fund,  assuming  they 
were  audacious  enough  to  charge  anything  for  doing  that. 

Lawyers  are  already  sizing  up  the  many  potential  de- 
fendants: flight  schools,  the  owner  and  operator  of  the 
World  Trade  Center  and  even  flight  controllers,  who  evi- 
dently failed  to  pick  up  the  change  in  the  flight  path  of  the 
four  downed  airplanes  (see  graphic,  p.  62).  Did  any  execu- 
tive of  a  tenant  company  exhort  his  employees  to  stay  put 


after  the  first  plane  hit?  That  company  will  be  sued. 

Lawyers  know  how  to  look  for  deep  pockets.  In  one  of  1 
first  of  the  so-called  mass  torts,  in  the  1970s,  164  people  di 
in  a  horrific  supper  club  fire  in  Kentucky.  Lawyers  filed  s 
against  l',000  companies,  including  furniture,  carpet  and  al 
minum  wire  manufacturers.  Could  the  same  thing  happ 
here?  "It  depends  upon  the  creativity  and  the  fertile  mind 
the  plaintiff  bar,"  notes  a  wry  William  Bailey,  legal  counsel 
the  Insurance  Information  Institute. 

Ironically,  the  airlines  are  relatively  protected:  Under  t 
bailout  law  the  industry's  civil  liability  is  capped  at  t! 
amount  insurance  covers.  In  the  case  of  United  and  Ame 
can  Airlines  that  comes  to  approximately  $6  billion. 

Despite  the  potential  of  outsized  awards,  families  consi 
ering  filing  suits  might  take  a  cautionary  note  from  the  19' 
World  Trade  Center  bombing.  Those  suits,  filed  eight  yea 
ago,  have  yet  to  go  to  trial. 


Tracking  the  Disaster  Relief  Charities 


WITH  MORE  THAN  $700  MILLION  IN  THE 
coffers  so  far,  the  cups  of  World  Trade 
Center/Pentagon  attack  disaster-relief 
charities  are  overflowing  with  unprecedented  sud- 
den wealth.  But  not  all  charities  are  created  alike.  A 
few  have  long  and  respectable  track  records  in  ef- 
ficiently administering  large  amounts  of  charita- 
ble donations.  Some  were  hastily  assembled  on  the 
backs  of  tiny  nonprofits  with  skeletal  staffs  and  lit- 


tle to  no  disaster- relief  experience.  Still  others  we 
assembled  from  scratch  and  have  no  charitab 
track  record  at  all.  Most  of  these  charities  say  tht 
will  absorb  administrative  costs  for  these  specia 
purpose  funds,  which  in  theory  means  100% 
donations  gets  to  the  needy.  (Our  table  below  in 
eludes  the  parents'  2000  charitable  efficiency,  whic 
shouldn't  be  ignored.)  Before  writing  a  check,  don 
be  shy  about  asking  hard  questions. — Kiri  Blakek 


Where's  the  Money  Going ' 


Parent  organization 

Fund 


Fund 

receipts1 
($mil) 


American  National  Red  Cross 

Liberty  Disaster  Relief 


$256 


Expected  recipients 

Grants  to  families 


Charitable 

efficiency2  Comment 


87%  Established  track  record  in  getting 
disaster  relief  to  victims  quickly 


Community  Foundation  for  the  Natl  Capital  Region 

Survivors 


Long-term  help  for  victims  and  97 
families  of  Pentagon  attack 


No  fund  distribution  expected 
before  3  months 


International  Association  of  Firefighters 

New  York  Firefighters  9-11  Disaster  Relief 


24      Families  of  firefighters  and 
EMS  workers 


NA     Limited  disaster  relief  experience,  bu' 
union  says  it  "takes  care  of  its  own" 


New  York  City  Police  Foundation 

Heroes 


NYPD  victims  and 
families 


74     Above-average  overhead;  normally 
supplements  "police  programs" 


New  York  City  Public/Private  Initiatives 

Twin  Towers 


77      Victims  and  families  of 

uniformed  service  personnel 


90     City-controlled  charity  with  little 
experience  in  personal  help 


New  York  Daily  News 

Daily  News  Charities 


Families  of  uniformed 
service  personnel 


100     Past  projects  chiefly  limited  to  boxing 
and  basketball  tournaments 


New  York  State 

World  Trade  Center  Relief 
New  York  Times 

9/11  Neediest  

Salvation  Army 

Disaster  Relief 


18      Victims  and  families 
of  the  WTC  disaster 


NA     New  state-run  charity  hasn't  yet 
hammered  out  operational  details 


18      10  organizations  helping  99 
civilians/uniformed  personnel 


Long-standing  dealings  with  charities  it 
funds;  low  overhead,  good  track  record 


33      Anyone  anywhere  affected 
by  the  disaster 


90     Nation's  largest  charity— actually  a 
church— enjoys  excellent  reputation 


United  Way  of  New  York  City 

September  11th 


300      Nonprofit  groups 
working  for  victims 


87     Nationwide  charity  network  relying 
mainly  on  workplace  fundraising 


'Cash  and  pledges  through  Sept.  28. 2Charitable  services  provided  as  percent  of  total  expenses,  based  on  latest  available  filings  of  parent  organization. 
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Both  are  seen  as  pillars  of  trust. 
Only  one  can  assess  the  health  of  your  portfolio. 


vialist, 


Complimentary  Initial  Consultation.  Okay,  so  we  don't  write  prescriptions.  But,  at 
Charles  Schwab,  we  do  dispense  helpful  advice.  Our  Investment  Specialists  will  sit  down  with 
you  and  discuss  your  financial  goals.  With  a  one-on-one  consultation  that  offers  just  the  expert 
advice  you'd  expect  from  us. 

Objective.  Uncomplicated.  And  not  driven  by  commission. 

And  that  expert  advice  covers  everything  from  college  and  retirement  planning  to  trust  and 
estate  issues.  So  during  your  consultation  we  can  discuss  a  plan  of  action  that: 
Assesses  your  current  investment  strategy 
Recommends  changes  to  achieve  your  goals 
Suggests  strategies  to  protect  and  preserve  your  assets 
Factors  in  how  the  new  tax  laws  affect  your  retirement 

But  most  importantly,  you  can  rest  assured  that  you're  getting  the  kind  of  advice 
you  can  feel  very  comfortable  with.  And  we  promise  it  won't  hurt  a  bit. 

Call  us  to  sign  up  for  your  complimentary  initial  consultation  and 
you'll  also  receive  our  planning  guide. 


SCHWAB 


1-800-613-0895 


schwab.com 


402  locations  nationwide 


Canadian  residents  call  Charles  Schwab  Canada  Co.  at  1 -866-339  0399  or  visit  schwabcanada.com. 

O2001  Charlos  Schwab  &  Co.,  Inc.  All  rights  rotorvod.  Mombor  SIPC/NYSE  (090 1-14571), 


HELPING 


Designs  for  Giving 


Donor-advised 
funds.  Trusts. 
College  savings 
plans.  Here  are 
some  smart  ways 
to  help  the  families 
devastated 
on  Sept.  II. 

BY  ASHLEA  EBELING 

AFTER  HIS  BROTHER 
Michael,  a  40-year-old 
electricity-futures  bro- 
ker at  Cantor  Fitzger- 
ald, was  killed  in  the 
World  Trade  Center  attack,  Scott 
Simon  resolved  to  help  Michael's 
widow,  Eileen,  put  the  couple's 
three  children  through  college. 

But  how  best  to  do  that?  On 
the  advice  of  a  contact  at  Sanford 
C.  Bernstein  &  Co.,  Simon,  a 
hedge  fund  manager,  is  opening 
state-sponsored  college  savings 
accounts  for  Brittany,  12,  Michael, 
1 0,  and  Tyler,  5.  "It's  a  good  way  to 
earn  money  tax-free  and  distrib- 
ute it  tax-free  when  it's  time  to 
pay  the  bills,"  he  explains.  Other 
family  and  friends  are  putting 
funds  in  the  accounts,  too. 

Americans  responded  to  the 
Sept.  1 1  attacks  with  a  burst  of 
charity,  showering  cash  on  old 
mainstays  such  as  the  American  Red  Cross  and  new  relief  or- 
ganizations such  as  the  Twin  Towers  Fund.  Money  well  spent. 
If,  however,  you  want  to  help  specific  families  or  to  donate 
large  sums  over  time,  you'll  need  to  study  up  on  other  giving 
options  as  well  as  the  possible  tax  complications  of  your  gifts. 

If  you  give  to  the  Red  Cross,  you  can  take  a  charitable  in- 
come tax  deduction,  provided  you  itemize.  (For  gifts  of  $250 
or  more,  you  need  an  acknowledgment  or  receipt  in  hand 
before  you  file  your  tax  return.  For  smaller  amounts,  a  can- 
celed check  or  contemporaneous  notation  will  do.) 

If  you  give  directly  to  a  family,  even  to  the  children  of  a 
fallen  firefighter  you've  never  met,  you  don't  qualify  for  a  char- 


Next  steps:  Suzanne  Fraser 
is  putting  gifts  from  family  and 
friends  into  a  trust  to  pay  for 
son  Aidan's  special  medical 


itable  tax  deduction.  Gifts  to  individuals  are  not  deductible.  I 
fact,  you  might  even  have  to  pay  extra  taxes — in  the  form  c 
gift  taxes — for  being  too' generous.  You  can  give  anyone  else  u 
to  $10,000  a  year  ($1 1,000  beginning  next  year)  without  woi 
rying  about  gift  tax.  In  addition,  you  can,  free  of  gift  tax,  pay  ar 
amount  of  another  person's  medical  and  education  bills  d 
reedy  by  writing  a  check  to  the  doctor,  hospital  or  school. 

What  if  you  want  to  help  a  narrow  class  of  individual, 
such  as  the  children  of  victims  from  one  company?  Does  the 
giving  qualify  for  a  charitable  deduction?  This  is  a  murk 
area  of  the  law,  but  the  general  rule  is  this:  The  broader  th 
group  you're  helping,  the  more  likely  it  qualifies. 
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PATEK  PHILIPPE 

GENEVE 

Begin  your  own  tradition. 


Yo  u  never 

actually  own  a  Patek  Philippe 
Yo  u  merely 

take  care  of  it    for  the   next  generation 


'         i  P- 

Annual  Calendar 
by  Paick  Philippe 


For  information:  Patek  Philippe,  Dept.  904,  One  Rockefeller  Plaza,  New  York,  New  York  10020.  Tel:  (212)  218  1240.  www.patek.com 


H ELPlKfi  THE  VICTIMS 

Example:  David  Emil,  president  of  Windows  on  the  World, 
the  glitzy  restaurant  that  sat  atop  the  North  Tower,  set  up  a 
charity  to  help  survivors  of  any  food  service  worker  killed  in 
this  or  future  terrorist  attacks.  True,  Emil's  motive  was  to  as- 
sist the  families  of  the  75  lost  Windows  employees.  But  his 
organization  will  also  aid  the  families  of  the  at  least  20  work- 
ers from  other  WTC  restaurants  who  perished.  This  broader 
mission  got  preliminary  IRS  approval  as  a  charity  in  one  day. 

Here  are  some  tips  for  giving  to  individuals  and  charity. 

•  State  College  Savings  Plans  often  called  529  plans 

after  the  section  of  the  tax  code  that  allows  them,  state- 
sponsored  college  savings  plans  offer  an  easy  way  to  help 
pay  for  college  education.  Contributions  to  these  accounts 
can't  be  deducted  on  your  federal  return,  but  19  states 
grant  residents  an  income  tax  deduction  for  contributions 
to  their  plans.  New  York  allows  a  $10,000  per  couple  an- 
nual deduction.  Even  better:  Withdrawals  from  these  ac- 
counts, including  earnings,  are  free  of  federal  and  some- 
times state  tax  when  used  for  eligible  college  expenses, 
including  graduate  school.  Moreover,  you  can  put  up  to 
$50,000  ($55,000  as  of  Jan.  1)  per  child  in  a  529  account, 
free  of  gift  tax,  because  a  special  provision  allows  you  to 

use  five  years  of  gift  ex- 


►  By  the  Numbers 


If  you  want  a  tax  deduction  for 
your  gift,  you're  not  alone. 

New  charities  for  victims  of 
Sept.  II  terrorist  attacks  ap- 
proved by  the  IRS  by  Oct.  5. 

Tax-exempt 
charities  on  IRS  master  list, 
as  of  the  end  of  fiscal  2000. 

Estimated 
charitable  donations  claimed 
on  individual  income  tax 
returns  in  1999. 

Source:  IRS 


elusions  at  once  for  this 
purpose. 

You  don't  manage  the 
money  in  a  529  account 
yourself.  Instead,  you 
choose  at  the  start  from  an 
array  of  investment  alloca- 
tions, ranging  from  equity 
mutual  funds  to  bank  CDs. 
But  in  September,  in  a  little 
noticed  liberalization  of  the 
rules,  the  IRS  said  you  can 
switch  that  allocation  once 
a  year.  So  you  need  not  lock 
in  a  permanent  allocation 
now.  "We'll  work  together  as  a  family  to  make  decisions,"  says 
Scott  Simon. 

You  can  name  either  yourself  or  the  child's  surviving  par- 
ent as  owner  of  the  account.  If  you  are  the  owner,  the  account 
should  have  less  effect  on  the  family's  eligibility  for  other  aid, 
says  New  York  CPA  Joseph  Hurley,  whose  Web  site, 
www.savingforcollege.com,  offers  information  on  529  plans. 

If  noncollege  needs  arise,  the  owner  of  the  account  can 
withdraw  money  and  will  owe  regular  taxes  and  a  10%  tax 
penalty  on  any  earnings.  If  the  child  receives  a  scholarship — 
say  from  a  special  fund  for  survivors — an  amount  equal  to 
the  scholarship  can  be  withdrawn  without  the  extra  penalty. 

•  Minor's  Trusts  To  provide  for  needs  other  than  educa- 
tion, consider  setting  up  a  minor's  trust,  says  Joanne  E.  John- 
son, managing  director  of  J.P.  Morgan's  wealth  advisory 


group.  You  don't  get  any  tax  breaks  (the  trust's  earnings 
taxable)  but  the  money  can  be  used  for  any  purpose  allov 
in  the  trust  documents. 

Suzanne  Fraser  was  watching  Sesame  Street  with  1 
2-year-old  son,  Aidan,  on  the  morning  of  Sept.  1 1  when 
husband,  Richard,  a  manager  at  Aon,  called  from  the  Soi 
Tower  to  assure  her  that  he'd  be  fine.  But  he  wasn't.  Now 
is  facing  huge  medical  bills  for  Aidan's  care  on  her  own. 
suffers  from  a  neurological  disease  that  requires  frequ 
surgery.   Insurance  doesn't   cover  his  experimen 
chemotherapy  or  nurses  who  help  care  for  Aidan  at  ho 
after  surgeries. 

So  Fraser  is  directing  gifts  from  friends  and  family  int 
trust  for  Aidan.  Setting  up  a  trust  can  be  expensive;  the  fi 
lawyer  she  consulted  wanted  a  $10,000  fee.  But  she  la 
found  a  trust  lawyer  who  would  do  it  for  free.  (So  far  £ 
New  York  lawyers  have  volunteered  to  provide  free  legal  he 
See  www.abcny.org.) 

Warning:  Gifts  can  knock  a  chronically  ill  child 
Medicaid  and  could  affect  a  family's  eligibility  for  other  a 
A  so-called  special  needs  trust  can  usually  get  around  t 
Medicaid  problem,  but  you  may  want  to  wait  a  bit,  to 
how  various  aid  programs  work,  before  setting  up  a  trust. 


•  Donor  Advised  Funds  if  you  want  to  make  a  substant 

charitable  contribution,  but  aren't  sure  where  the  needs  v 
be  greatest  or  which  charities  will  meet  them  most  efficiem 
use  a  donor- advised  fund.  (For  a  look  at  how  the  charities  she 
out  so  far,  seep.  64.)  With  a  donor-advised  fund  you  can  c 
nate  now,  getting  the  immediate  satisfaction  of  giving  anc 
tax  deduction  for  this  year.  But  you  can  parcel  out  the  mor 
to  operating  charities  later,  as  unmet  needs  become  clearer 
could  turn  out  that  with  so  much  charity  going  to  disas 
relief,  soup  kitchens  are  going  hungry. 

Donor-advised  funds  are  offered  through  dozens  of  lo 
community  foundations  (including  the  New  York  Comm 
nity  Trust)  and  charitable  affiliates  of  such  firms  as  Vangua 
and  Schwab.  New  York  law  firm  Skadden,  Arps  has  put 
million  in  a  donor-advised  disaster  fund  at  Fidelity  Charil 
ble  Gift  Fund.  Employees  are  also  contributing;  an  employ 
committee  will  decide  where  the  money  goes. 

A  donor-advised  fund  can  be  a  good  alternative  to  se 
ting  up  a  new  charity,  with  all  its  administrative  costs.  E 
ample:  The  Power  of  America  Fund  has  raised  $2  millic 
from  eight  power  companies  and  their  employees.  T 
fund  aims  to  provide  college  grants  of  $2,500  to  any  chi 
whose  parent  was  killed  in  the  terrorist  attacks,  without  r 
gard  to  financial  need.  Power  of  America  is  an  endowt 
donor-advised  fund  at  the  Foundation  of  Greater  New  O 
leans.  "It  saves  time  and  expenses,"  explains  Deanna  R> 
driguez,  vice  president  of  corporate  contributions  at  Ne 
Orleans-based  Entergy  Corp.,  which  organized  the  fun 
"We  didn't  want  to  try  to  run  a  nonprofit  out  of  a  fo 
profit  business.  It  doesn't  make  sense  economically  for  tl 
business  or  the  nonprofit." 
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Auto  Insurance. 


The  secret 
of  our  success? 

Smart 
customers. 


One  15-minute  call  to  1-888-283-2849  could 
save  you  15%  or  more  on  car  insurance,  j 

Grab  this  Savings  Comparison  You  can  use  your  American  Express,  For  faster  service,  you'll  nee 

Chart  and  call  GEICO        ♦  MasterCard,  VISA,  Discover®  Card  or  personal    ♦   Current  policy,  driver's  licem 
for  a  line-by-line  rate  quote.  checking. account  for  instant  coverage.  and  vehicle  ID  numbers. 


YOUR  CURRENT 
COVERAGE 

YOUR  CURRENT 
PREMIUM 

GEICO 
PREMIUM 

YOU 
SAVE 

Bodily  Injury: 

Per  Person 

CAR  1 

Per  Occurrence 

CAR  2 

Property  Damage: 

Per  Occurrence 

CAR  1 

CAR  2 

Personal  Injury  Protection  or 
Medical  Payments: 

Per  Person 

CAR  1 

CAR  2 

Uninsured  Motorists: 

Per  Person 

CAR  1 

Per  Occurrence 
Property  Damage 

CAR  2 

Comprehensive  (Your  Car): 
Deductible 

CAR  1 

CAR  2 

Collision  (Your  Car): 

Deductible 

CAR  1 

CAR  2 

Emergency  Road  Service: 

CAR  1 

CAR  2 

Government  Employees  Insurance  Co  •  GEICO  General 
Insurance  Co.  •  GEICO  Indemnity  Co  •  GEICO  Casualty  Co. 
These  companies  are  subsidiaries  of  Berkshire  Hathaway  Inc. 
GEICO  auto  insurance  is  not  available  in  MA  or  NJ.  GEICO, 
Washington.  DC  20076.  ©  2001  GEICO 

GEICO  SAVES  YOU  THIS  MUCH 

$ 

GEICO  Direct.  A  better  way  to  buy  car  insurance 


+  You  could  save  hundreds  of  dollars.  Consider 
the  alternative:  You  might  be  overpaying 
$200,  $300,  even  $600  every  year.  By 
working  directly  with  our  policyholders,  we  can 
operate  more  efficiently  and  pass  the  savings 
along  to  you.  It's  an  idea  we  pioneered  nearly 
65  years  ago. 

4  You  get  complete,  24-hour  service.  Unlike 
most  car  insurance  companies,  GEICO  works 
nonstop.  So  even  if  it's  3  a.m.,  you  get  direct 
access  to  hundreds  of  insurance  specialists, 
ready  to  update  your  policy,  process  your 
claim  or  answer  any  question.  You'll  never  play 
phone  tag  with  your  insurance  company  again. 

4  Your  claim  is  settled  quickly  -  often  within  48 
hours.  With  more  than  1 ,800  claims  facilities 


nationwide,  there's  always  a  convenient 
location  near  you.  Our  staff  adjusters  can 
estimate  the  damage  and,  more  often  than 
not,  issue  payment  on  the  spot.  Our  goal  is 
to  settle  claims  fairly  and  quickly 


Free  Rate  Quote 
1-888-283-2849 

or  check  the  yellow  poges  for  on  office  near  you. 


G 

El 

ICO 

DIRECT 

geico.com 


Deep  Stall 

The  big-engine  division  at  Pratt  &  Whitney  is 
i  big  millstone  around  United  Technologies' 
leek.  Is  there  a  graceful  way  to  get  rid  of  it? 


Y  HOWARD  BANKS 

UNITED  TECHNOLOGIES 
Chairman  George  David  and 
President  Karl  Krapek  get  to- 
gether every  six  months  or  so 
with  their  counterparts  at 
|'>oeing:  Philip  Condit,  chairman,  and 
dan  Mulally,  chief  executive  of  Boeing's 
jommercial  airliner  operation.  Their 
latest  talkfest  was  in  August,  at  the  lux- 
irious  Boulders  resort  in  Carefree,  Ariz. 

It  was  not  a  happy  meeting.  The 
hoeing  bosses  had  lost  patience  with 
poor  performance  from  UT's  Pratt  & 
Vhitney  division,  which  accounts  for 
K8%  of  UT's  $26.6  billion  in  sales. 
iVhen  the  foursome  began  one  of  their 


rounds  of  golf,  Robert  Leduc  was  chief 
operating  officer  for  all  of  Pratt.  By  the 
time  they  came  off  the  links,  they  had 
agreed  that  Leduc  would  be  shifted  to 
run  only  that  part  of  Pratt  that  makes 
large  commercial  engines  (those  that 
power  airliners  of  100  seats  or  more). 
Leduc,  the  Boeing  duo  said,  was  the 
only  person  they  would  trust  to  try  to 
get  things  improved. 

Leduc  faced  a  monumental  task, 
and  the  outlook  got  grimmer  still  on 
Sept.  11.  Large  commercial  engines 
still  account  for  almost  half  of  Pratt's 
sales,  but  this  part  of  the  company  has 
been  in  a  long  decline.  Fifteen  years 
back,  Pratt  engines  powered  80%  of 


the  Western  world's  airliners.  Last  year 
that  share  of  what  is  called  the  in- 
stalled base  slid  below  50%  and  is  now 
dropping  like  a  rock.  Reason:  Pratt 
over  the  years  has  failed  to  come  up 
with  competitive  new  engines  to  re- 
place its  old  standby,  the  JT8D,  which 
powered  the  707,  the  727  and  early 
737s.  It  is  these  older  planes  that  the 
airlines  are  depositing  on  desert  park- 
ing lots  as  they  slash  capacity  by  20%. 
Case  in  point  was  a  mid-September 
phone  call  from  United  Airlines  to 
Pratt.  Message:  Halt  work  immediately 
on  the  airline's  JT8s  then  in  Pratt's 
maintenance  shop,  since  they  are  no 
longer  wanted. 

Pratt's  newer  engines  haven't 
been  selling.  The  company  has  scraped 
together  a  4%  market  share  so  far  this 
year,  much  the  same  as  2000.  This  leaves 
Pratt  miles  behind  GE's  60%  (shared  in 
part  with  Snecma  of  France)  and  20% 
for  Britain's  Rolls-Royce. 

The  new  Pratt  engines  just  aren't 
up  to  snuff.  After  well  over  a  year  of 
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Many  Happy  Returns:  A  customer-friendly  returned 

goods  strategy  is  as  vital  as  making  the  sa 


When  managing  a  business, 
the  focus  always  seems  to 
be  on  merchandise  going  out 
the  front  door.  Yet  what's  often  overlooked 
in  the  hectic  pace  of  a  workday  is  efficient 
handling  of  goods  coming  back  in  the 
door,  in  the  form  of  returns.  While  you 
may  want  to  ignore  returns  in  hopes 
they'll  just  go  away,  they're  a  reality  of 
doing  business.  In  fact,  a  streamlined  — 
yes,  even  enthusiastic  —  approach  to  cus- 
tomer returns  is  as  crucial  to  your  survival 
as  filling  orders.  After  all,  it's  one  thing  for 
a  customer  to  be  dissatisfied  with  a  par- 
ticular product;  it's  far  worse  if  a  frustrat- 
ing experience  trying  to  send  it  back  leads 
to  dissatisfaction  with  your  entire  compa- 
ny. What's  more,  a  strong  returns  program 
can  generate  repeat  business  because  it 
gives  customers  greater  confidence  in  the 
purchases  they  make. 

As  the  world's  largest  express  carrier 
and  package  delivery  company,  UPS 
knows  the  key  to  success  lies  in  match- 
ing a  customer-focused  returns  program 
to  an  individual  company's  needs  — 
whether  that  company  is  a  global  giant, 
an  Internet  retailer  or  a  simple  Mom  'n 
Pop.  Recognizing  the  need  for  tailored 
solutions,  UPS  has  expanded  its  portfolio 


of  returns  services  to  accommodate  the 
varying  business  models  represented  by 
its  nearly  2  million  daily  customers.  The 
following  scalable  options  enable  busi- 
nesses to  respond  quickly  to  customers, 
control  costs  and  manage  returns  data: 

© 

AUTHORIZED  RETURN  SERVICE 

This  popular  contract  service  from  UPS 
enables  a  company  to  provide  pre-printed 
return  labels  to  customers.  Another 
option  is  UPS's  noncontractual  services 
that  let  a  business  generate  return  labels 
from  its  desktop  shipping  system  and  dis- 
tribute them  to  customers  on  demand. 
But  if  you  don't  want  to  handle  the  print- 
ing and  mailing  yourself,  UPS  will  send 
pre-printed  return  labels  to  your  cus- 
tomers, leaving  you  to  simply  take  care  of 
the  merchandise  when  it  arrives. 

© 

UPS  RETURNS  PLUS 

Through  this  premium  option,  UPS  will 
dispatch  a  driver  to  your  customer's  loca- 
tion to  pick  up  the  return  package.  If  the 
package  is  not  ready  when  the  driver 
calls,  the  driver  will  leave  a  return  label 
with  the  customer,  who  can  then  drop  off 
the  package  at  literally  thousands  of  con- 
venient locations.  If  a  single  attempt 


doesn't  suit  your  needs,  UPS  also 
vides  an  option  for  three  pickup  atterr 

© 

UPS  RETURNS  ONTHEWEB 

This  is  UPS's  most  sophisticated 
innovative  reverse  logistics  produc 
arguably  the  industry's  most  advar  f 
online  returns  solution.  Not  only  does 
technology  provide  your  customers 
convenience  of  printing  return  la 
directly  from  your  own  company's  \l 
site,  it  also  helps  you,  the  mercfi 
manage  the  returns  process  more 
ciently  as  well  as  track  customer  be 
ior  and  logistics  trends. 

Of  course,  all  of  UPS's  returns  opt 
are  further  enhanced  by  the  ability  to 
tomize  the  transit  time.  For  maxim 
speed,  choose  UPS  Next  Day  Air®.  W 
returns  are  less  urgent,  UPS's  ground 
vice  may  provide  the  best  bale 
between  convenience,  reliability  and  p 
.  While  there's  plenty  to  consider,  a 
planning   can   take   your  compa 
returned-goods  strategy  to  the  higl 
level  of  efficiency  and 
service  —  assuring 
both  you  and  your  cus- 
tomers many  happy 
returns. 


My  I: 


UPS  NOW  HELPS  YOU  HANDLE  E-RETURNS  JUST  AS  FAST. 


louncing  point-and-click  returns.  UPS  now  offers  the  quickest,  simplest  way  to  handle 
r  e-returns.  A  new,  customizable  solution  that  allows  your  customers  to  print  return  labels 
ctly  from  their  PC — shrinking  the  process  from  five  days  to  five  minutes.  In  addition,  you'll 
ible  to  route  your  returns  to  the  right  vendor  and  rapidly  restock  your  inventory,  with 
visibility  tracking  throughout.  It  all  adds  up  to  fewer  customer  inquiries,  lower  operating 
:s,  and  much  happier  returns.  How  cool  is  that  ?  To  find  out  more,  visit  us  at  ec.ups.com 


'EEO  of  BUSINESS' 
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trying,  Pratt  has  been  unable  to  devise 
a  permanent  fix  for  the  PW4000  en- 
gine, used  on  Boeing's  767  as  well  as 
the  Airbus  A330  and  A3 10,  to  correct  a 
serious  surge  problem.  (In  effect  the 
engine  backfires  and  almost  stalls, 
which  could  be  catastrophic  if  it  hap- 
pened at  the  wrong  moment.) 

Notwithstanding  the  airline  traffic 
slowdown,  Pratt  is  close  to  running 
out  of  spare  PW4000  engines,  which 
threatens  to  ground  planes  the  airlines 
want  to  fly.  Pratt  has  also  failed  to 
meet  demand  for  replacement  stator 
blades  for  the  PW2000  series  (used  on 
Boeing's  757),  where  there  is  another 
problem,  involving  cracking.  And 
Pratt's  new  PW6000,  for  the  Airbus 
A3 18,  is  not  selling. 

Pratt  was  also  recently  humiliated 
by  KLM  of  the  Netherlands,  which 
strung  the  Americans  along  for  well 
over  a  year  talking  about  creating  a 
joint  maintenance  operation  before 
pulling  the  rug  out  from  under  the 
enginemaker. 

The  only  good  news  for  Pratt  com- 
mercial engines  is  that  the  V2500  engine 
made  by  the  IAE  partnership  (Pratt  and 
Rolls-Royce  32.5%  each,  plus  23%  held 
by  a  Japanese  group  and  12%  by  Daim- 
lerChrysler's  MTU  subsidiary)  gained  a 
19%  market  share  so  far  this  year,  the 
same  as  in  2000.  Note,  though,  that  IAE 
is  increasingly  seen  as  Rolls-dominated. 

High  time  for  George  David  to  jet- 
tison this  part  of  Pratt  or  merge  it 
with  another  company's  engine  busi- 
ness. He  has  one  thing  going  for 
him:  no  antitrust  worries.  In  the 
European  Union  study  of  the 
now-dead  GE-Honeywell  merger, 
Mario  Monti,  the  world's  tough- 
est trustbuster,  wrote,  "Pratt  & 
Whitney  appears  to  no  longer  be 
an  effective  direct  independent 
competitor...." 

Step  one  may  be  to  split  Pratt 
more  cleanly  in  three,  to  isolate 
Pratt's  troubled  commercial  engine 
line.  The  fighter-engine  business  is 
pretty  well-placed.  Pratt  powers 
most  of  the  U.S.  Air  Force's  F-16S 
and  all  of  its  F-15S  and  just  got  a 
$212  million  order  for  engines  for 


the  first  ten  F-22s.  Pratt  will  also  provide 
the  engine  that  will  power  the  first  ver- 
sions of  the  upcoming  Joint  Strike 
Fighter.  And  the  company's  small  air- 
craft engine  business,  based  in  Canada, 
has  been  increasing  sales  and  profits. 
UT  would  keep  hold  of  the  good 
parts — fighter  engines  and  small  en- 
gines— and  look  for  a  way  out  of  big 
engines. 

GE  has  no  interest;  it  has  cut  4,000 
jobs  at  its  engine  operation  to  reduce  ca- 
pacity, and  its  new  designs 
have  been  selling.  And 
while  GE  and  Pratt  already 
share  development  of  an 
engine  (the  GP7000)  in- 
tended to  power  the  new 
Airbus  A380  giant,  indus- 
try talk  has  it  that  GE  is  un- 
happy with  Pratt's  contri- 
bution and  is  considering 
taking  over  more  of  the  development. 

There  have  been  rumors  for  many 
years  of  a  deal  between  Pratt  and 
Rolls,  but  relations  are  at  an  alltime 
low.  UT  denies  it,  but  seems  to  have 
been  behind  the  scenes  in  a  recent 
protest  to  Monti  at  the  EU,  claiming 
Rolls  got  an  illegal  subsidy  from  the 
British  government  in  the  form  of  fi- 
nancing for  engine  development. 
Monti  is  reviewing  the  claim. 

The  wild  card  is  Snecma  of  France. 
This  state-owned  company  is  increas- 
ingly profitable,  thanks  to  its  50-50 
partnership  with  GE  in  the  CFM56  en- 
gine, used  on  the  Boeing  737  as  well  as 

A  Powerhouse  Runs  Down 


on  several  Airbus  frames.  The  CFM5 
the  world's  best  seller  and  will  rem 
so  for  years.  The  French  dream  is 
use  Snecma's  profits  to  make  it  1 
core  of  the  long-anticipated  console 
tion  of  Europe's  commercial  jet  eng 
industry. 

Up  to  the  Sept.  1 1  catastrophe  1 
French  were  planning  to  sell  20% 
Snecma  in  a  public  offering.  That  flo 
tion  has  been  postponed,  and  it  see 
likely  that  the  French  presidential  el 


"Pratt  &  Whitney 
appears  to  no  longer  be 
an  effective  direct 
independent  competitor." 


tion  next  spring  might  delay  the  ss 
further.  Even  so,  rumors  persist  of 
upcoming  Pratt-Snecma  alliance  c 
commercial  engines.  One  option  cou 
be,  in  return  for  Pratt's  big-engine  o> 
eration,  an  increase  in  UT's  long-stan 
ing  stake  in  the  French  company  (nc 
2%).  Snagging  Pratt  would  be  a  coil 
for  France. 

Thus  George  David  would  be  rid 
his  biggest  problem  and  could  concei 
trate  on  his  real  aim,  to  acquire  som 
thing  big  that  will  broaden  his  cori 
pany's  aerospace  portfolio.  Bi 
nothing  remotely  to  do  with  big  con 
mercial  engines. 


How  soon  will  Pratt  &  Whitney,  no  longer  United  Technologies'  largest  division, 
also  slip  from  pride  of  place  as  the  group's  top  earner? 


UT's  group  sales  ($bil) 

Flight 
Systems 


Otis 


Pratt  & 
Whitney 


UT's  %  of  total  operating  profits 

Flight 
Systems 


Carrier 


Pratt  & 
Whitney 


Otis 


Carri 
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ELECTRONICS 


SEE,  HEAR  AND  FEEL  THINGS  LIKE  NEVER  BEFORE 

THE  WORLD'S  FIRST  &  LARGEST  © 
24  INCH  ULTRATHIN  LCD  MONITOR 

XTRAWIDE™  (170  DECREE)  VIEWING  ANGLE  © 

HIGH  RESOLUTION,  UP  TO  1920  X  1200  © 


How  real  can  an  image  be?  Is  this  real  enough? 


)1  Samsung  Electronics  Co.  Ltd.  1-800-SAMSUNC 


'"lib 

ed 

tng.com/usa 


SAMSUNG  DIGIT, 

everyone's  invited.* 


Easy  Pill  to  Swallow 

David  Yost  isn't  choking  on  the  $7  billion 
acquisition  of  Bergen  Brunswig.  That's 
because  he's  been  slashing  costs  all  along. 


BY  ZINA  MOUKHEIBER 

SOON  AFTER  THE  FEDERAL 
Trade  Commission  cleared  the 
merger  of  drug  wholesalers 
AmeriSource  and  Bergen 
Brunswig  in  August,  Chief  Ex- 
ecutive David  Yost  threw  a  dinner  for  70 
executives  from  both  companies.  At  the 
Four  Seasons?  Try  a  burger  and  hot  dog 
cookout  near  headquarters  in  Valley 
Forge,  Pa.  "You'd  better  know  how  much 
your  ticket  cost  to  fly  here,"  Yost  warned 
the  Bergen  newcomers.  He  himself  stays 
at  under-$100-a-night  Mcintosh  Inns, 
flies  coach  and  answers  his  own  phone. 
"I'm  not  going  to  wait  for  my  philoso- 


phy to  trickle  down — 
I'm  going  to  force  it 
down  with  a  fire  hose." 

In  the  realm  of 
cheapskates,  Yost,  54,  is  a 
philosopher  king.  He  has 
to  be  to  squeeze  the  most 
from  a  business  where 
gross  margins  average 
4.5% — and  where  he's 
just  inherited  a  company 
that,  while  nearly  twice 
the  size  of  AmeriSource, 
lost  $753  million  in  2000. 
Thanks  to  savings  wrung 
from  many  sources,  the 
combined  entity  will 
earn  $260  million  this 
year,  estimates  Lawrence 
Marsh,  an  analyst  at 
Lehman  Brothers. 

Size  helps.  As  the 
nation's  largest  drug 
wholesaler,  with  $36  bil- 
lion in  sales  (a  third  of  the 
prescription  market), 
AmerisourceBergen  can 
probably  absorb  any 
shocks  brought  by 
Medicare  reforms,  if  and 
when  they  come.  In  turn,  it  can  squeeze 
suppliers  of  generics — it  has  less  clout 
with  branded  drugs,  which  have  no  com- 
petition— to  service  the  likes  of  Kmart, 
Walgreens  and  CVS.  The  cost  of  money 
has  dropped,  too.  Recently  it  borrowed 
$500  million  at  8.125%  in  an  issue  of 
seven-year  senior  notes  and  called  in  $300 
million  of  8.375%  bonds  due  in  2008. 

The  real  crucible  of  change  is  at  ware- 
houses, spread  from  New  Jersey  to  the 
state  of  Washington.  Over  the  next  three 
years  AmerisourceBergen  will  eliminate 
up  to  21  of  the  51,  helping  to  save  $150 
million  a  year.  Part  of  the  savings  will 
come  from  the  company's  at  last  enter- 


ing the  computer  age.  All  incoming  c 
tons,  which  already  bear  bar  codes,  ^ 
be  electronically  scanned,  instead  of  in] 
manually. 

Nickel-and-dime  innovations  a 
up.  At  the  Johnson  City,  Tenn.  distrit 
tion  center,  manager  Kathleen  Gage 
switched  from  solid  Styrofoam  boxes 
delivery  of  refrigerated  vaccines  (90  ce 
each)  to  cardboard  lined  with  Styrofo; 
(30  cents).  When  she  needed  spec 
cages  to  store  narcotics,  Jones  turned 
an  employee  who  assembled  them 
$8,000,  instead  of  $40,000  charged  b 
manufacturer.  Frank  (Bud)  Green,  w 
oversees  the  Grand  Prairie,  Tex.  wa 
house,  relies  on  local  truck  drivers  cha 
ing  25%  less  than  national  carriers. 

AmerisourceBergen  occasiona 
loosens  up  to  help  a  customer  like  t 
University  of  Missouri  Hospital  &  Cli 
ics  in  Columbia,  Mo.,  which  spends 
million  a  month  with  the  compar 
When  a  liver-transplant  patient  urgen 
needed  immune  globulin  serum,  cu 
tomer  reps  drove  six  hours  to  get  t 
drug  from  Paducah,  Ky.  to  the  hospit 
"Do  you  control  costs  and  not  make  th 
extra  delivery?"  asks  Yost.  He  leaves  it 
to  the  folks  on  the  ground.  The  payoff 
that  such  service  has  resulted  in  $90 
million  in  new  accounts  this  year. 

Yost  started  out  in  this  business 
years  ago,  writing  orders  for  pharmaci 
after  joining  his  wife's  family  wholesa 
drug  business,  Kauffman-Lattime 
When  his  in-laws  sold  out  to  what  b 
came  Alco  Health  Services,  he  stayed  o 
In  1988  he  participated  in  an  LBO  an 
later  changed  the  name  to  AmeriSourc 
When  the  company  went  public  in  199! 
Yost  made  sure  executive  perks  didn 
creep  in:  no  company  cars,  no  cor  poral 
planes,  no  golf  tournaments. 

What's  ahead?  Trying  to  put  moi 
distance  between  AmerisourceBerge 
and  rivals  Cardinal  Health  (number  twc 
and  McKesson  (number  three),  whic 
have  boosted  margins  by  diversifying  int 
medical  devices  and  software.  Yost  in 
tends  to  focus  on  drugs  and  on  hoardin 
those  pennies.  The  market  seems  to  li 
that  plan:  AmerisourceBergen  shares  hav 
shot  up  14%  to  $69  since  the  FTC  ruling 
27  times  expected  2001  earnings.  I 
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Financial  Services  •  Private  Banking  •  Life  and  Pensions  •  Insurance 
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When  the  Chips  Are  Down 


Still  beloved  by 
investors,  Qualcomm 
doesn't  find  growth 
getting  any  easier. 

BY  ELISA  WILLIAMS 

QUALCOMM  CHAIRMAN  IRWIN 
Jacobs  has  a  problem.  His 
company  is  riding  high  even 
in  the  continuing  tech-stock 
carnage,  trading  at  a  lofty  43 
times  earnings  despite  taking  a  sharp 
dive  in  the  past  year.  That  owes  largely 
to  Qualcomm's  extensive  and  pricey 
portfolio  of  patents  on  a  wireless-trans- 
mission scheme  known  as  CDMA  (code 
division  multiple  access).  Analysts  esti- 
mate the  firm  collects  a  4%  royalty  on 
the  cost  of  a  cell  phone,  reaping  profits 
on  a  big  share  of  the  400  million  cell 
phones  sold  every  year. 

The  royalties  provided  about  30%  of 
the  company's  estimated  $2.7  billion  in 
revenue  for  the  fiscal  year  ended  Sept.  30 
and  explain  why  the  company  is  im- 
mensely profitable,  with  an  estimated 
$850  million  net.  But  to  keep  this  stock 
aloft,  Qualcomm  has  to  do  more  than 
just  sit  back  and  collect  patent  fees.  To- 
ward that  end  Jacobs  has  high  hopes  for 
Qualcomm's  chip  business,  which  con- 
tributed perhaps  $1.5  billion  of  revenue 
in  the  just-completed  year,  says  Morgan 
Stanley  analyst  Louis  Gerhardy,  and  has 
the  potential  to  do  a  lot  more  than  that. 
(Qualcomm  designs  the  chips  it  sells  but 
has  the  manufacturing  done  by  others.) 

In  order  to  expand  as  a  chip  vendor 
Qualcomm  will  have  to  get  a  nice  piece 
of  a  new  market:  selling  chips  for  Wide- 
band CDMA  phones.  The  WCDMA  for- 
mat is  another  version  of  CDMA  that 
was  developed  by  a  phone  industry 
consortium.  Fans  of  WCDMA  predict 
that  it  will  eventually  be  adopted  by 
75%  of  the  world's  wireless  carriers. 
European  wireless  carriers,  in  particu- 
lar, have  been  quick  to  embrace  the  W. 
In  selling  to  them,  it  doesn't  help  that  as 
recently  as  March  Qualcomm  was  bad- 
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The  royalties  are  nice, 
but  Qualcomm's  Irwin 
Jacobs  will  soon  learn 
who  his  friends  are. 


High-speed  wireless  data  services  are  expected  to  jump- 
start  sales  of  cellular  gear,  an  industry  now  in  the  dumps. 


Here's  what  Cahne: 
In-Stat  Group  forecaj 
for  worldwide  sales 
wireless  handset  chips 
the  year  2005:  $2.5  billk 
for  WCDMA,  $20  billk 
for  GPRS  and  $10  billk  ji the 
for  CDMA2000.  If  Qu 
comm  wants  a  big  pie 
of  the  action  it  needs 
sell  chips  for  all  kinds 
formats,  and  that's  ju 
what  it  is  doing.  Th 
month  the  chip  divisk 
shipped  out  samples  ol 
line  of  WCDMA  chips, 
has  already  persuade 
Samsung  and  Sanyo 
design    phones  bu; 
around  the  Qualcom:   -  ' 
WCDMA  chip  set. 

"Penetrating  Eun 
pean  manufacture 
would  be  the  ultima 
step,"    says   Anthor  ... 
Thornley,  Qualcomm  fctfl 
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Year  when  most  cellular  carriers  are  expected  to 
start  converting  to  speedy  3G  technology. 

in  wireless  infrastructure  spending  ex- 
pected by  2004. 

in  handset-chip  sales  expected  by 
2005,  compared  to  an  estimated  $14.9  billion  this  year. 

Sources:  Cahners  In-Stat  Group:  Yankee  Croup. 


mouthing  WCDMA's  performance 
while  playing  up  its  own  spruced-up 
version  of  CDMA  called  CDMA2000.  It 
shouldn't  matter  since  Qualcomm  col- 
lects the  same  royalty  on  both. 

The  CDMA2000  format  boasts  im- 
pressive speeds  in  transmitting  data, 
which  will  be  important  as  customers 
start  expecting  weather  maps  and  restau- 
rant menus  on  their  wireless  phones.  But 
there  is  more  than  technical  prowess  that 
determines  the  design  of  a  phone  system. 
Practical  and  political  considerations 
come  into  play.  Many  carriers  that  plan  to 
upgrade  their  systems  to  carry  data,  es- 
pecially those  in  Europe,  are  installing  in- 
termediate technologies,  such  as  General 
Packet  Radio  Service,  that  avoid  Qual- 
comm patents.  When  they  move  on  from 
GPRS  they  are  inclined  to  go  to  WCDMA. 


h  " 


chief  operating  office 
What's  standing  in 
way?  Qualcomm  h 
alienated  carriers  with 
royalty  demands;  that 
one  reason  they  rath< 
like  the  idea  of  usir 
GPRS  even  though 
doesn't  have  the  be 
data  rates.  "[Qualcomm  seems]  to  err  c 
the  side  of,  'Let's  charge  significantly  fc 
the  licenses,  and  less  on  the  notion  c 
trying  to  plaster  the  world  with  phom 
based  on  Qualcomm  intellectual  pror 
erty,'"  says  Ivo  Rutten,  a  vice  preside! 
of  Philips  Semiconductors.  Philips  re 
cently  sold  off  the  design  unit 
CDMA2000  and  refocused  on  WCDMA. 

Qualcomm's  chip  division  has 
lock  on  the  market  for  its  ow 
CDMA2000  technology.  It  is  used  b 
companies  including  Verizon  Wireles 
Sprint,  Nextel  and  a  couple  of  Korea 
carriers.  In  the  other  formats,  thoug 
Qualcomm  will  have  to  take  on  riva 
such  as  Texas  Instruments.  There's 
lot  of  money  to  be  made  here,  bt 
Qualcomm  won't  find  the  picking 
easy. 
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THE   STRAIGHT   GOODS   ON   e-BUSINESS  PLATFORMS 


> 


THE  WHOLE  e-BUSINESS 
THING  IS  A  FAD. 

I]  Nothing  could  be  further  from 
■  :he  truth.  In  times  of  economic 
downturn,  it  may  seem  prudent  to 
}ut  the  whole  e-Business  issue  on  the 
?)ackburner.  But  it's  not.  Tough  times 
rail  for  nimbleness  and  agility  more 
:han  ever.  The  time  to  get  smart  and 
mplement  e-Business  solutions  for  your 
rustomers  is  today. 


It, 


Our  open  e-Business  platform  embraces 
diversity.  Making  all  of  this  stuff  work 
together  is  what  our  stuff  is  all  about. 

A  WEBSITE  IS  A  PORTAL. 
A  PORTAL  IS  AN  e-BUSINESS. 

Unless  your  data  has  the  ability  to 
travel  from  a  customer's  pager  to 
your  trusty  OS/390  mainframe  and 
then  back  to  your  customer  via  cell 
phone,  you  may  very  well  have  a 


THE  INTERNET 

CHANGES 
EVERYTHING. 


The  Internet  does  not 
:hange  everything. 
m  doesn't  change  the 
business  rules  that 
pun  your  company. 
-  Dr  the  infrastructure 
MOu've  spent  years 
ouilding.  The  Internet 
j s  obviously  a 
"Critical  part  of  any 
Business.  But  it's 
low  well  you  manage 
he  information 
raveling  over  the 
"  \let  that  determines 
he  success  of 
/our  business. 


[ 


ill 


IT'S  A 
ONE-BRAND 
WORLD. 

"his  myth  surrounds 
ust  about  every 
ignificant  e-Business 
jlatform  discussion. 
X  i/irtually  every 
surveyor  of  e-Business 
platforms  touts  their 
/ersion  of  this 
one-brand"  world, 
heir  brand,  of  course. 
Jig  surprise. 


At  Sybase,  we  know  it's  just  not  true. 
Countless  brands  compete,  cooperate 
ind  commingle  inside  your  company. 

it's  laughable  to  pretend  that  any  one 
external  organization  can  "standardize" 
ill  the  various  protocols,  systems, 
components,  new  technologies, 
anguages,  databases  and  vendor 
relationships  that  your  business 
iepends  on  to  succeed. 


website,  but  you  really  don't  have  an 
e-Business.  Our  proven  e-Business 
platform  totally  delivers  end-to-end 
functionality.  It  integrates 
every  single  aspect  of  your 
business.  What's  more, 
it  has  the  scalability 
to  constantly 
integrate  your 
new  components 
into  the  mix.  Like 
say,  10,000  brand  new 
customers,  for  example 


IF  AT  FIRST  YOU  DON'T 
SUCCEED,  THROW  SOME  MORE 
MONEY  AT  IT. 

Hah.  Very  funny.  But  a  popular  belief 
for  a  long  time.  Listen:  That's  pure 
poppycock.  Real  e-Business  solutions 
deliver  real  business  results.  That 
means  increased  revenues,  reduced 
costs  and  profits  to  your  bottom  line. 

At  Sybase,  we  deliver  e-Business 
solutions  to  the 
FORTUNE  500? the 
largest  firms  on  Wall 
Street,  the  biggest 
names  in  healthcare, 
the  world's  largest 
computer  and 
networking  companies, 
the  biggest  players  in 
Europe  and  Asia. 

We  lead  in  enterprise 
portal  technology. 
We  dominate  in 
enterprise  wireless 
solutions.  And  we 
have  some  of  the 
best  middleware 
integration  solutions 
found  on  our  planet. 

We  can  deliver  ROI 
with  a  sense  of 
immediacy. 

IT'S  ALL  OR 
NOTHING. 

The  Big  Bang  Theory: 
You  need  to  do  all  of 
this  at  once.  Not  at  all. 

Implement  in  the 
way  that's  right  for 
your  firm.  From  the 
bottom  up.  Or  the 
top  down.  Component  by  component. 
It's  your  choice. 


SYBASE   e-BUSINESS  SOFTWARE. 
AUSE    EVERYTHING    WORKS    BETTER  WHEN 


Call  1-800-8-SYBASE  or  visit 
www.sybase.com/myths  and  we'l 
you  how.  Fact,  not  myth. 


show 


i Sybase 


Information  Anywhere" 


EVERYTHING    WORKS  TOGETHER'. 


®2001  Sybase,  Inc.  All  rights  reserved.  All  trademarks  are  the  property  of  their  respective  owners. 


Point  of  View  By  StercR  Hanke 

Barbarians  at  the  Gate 


DON'T  MAKE  THE  MISTAKE  OF  INTERPRETING  THE 
events  of  Sept.  1 1  purely  in  terms  of  terrorism  and 
murder.  There  is  a  bigger  context  here.  There  is 
more  to  this  story — much  more.  The  terrorists  are 
a  virulent  subset  of  a  much  larger  group  of  anti- 
capitalists,  one  that  includes  many  politicians,  bureaucrats, 
writers,  media  types,  academics,  entertainers,  trade  unionists 
and,  at  times,  church  leaders. 

The  barbarians  at  the  gates  are  more  numerous  than  you 
thought. 

The  distinctive  feature  of  their  ideology  is  a  bitter  hostil- 
ity toward  the  West,  toward 
the  rule  of  law  and  toward  the 
market  system.  That  ideology 
begins  with  nasty-minded 
fantasies  of  Western  exploita- 
tion that  supposedly  produces 
Third  World  poverty.  It  ends 
with  demands  for  huge  inter- 
national income  redistribu- 
tion and  calls  to  expropriate 
private  property. 

The  worldwide  public's 
sorrow  and  rage  over  the  at- 
tacks found  few  echoes  among 
the  anticapitalist  crowd.  Defi- 
antly, Bernard  Cassen — chair- 
man of  protest  group  Attac 
France  and  a  sparkplug  of  the 
assault  on  the  July  G-8  meetings  in  Genoa — was  quoted  as 
saying:  "Life  goes  on,  and  we  see  no  reason  to  change  our 
analysis  or  our  actions."  How  noble. 

Closer  to  home,  writer  Susan  Sontag  found  it  within  her- 
self to  admire  the  twisted  suicidal  thinking  that  animated  the 
hijackers.  She  wrote  in  the  New  Yorker  that  "whatever  may 
be  said  about  the  perpetrators  of  Tuesday's  slaughter,  they 
were  not  cowards."  What  an  accolade. 

Now  is  the  time  for  President  Bush  to  acknowledge  re- 
ality and  engage  not  only  the  terrorists  but  also  the  anti- 
capitalists  who  are  bent  on  destroying  the  core  of  Western 
civilization.  His  inspiration  should  be  Ronald  Reagan,  who 
reminded  the  citizenry  what  they  were  fighting  for  and 
what  against.  This  will  prove  to  be  no  easy  task.  Taking  on 
the  anticapitalists  will  require  some  straight  talk.  Namely, 
that  handouts  and  protectionism,  which  this  bunch  cham- 
pions, are  counterproductive. 


Know  your  enemy. 
The  terrorists  are 
a  virulent  subset 
of  a  larger  group 
of  anticapitalists 
who  peddle  nasty 
fantasies  of  how 
the  West  exploits 
the  Third  World. 


For  a  reference,  I  sug 
the  recently  released  bool 
the  World  Bank's  Will 
Easterly,  The  Elusive  Ques 
Growth  (MIT  Press,  $30).  T 
treatise  documents  how 
West  has  dished  out  $  1  tril 
in  foreign  aid  as  grants,  < 
relief  and  concessionary  k 
to  the  Third  World  since 
1960s.  Coupled  with  an  e 
less  convoy  of  "expert"  ad 
ers  from  Easterly's  employer  and  the  International  Mone 
Fund,  the  effort  has  been  a  monumental  flop.  Much  of  L 
America,  Asia  and  sub-Saharan  Africa  are  economic  w» 
lings,  despite  all  the  aid,  writes  Easterly,  thus  upsetting 
bosses  at  the  World  Bank. 

When  the  World  Trade  Organization's  meetings  com 
in  Doha,  Qatar  on  Nov.  9,  the  U.S.  must  stand  up  for 
trade,  the  essence  of  capitalism.  It  should  insist  that 
meetings  not  get  upended  by  unelected  anticapitalists,  as 
the  1999  WTO  conclave  in  Seattle.  The  party-crashers'  flo 
of  protest  boats  should  not  be  allowed  in  the  harbor. 

Next,  the  U.S.  must  confront  the  elected  protectionisi 
primarily  socialists  from  Europe — with  a  few  facts  about 
trade.  A  working  paper — "Trade,  Growth  and  Poverty"- 
David  Dollar  and  Aart  Kraay,  again  from  the  World  B; 
provides  good  ammunition.  They  divided  developing  co 
tries  into  two  groups:  those  that  embraced  free  trade  ( 
gentina,  India)  and  ones  that  were  protectionist  (Pakis 
Honduras).  Then  they  analyzed  measures  of  economic 
formance  since  1980. 

The  developing  countries  that  have  adopted  free  tr 
since  1980  have  seen  trade  as  a  percentage  of  tl 
economies  increase,  growth  rates  in  per  capita  GDP  acce 
ate  and  the  level  of  poverty  fall.  Not  surprisingly,  these 
veloping  countries  grew  more  rapidly  than  the  rich,  de 
oped  countries,  closing  the  income  gap  between  them 
all  counts,  the  performance  was  the  reverse  for  those  co 
tries  that  embraced  protectionism. 

The  Bush  Administration's  message  for  the  Doha  gatl 
ing  should  be  clear:  Free  trade  will  do  the  most  to  foster 
economic  growth  that  decent  people  want  for  all.  That  n 
sage  may  disturb  the  exquisite  sensibilities  that  haters  of  c 
italism  love  to  display. 

But  the  U.S.  has  a  winning  hand.  Let's  play  it. 
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Outsourcing  Solutions  for  Document  Management 


3ve  Gregory 

one  knows  they  can  count  on  Kinko's  and  its  global  network  of 
nan  1,000  stores  anytime  they  need  to  make  a  copy  at  3  a.m. 
robably  not  as  many  know  that  the  same  company  that 
*red  24/7  photocopying  and  document  processing  at  the  retail 
^Iso  has  helped  businesses  save  hundreds  of  thousands  of 
>  in  fixed  costs  with  a 
launched  complement 
sourcing  services. 


nko's  Outsourcing  Services  is  a 
ue  form  of  traditional  facilities 
agement  that  can  be  tailored  to 
le  needs  of  almost  any  busi- 
Some  companies  may  require 
ditional  facilities  management 
p  that  includes  a  complete 
o's-operated,  on-site  document 
uction  center.  Others  may  need 
utsourcing  relationship  that 

them  to  send  some  or  all  of  their  document  processing 
ite  to  a  fully  staffed,  fully  equipped  Kinko's  location  of  their 
;e  almost  anywhere  in  the  world  at  any  time.  This  approach 


Kinko's  Outsourcing  allows 
companies  to  focus  on  their  core 
business,  rather  than  worrying 
about  document  management. 


based  Kinko's.  "As  companies 
look  to  us,  they'd  rather  focus  on 
their  core  competency  and  hire 
Kinko's  to  take  care  of  the  non- 
core  aspects  of  their  business." 

Traditionally,  outsourcing,  or 
facilities  management  as  it  is 
called  when  the  services 
are  performed  on-site, 
has  been  handled  at 
large  corporations  and 
businesses  by  a  handful 
of  document  equipment 
vendors  who  generate 
revenue  by  outfitting 
customers  with  as  much 
equipment  as  possible, 
often  on  restrictive,  long- 
term  leases. 

These  leases  can  fre- 
quently lock  customers 
into  technology  that 
quickly  becomes  obso- 
lete and  can  often  carry 
costly  fees  and  penalties 


ocument  production  and  management  leverages  what  for  early  termination.  Some  facilities  management  providers 
o's  is  best  known  for  —  service  anytime,  anywhere  —  also  require  monthly  up-front  payments  for  minimum  produc- 
ing companies  to  focus  on  their  core  business,  rather  than  tion  volumes  that  often  are  never  achieved, 
ying  about  document  production.  Instead  of  burdening  businesses  with  excessive  equipment 
s  you  look  at  the  market  today,  companies  just  don't  have  and  restrictive  leases,  the  Kinko's  Outsourcing  Services  pro- 
nanagement  resources  to  focus  on  anything  but  their  busi-  gram  involves  three  forms  of  facilities  management  designed 
and  their  ability  to  deliver  their  products  and  services  faster  to  provide  the  appropriate  level  of  service  according  to  a  corn- 
better,  allowing  them  to  stay  competitive,"  says  Andy  pany's  needs:  Virtual  Outsourcing,  Near-Site  Outsourcing  and 
~\er,  Vice  President  of  Outsourcing  for  Ventura,  California-  On-Site  Outsourcing.  The  first  two  options  involve  performing 
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most,  if  not  all,  of  the  customer's  printing,  copying  and  docu-  small  number  of  machines  for  quick  document  production  I 

ment  production  off-site  at  one  of  Kinko's  stores  or  at  its  com-  Although  the  Kinko's  production  specialists  take  order 

mercial  production  centers,  which  are  closed  to  the  general  oversee  processing  on-site,  most,  if  not  all,  of  the  docu 

public  and  equipped  with  state-of-the-art  production  equipment,  production  will  take  place  off-site  at  one  of  Kinko's  many 

In  this  way,  Kinko's  Outsourcing  Services  leverages  the  com-  tions.  The  team  members  also  work  with  customers  to 

pany's  expertise  from  more  than  30  years  as  a  leader  in  docu-  them  produce  documents  that  effectively  communicat 

ment  reproduction  and  its  ongoing  initiatives  that  offer  their  cus-  customers'  offerings  and  enhance  the  image  of  their  busi 

tomers  the  most  up-to-date  document  processing  equipment  Clients  receive  on-site  service,  but  primarily  off-site  produ< 


and  technology  available. 

The  program  is  more  focused 
on  providing  a  full-fledged  service 
than  placing  machines  at  busi- 
ness locations.  "The  traditional 
facilities  management  providers 
are  really  just  equipment- 
focused.  They  want  to  put  as 
much  equipment  as  possible 
on-site.  Since  Kinko's  does  not 
generate  profit  from  the  sale  of 
equipment,  our  primary  approach 
is  to  pull  production  off-site  as 
much  as  possible,"  Bonner  says. 

In  fact,  Bob  Sher,  Director  of 
Kinko's  Commercial  Sales  pro- 


: 
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"As  companies  look  to  try 
to  deliver  their  products  and 
services  faster  and  better, 
they'd  rather  focus  on  their  core 
competency  and  hire  Kinko's 
to  take  care  of  the  non-core 
aspects  of  their  business." 
—  Andy  Bonner, 
Vice  President  of  Outsourcing, 
Kinko's 


Kinko's  also  offers  the  more  traditional  facilities  manage 
service,  On-Site  Outsourcir 
which  Kinko's  manages  a  c  .:e 
ment  production  center  on-s 
the  customer's  location  or 
multiple  locations.  In  these  d  : : 
team  members  also  overset 
site  production  and  coord 
maintenance  and  supplies 

But  it  is  Kinko's  objectiv 
limit,  if  not  eliminate  altoge 
the  need  for  machines  on-site 
is  in  sharp  contrast  with  tradit 
facilities  management  prov 
who  equip  customers  with 
maximum  number  of  mach 
necessary  to  handle  peak  pro 
tion  loads.  In  many  cases,  Bonner  says,  those  peak  loads 
no  more  than  once  a  month  or  even  once  a  quarter,  meai 


grams  says  nearly  half  of  the 

company's  current  outsourcing  clients  receive  no  on-site  pro 
duction  at  all.  In  those  cases,  Kinko's  Virtual  Outsourcing  ser 
vice  lets  customers  e-mail  or  electronically  send  documents  that  a  good  number  of  the  machines  are  rarely  used 
that  they  want  produced  to  a  nearby  Kinko's.  They  also  provide  though  they  continue  to  fetch  hefty  monthly  lease  fees, 
some  customers  with  specialized  computers  and  equipment 
that  allow  them  to  transfer  sensitive  documents  through  elec- 


One  of  Kinko's  outsourcing  customers  had  been  payinc  ■ 
former  facilities  management  provider  $42,000  a  month  f  pore 


tronic  channels  secured  by  encryption  technology  and  Kinko's    minimum  production  volume  of  400,000  copies.  The  custor  ie; 
private  network.  After  production  is  completed,  Kinko's  will  stop    however,  averaged  only  about  85,000  copies  a  month,  in  ef 
by  a  client's  office  to  deliver  finished  orders  or  pick  up  new    paying  for  roughly  $12,075  worth  of  copies  that  were  n 


ones  that  have  been  placed  in  a  drop  box. 

Kinko's  Near-Site  Outsourcing  goes  one  step  further  and  pro- 
vides a  full-time  Kinko's  team  member  on-site,  possibly  with  a 


made  and  bearing  the  cost  of  equipment  and  personnel 
were  dramatically  underutilized.  Every  month. 
Therefore,  outsourcing  with  Kinko's  can  translate 


:■ ; 
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natic  cost  savings.  "Our  goal  is  to  help  businesses  convert 
d  costs  to  variable  costs  and  keep  those  variable  costs 
4rn  as  much  as  possible,"  says  Sher. 
addition  to  saving  money,  time  and  resources,  Kinko's 
sourcing  Services  also  gives  customers  flexibility  by  allow- 
hem  to  move  production  to  any  of  Kinko's  round-the-clock, 
staffed,  fully  equipped  locations  domestically  and  abroad. 
II  customers  can  produce  as  many  or  as  few  documents  as 
»  want  without  the  often  wasteful  mandatory  production 
jimums  required  by  other  facilities  management 
iders. 

)ur  customers  are  looking 
iexibility  and  scalability  — 
ue  features  offered  through 
o's  stores  —  that  allow  them 
ie  room  to  maneuver  as  their 
ket  conditions  change.  This  has 
y  become  a  major  issue  with 
t  companies  in  the  last  year  or  so 
\  the  downturn  in  the  economy, 
npanies  are  looking  for  ways  to  trim 
enses  in  all  areas,"  says  Bonner, 
hnong  its  current  roster  of  outsourcing 
romers  is  Chicago-based  CNA  Financia 
:h,  before  contracting  with  Kinko's,  per- 
led  all  of  its  document  services  in-house, 
ming  out  everything  from  marketing  booklets  to  in-house 
onnel  forms.  Al  Becker,  CNA's  Director  of  General  Ser- 
,  says  turning  CNA's  printing  needs  over  to  Kinko's  has 
d  the  company  on  production  costs  and  also  allowed  it  to 
ore  innovative  and  creative  with  its  printed  materials.  "One 
e  areas  that  we  were  really  never  able  to  get  into  our- 
s,  because  it  was  too  cost  prohibitive,  was  color  repro- 
lon,"  Becker  says.  "But  with  Kinko's  competitive  pricing, 
uch  more  of  an  option  now." 

e  scalability  feature  of  Kinko's  Outsourcing  Services  keeps 
esses  from  wasting  money  on  idle  machinery.  "They  only 


pay  for  the  work  we  do.  Orders  can  be  as  big  or  small  as  the 
customer  needs  them  to  be,  and  the  size  of  the  orders  fluctu- 
ates throughout  the  term  of  the  agreement.  That's  a  very  key 
feature,"  Bonner  says.  "With  our  1,000  stores  and  all  the  pro- 
duction power  that  we  have,  we  can  handle  any  kind  of  peak 
load  a  customer  can  throw  at  us." 

Moving  most,  if  not  all,  document  production  off-site  also 
means  customers  have  more  space  at  their  locations  to  devote 
to  revenue-generating  activities.  Sher  says  that,  on 
average,  Kinko's  Outsourcing  Services  frees  up 
roughly  700  square  feet  of  space  at  participating 
businesses.  "Customers  are  looking  to  use  that 
space  for  something  other  than  producing 
documents,"  he  says. 

"We  want  to  help  liberate  your  space, 
free  up  your  resources  and  not  tie  you 
down  to  an  equipment  lease  for  technol- 
ogy that's  going  to  be  obsolete  in  half  a 
nanosecond,"  Sher  explains. 

Kinko's  is  always  looking  to  keep  its 
competitive  edge  in  the  marketplace, 
he  says,  by  outfitting  its  stores  with 
the  latest  technology  and  machinery. 
"That's  just  a  given  for  us,"  he 
points  out.  "State-of-the-art  docu- 
ment production  is  our  core  busi- 
ness." Therefore,  there's  never  a 
danger  of  outdated  printing  solutions  with  Kinko's,  because  the 
company  is,  in  any  given  year,  one  of  the  world's  largest  pur- 
chasers of  cutting-edge  document  production  equipment. 

In  today's  fast-paced  and  competitive  business  world,  com- 
panies need  to  focus  on  their  core  competencies  and  use  their 
time,  money  and  resources  wisely.  With  Kinko's  Outsourcing 
Services,  Kinko's  —  the  experts  in  document  processing  and 
management  —  concentrates  on  providing  fast,  reliable,  high- 
quality  document  production,  so  their  clients  can  concentrate 
on  growing  their  businesses.  ■ 


Kinko's  team  members 
work  with  customers 
to  produce  documents 
that  enhance  the  image 
of  their  business. 


'  ELIZABETH  CORCORAN 

UTNAM  LOVELL  SECURITIES  IS 
1  an  Internet-sawy  investment 
W/B  bank.  Ii  relies  on 

Web  firms  to  run  its  business. 
Putnam  analysts  write  and 
:  pnage  their  research  reports  through  a 
» jeb  site  run  by  BlueMatrix.  Putnam 
jies  Salesforce.com  to  keep  track  of 
stumers  and  leads.  Such  Web  services 
1st  20%  to  80%  less  than  managing 
mparable  software  in-house. 


There's  one  hang-up:  None  of  the 
services  can  easily  share  data. 

Corporate  America  binged  on  tech- 
nology in  the  1990s,  only  to  discover  that 
most  of  the  programs  have  squirreled 
away  data  in  ways  that  make  it  hard  for, 
say,  the  sales  force  to  swap  numbers  with 
the  product  teams.  The  problem  begins 
inside  corporate  walls  and  gets  worse 
when  companies  spread  their  data 
among  myriad  Web  hosts.  At  Putnam, 
analysts  wrote  morning  reports,  but  it 


was  too  time-consuming  to  serve  clients 
only  the  elements  likely  to  interest  them 
most — so  Putnam  would  send  compos- 
ite reports.  "We  have  lived  with  the  limi- 
tations, doing  manual  imports  and  ex- 
ports of  data,  but  there  were  lots  of 
business  processes  that  were  hampered 
by  it,"  says  Rodric  R.  O'Connor,  Put- 
nam's technology  chief. 

Technology  created  the  problem — 
and  now  promises  to  fix  it.  That,  at 
least,  is  the  new  pitch  of  just  about 
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every  software  company  trying  to  find 
new  growth  in  this  sputtering  economy. 
As  corporate  customers  look  to  squeeze 
more  out  of  the  tech  they  already  own, 
giants  like  Microsoft  and  IBM  and  a  raft 
of  startups  have  a  new,  if  unsexy, 
mantra:  "Web  services." 

They  promise  a  new  generation  of 
software  that  will  link  it  all  together,  a 
sort  of  e-conciliation.  Vendors  see  a  day 
when  companies  will  swap  data  and  ap- 


sends  along  the  response. 

Sending  the  entire  client  list  bulky 
reports  on  every  imaginable  subject  now 
costs  Putnam  $800,000  per  quarter.  If 
half  of  Putnam's  customers  agree  to  re- 
ceive only  electronic  reports,  O'Connor 
figures  he  could  save  $1  million  a  year. 
Even  if  only  5%  do,  he  will  cover  the  cost 
of  using  Grand  Central.  Its  pricing 
scheme  aims  to  get  customers  to  sign  up 
still  other  customers:  Companies  get  one 


"It's  not  the  old  world  where  you 
choose  a  few  strategic  partners 
and  get  comfortable  with  them." 


plications  as  easily  as  a  person  snips  a 
blurb  from  a  Web  site  and  pastes  it  into 
an  e-mail.  Done  right,  Web  services 
could  spawn  business  ecosystems,  with 
each  firm  doing  what  it  does  best  and 
leaving  the  rest  to  partners. 

"This  is  the  third  wave  of  the  Inter- 
net," says  Halsey  Minor,  cofounder  of 
12  Entrepreneur ing,  which  has  raised 
$137  million  from  Goldman  Sachs, 
Merrill  Lynch  and  other  blue-chip  back- 
ers to  spin  out  new  Web-services  shops. 
"It's  a  huge  opportunity,  bigger  than  the 
consumer  phase." 

Minor,  who  founded  the  still-breath- 
ing media  company  Cnet  Networks, 
runs  12  Entrepreneuring  in  San  Fran- 
cisco with  John  Seely  Brown,  former 
head  of  Xerox's  famed  Palo  Alto  Re- 
search Center,  and  John  Hagel,  a  well- 
known  author  and  former  McKinsey 
consultant.  They  want  a  pivotal  role  in 
erecting  the  intellectual  framework  for 
this  next  era  and  making  it  happen. 

To  clear  its  data  hurdles,  in  June  Put- 
nam turned  to  one  of  12  Entrepreneur- 
ing's  first  spinoffs — Grand  Central.  Put- 
nam's analysts  continue  to  use 
BlueMatrix,  and  the  sales  team  still  uses 
Salesforce.com.  But  when  an  analyst  does 
a  report  on,  say,  the  insurance  business, 
BlueMatrix  sends  an  automatic  query  to 
Grand  Central  to  fetch  a  list  of  the  clients 
most  interested  in  that  industry.  Grand 
Central  packages  the  data  in  a  way  that 
BlueMatrix  can  handle  and  automatically 


"relationship"  free— say,  if  Putnam  used 
Grand  Central  to  connect  only  with 
BlueMatrix — then  pay  a  monthly  fee  of 
$2,500  for  the  next  five  relationships. 

It  is  still  early  in  this  crusade,  and  tech 
providers  have  made  similar  claims  for 
years  about  lashing  everything  together. 
The  prospects  are  better  this  time,  how- 
ever, thanks  to  the  omnipresent  Internet 
and  the  fact  that  businesses  are  more 
wired  than  ever  before. 

Microsoft,  with  its  .Net  strategy,  IBM 
with  WebSphere  and  Sun  Microsystems 
with  Sun  ONE  are  building  tools  for 
home-brewing  Web  services.  Other  big 
players,  such  as  Oracle,  are  refashioning 
existing  applications  to  make  them  akin 
to  Web  services. 

A  pack  of  newcomers — Bowstreet, 
Cape  Clear,  Kenamea,  UDICO  and 
Talaris  to  name  a  few — are  mining  nar- 
rower markets.  For  instance,  Talaris  in 
San  Francisco  offers  a  scheduling  sen/ice 
said  to  cut  by  one-third  the  time  mobile 
workers  spend  orchestrating  their  flight, 
hotel  and  restaurant  reservations.  Cisco 
and  Sun  are  customers. 

In  this  fray  Minor's  shop  is  prag- 
matic and  evangelical.  Minor,  the  hands- 
on  guy,  started  Grand  Central  and  is 
now  running  12's  other  spinoff,  Ibuild- 
ing.  In  the  background  graybeards  Hagel 
and  Brown  paint  scenarios  of  how  ex- 
ecutives can  radically  change  how  they 
run  their  companies  by  opening  up  to  a 
network  of  partners. 


I 
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To  make  Web  services  real,  techna 
gists  have  had  to  devise  new  standal 
that  sound  like  a  kindergartner's  alp] 
bet  nightmare — XML,  SOAP,  UDDI.  Tl 
are  far  from  finished.  Every  industry  rrj 
hammer  out  agreements  about  precis 
what  is  meant  by  even  its  most  comma 
used  terms.  The  investment  banking 
dustry  is  a  step  ahead  because  it  is  aires 
working  up  its  flavor  of  standards,  RIXI 
"If  I  wanted  to  move  business  inl 
ligence  data  before  PJXML,  I  would  h; 
had  to  establish  a  data  protocol  w 
every  partner— and  you  can  bet  tl 
everyone  wanted  to  do  it  differentl  KEL 
says  Anthony  D'Agostino,  chief  open 
ing  officer  of  equity  capital  markets 
First  Union  Securities,  another  Grai 
Central  customer. 

Buoyed  by  the  new  standards,  so: 
companies  are  building  their  own  VI 
services.  Galileo  International,  a  tra 
service  in  Rosemont,  111.,  has  used  IBl 
WebSphere  tools  to  build  softw;  . 
queries  that  search  the  Web  to  find 
best  airfare.  Galileo  is  selling  that  sc 
ware  to  small  travel  agencies  as  w 
Similarly,  Bekins,  a  nationwide  movi|ue  ; 
company  based  in  Hillside,  111.,  has  bi 
a  system  for  broadcasting  extra  assigl;^ 
ments  to  a  consortium  of  75  other  m« 
ing  and  storage  companies.  It  lets  thi 
plug  the  data  into  their  logistics  pi 
grams  to  decide  whether  to  bid  on  a 
Ibuilding,  12  Entrepreneurin 
second  startup,  helps  corporate  te 
ants  order  services  from  buildi 
managers.  Tishman  Speyer  Properti 
an  investor  in  Ibuilding,  has  ba 
using  the  service  for  six  months 
New  York  and  San  Francisco. 

Eventually  a  company  will  be  able 
snap  together  federations  of  partners, 
defining  what  it  does  best  and  letti 
partners  do  the  rest.  "The  real  busin 
game  is  how  to  move  from  a  world  afc 
transactions  to  one  of  managing  colli 
orative  processes,"  says  Brown.  Consc 
sus,  rare  in  high  tech,  is  building  behi 
the  new  buzz-phrase.  "The  Web  1 
changed  how  businesses  interact,"  si  i 
Rodney  Smith,  an  IBM  vice  preside  j 
"It's  not  the  old  world  where  you  cho< 
a  few  strategic  partners  and  get  comfo  » 
able  with  them." 
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Camouflage  and 
Jajun  Crawtators 

Is  Wal-Mart  begins  its  largest  expansion  ever, 
[s  learning  that  merchandising  has  much 
r  common  with  politics:  Everything  is  local. 


KELLY  BARRON 

rO  MOST  FOLKS,  SPAM  IS  THE 
mystery  meat  inside  a  can  or, 
more  recently,  unsolicited 
e-mail.  But  to  executives  at 
Wal-Mart,  Spam  is  an  in- 
ired  solution  to  a  new  challenge:  get- 
lig  customers  to  spend  more  money. 
Looking  to  sell  food  to 
inters  who  already  fre- 
ented  its  sporting  goods 
partments,  the  company 
ced  Hoimel  Foods  to 
me  up  with  a  snack  that 
could  place  alongside  the 
les  and  fishing  rods, 
ithin  weeks  "Spamou- 
ge" — Spam  in  camou- 
ge  cans — was  blowing 
t  the  doors  of  760  rural 
al- Marts. 

It's  a  crazy  idea," 
dies  Thomas  Coughlin, 
10  as  chief  executive  of 
Wal-Mart  Stores  divi- 
Dn  oversees  the  opera- 
ms  of  2,700  domestic 
al-Marts. 

Offbeat  yes,  but  critical 
Wal-Mart  wants  to  retain 
dominance  of  the  U.S. 
ailing  landscape.  Despite 
size  and  low  prices  Wal- 
art  isn't  immune  from 
e  carnage  affecting  the 
onomy.  For  the  fiscal  year 
ding  Ian.  31  the  chain's 
rnings  are  projected  to 
e  7%  to  $6.7  billion,  the 


sales  to  $217  billion.  Same-store  sales 
for  the  year  are  projected  to  rise  5%, 
down  from  8%  two  years  ago. 

But  long  before  the  latest  dismal 
economic  news  Wal-Mart  was  grap- 
pling with  an  even  greater  problem: 
saturation.  Now,  in  spite  of  the  down- 
turn, the  company  is  gearing  up  for  its 


largest  expansion  ever,  with  plans  to 
grow  by  46  million  square  feet  next  fis- 
cal year,  or  a  9%  increase  over  this  year. 

Wal-Mart  has  addressed  part  of  the 
problem  of  an  over-stored  U.S.  by  ex- 
panding horizontally  into  groceries  and 
the  Internet  and  by  acquiring  whole- 
salers such  as  AmeriServe.  But  the  com- 
pany also  has  found  a  solution  in  its 
own  parking  lot:  existing  customers.  By 
squeezing  incremental  revenue  out  of 
the  same  folks,  Wal-Mart  offsets  the 
challenge  of  roping  in  more  and  more 
new  customers.  Already  the  average 
customer  ticket  at  Wal-Mart  is  increas- 
ing at  twice  the  rate  of  foot  traffic  into 
the  stores,  Coughlin  says. 

A  key  component  of  the  strategy  is 
tailoring  merchandise  to  local  tastes, 
even  if  they're  a  bit  quirky.  "Wal-Mart 
has  got  to  have  a  regional  merchandise 
strategy.  If  they  don't,  they'll  become  an- 


)west  growth  in  four 
ars,  on  a  12%  increase  in 


Local  yokel:  Manager  Michael 
Walker  fishes  for  more  dollars. 
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"Wal-Mart  has  got  to  have  a  regional  merchandise 
strategy.  If  they  don't,  they'll  become  another  Sears." 


Suited  to  sell:  Wal-Mart's  Thomas  Coughlin. 

other  Sears,"  says  Robert  Voss,  a  former 
Wal-Mart  senior  vice  president  and  the 
first  general  merchandise  manager  for 
Sam's  Club. 

Though  the  tactic  has  been 
preached  at  Wal-Mart  as  far  back  as  the 
days  of  Sam  Walton,  who  coyly  referred 
to  the  retailing  colossus  as  a  "small- 
town merchant,"  its  regional  merchan- 
dising is  being  realized  after  years  of 
patchy  successes  and  plenty  of  misfires. 

"We've  been  so  successful  at  gener- 
alizing," says  Coughlin.  "But  we're  not 
maximizing  our  opportunities."  For  his 
part  Coughlin  nags  employees  to  re- 
trieve shopping  carts  from  crowded 
Wal-Mart  parking  lots  so  customers 
can  quickly  refill  them.  He  once  pad- 
locked the  office  of  a  store  manager 
who  wasn't  spending  enough  time  with 
customers  and  employees. 


Take  a  look  at  Sam  Walton's  very 
first  Wal-Mart,  in  Rogers,  Ark.  Across 
the  street  Kmart  is  expanding  into  a 
superstore,  while  electronics  retailer 
Best  Buy  has  opened  nearby.  But  at 
9:45  a.m.  on  a  recent  Wednesday,  Wal- 
Mart's  parking  lot  is  bustling.  Inside, 
store  manager  Michael  Walker  grabs  a 
bottle  of  Crema  Mexicana  from  a 
cooler  and  drawls,  "I  don't  know  what 
this  is.  But  it's  a  huge  seller." 

Crema  Mexicana  is  a  sweet,  rich 
cream  popular  among  Mexicans  as  a 
topping  for  traditional  dishes.  Walker 
may  not  know  that,  but  he  does  know 
that  15%  of  his  shoppers  are  Hispanic, 
which  at  his  store  translates  into  $16 
million  worth  of  sales  annually.  So,  he's 
stocking  and  selling  4,000  Bimbunelos 
sweet  cakes  a  week,  as  well  as  Chayote 
squashes  and  Don  Enrique  corn  husks. 
He's  localizing  the  store  for  the  benefit 


of  more  affluent  customers,  too,  such 
the  executives  who  toil  at  Wal-Mar! 
nearby  Bentonville  headquarte 
stocking  $3,500  high-definition  tele' 
sion  sets  and  creating  a  bookstore  wj 
a  coffee  stand. 

While  Walker's  customer  cou 
in  Rogers  rose  modestly  to  60, 01 
shoppers  a  week  last  year,  he 
boosted  the  average  spending 
$3  a  head,  much  of  it  by  tailorij 
his  selection  to  local  sensibilities! 

Until  recently  Walker's  success  mil 
have  been  the  exception  to  the  rule.  Jul 
four  years  ago  Coughlin  recalls  pulliil 
up  to  a  downtown  Philadelphia  stol 
surrounded  by  skyscrapers  to  see  a  fie  I 
of  18hp  riding  lawnmowers  out  i 
front.  Next  to  them  were  wood  splittei) 
Inside,  shelves  were  stocked  with  30- 
boxes  of  Tide,  despite  the  fact  that  m 
shoppers  traveled  to  the  store  by  b 
and  couldn't  lug  the  big  boxes  home 

"I  thought:  'What  in  the  world  ai 
we  doing?'"  says  Coughlin,  a  23-ye2 
Wal-Mart  veteran  who  began  his  retail 
ing  career  as  a  store  detective.  Now  it's 
different  story.  Coughlin  bounds  out  C 
his  office  in  the  Bentonville  headquaj 
ters  into  a  room  lined  with  specialize) 
merchandise.  He  grimaces  as  he  bitfl 
into  a  fishy-flavored  Zapp's  Caju 
Crawtator  potato  chip  sold  in  Wal 
Mart's  Louisiana  stores,  and  motion 
toward  a  purple-and-green-froste 
Mardi  Gras  cake  decorated  with  a  plas 
tic  necklace.  Stores  in  Louisiana  se 
$2,100  worth  of  the  garish  cake  eac 
week.  What  Wal-Mart  can't  buy  o 
make,  it  invents.  Coughlin  holds  up  thj 
ultimate  fix-it  gizmo:  a  can  of  WD-4 
packaged  with  a  roll  of  duct  tape.  "Yol| 
can't  find  a  guy  who  doesn't  need  thii 
stuff,"  he  beams. 

To  help  further  the  cause,  Wal-Mar 
two  years  ago  expanded  its  vaunteC 
data  warehouse  to  101  terabytes  froij 
44  terabytes,  enough  to  store  and  ana 
lyze  two  years  of  sales  transactions.  Th^ 
warehouse  provides  access  to  10  mil 
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In  an  uncertain  market, 
be  sure  your  financial  advisor 
has  the  right  tools  for  the  job. 


Goal  Setting,  Our  unique 

planning  tool,  Financial  Blueprint 

establishes  customized  investment 
benchmarks  to  help  you  invest 
with  greater  discipline. 


Stock  Picking. 

Every  stock  covered  by 
Prudential's  award-winning 
research  team  gets  a  clear 
rating — buy,  sell,  or 
hold — to  help  simplify 
stock  selection. 


Technology. 

A  powerful  suite  of 
Web-based  investing 
tools — including  online 
trading^  daily  market  research, 
and  IPOs — give  you  the  flexibility 
and  access  you  need. 


Alternative  Pricing 

Prudential's  fee-based 
advisory  programs  are 
a  smart  choice  for 
today's  investors. 


Analysis,  in  sights 

of  our  widely  followed 
investment  experts 
like  Chief  Technical 
Analyst  Ralph  Acampora, 
Chief  investment 
Strategist  Greg  Smith 
and  'The  Voice  of  Wall 
Street,"  Larry  Wachtel, 
help  you  make  sense 
of  global  market  trends. 


Planning.  State-of-the-art 
Personal  Financial  Architect5"1 

software  makes  financial 
planning  easy. 


Asset  Management. 

Full-time  discretionary  portfolio 
management  services  are  tailored 
to  the  needs  of  affluent  investors. 


Performance  Monitoring.  Our  Investment 

Performance  Review  system  calculates  the  dollar- 
weighted  total  return  on  your  account,  providing  a 
clear  picture  of  how  you're  doing. 


We  put  more  resources  behind  our  financial 
advisors,  so  they  can  put  more  into  helping  you 
grow  and  protect  your  wealth.  If  you're  thinking 
about  teaming  up  with  a  financial  advisor,  choose 
Prudential,  and  enjoy  what  full-service  brokerage 
has  to  offer. 


Call  today!  Find  a  Prudential 
Financial  Advisor  near  you,  or  ask 
for  our  free  brochure  explaining 
our  advisory  services. 

1-800-THE-ROCK,  ext. 5563  , 
prudential.com  J 


Prudential  (ft  Financial 

Crowing  and  Protecting  Your  Wealth™ 


©  9/01  Securities  products  and  services  are  offered  through  Prudential  Securities,  199  Water  Street,  New  York,  NY  10292,  member  SIPC,  www.prufn.com,  o  Prudential  company. 
Prudential  Financial  is  a  service  mark  of  Prudential,  Newark,  NJ  and  its  affiliates.  'Market  volume  and  volatility  may  cause  delays  in  system  access  and  trade  execution. 


WAL-MART 

lion  retail  transactions  from  the  previ- 
ous day,  while  also  increasing  the  flow 
of  information  hack  to  the  chain's 
r,600  S  ppliers.  The  information  allows 
Wal-Mart  to  concoct  300  custom  as- 
sortments of  products  in  the  household 
chemical  category,  for  instance. 

Wal-Mart  is  notorious  for  playing 
hardball  with  its  vendors,  many  of 
which  set  up  offices  near  its  head- 
quarters in  an  area  referred  to  as  "Ven- 
dorville."  Its  latest  campaign  to  mi- 
cromanage  its  merchandise  demands 
even  more  out  of  the  relationships. 
"They're  taking  advantage  of  the  in- 
tellectual capital  of  their  suppliers," 
says  lames  Postl,  chief  executive  officer 
of  Pennzoil-Quaker  State. 

Three  years  ago  Pennzoil  had  5 
people  devoted  full  time  to  Wal-Mart. 
Now  it  has  20.  Tapping  into  Wal- 
Mart's  sales  data,  Pennzoil  has  created 
30  different  display  variations  of  its 
motor  oil  for  the  chain  (e.g.,  more  in- 
dustrial oils  tor  rural  areas,  auto  oils 
for  city  dwellers),  up  from  5  two  years 
ago.  Postl  resigns  himself  to  the  likeli- 
hood that  the  assortment  will  rise  to 
200  within  a  few  years. 

Pennzoil  is  a  piker  compared  with 
Procter  &  Gamble,  which  has  a  small 
army  of  223  employees  stationed  near 
Wal- Mart's  headquarters.  While  some 
of  the  P&G  staffers  manage  products, 
others  sift  through  Wal-Mart's  data  to 
discern  shopping  trends.  The  company 
now  knows,  for  instance,  that  liquid 
Tide  sells  better  in  the  North  and 
Northeast,  Tide  powder  better  in  the 
South  and  Southwest. 

But  for  all  the  fancy  software,  Wal- 
Mart  still  has  its  work  cut  out  for  it.  In 
Bentonville,  not  far  from  Wal-Mart's 
headquarters,  the  local  Harps  Food 
Store  advertises  that  it  will  match  Wal- 
Mart's  prices  and  touts  its  in  store 
butcher  and  home-baked  Martha  Harp 
dinner  rolls. 

"Wal-Mart's  not  as  personal  as 
they  say  they  are,"  sniffs  Carolyn 
Kullman  as  she  pushes  her  cart  along 
the  aisles  of  Harps. 

Coughlin  doesn't  disagree.  "I'm 
amazed  by  how  much  we  don't  know," 
he  says.  "We're  neophytes."  F 


Friends  in 
High  Places 


Did  Nationwide  Financial  know  it  was 
getting  in  bed  with  a  convicted  felon  when 
it  did  a  golf  course  deal  with  Jack  Franks? 


di  nionni 

A 


BY  RISHAWN  BID0LE 

S  A  HALL  OF  FAME  HOME 
run  slugger  for  the  Min- 
nesota Twins,  Harmon 
(Killer)  Kiilebrew  saw  some 
slick  pitches  in  his  day.  But 
few  were  as  slick  as  the  one  he  got 
from  lack  Dean  Franks  in  the  early 
1980s  to  invest  in  a  golf  course  devel- 
opment in  Rancho  Mirage,  Calif. 

"1  was  impressed  with  him,"  re- 
calls Kiilebrew,  now  retired  in  Ari- 
zona. "His  original  idea  was  a  pretty 
good  one.  If  it  was  actually  built,  we 
could  have  made  some  money.  But  it 
never  happened.  He  took  our  money, 
and  we  never  saw  it  again." 

Franks  would  later  plead 
guilty  to  charges  of  mail  and 
wire  fraud  in  the  deal  and 
was  sentenced  to  60  days  in 
prison.  Investors,  who  also 
included  former  Idaho  con- 
gressman Ralph  Harding 
and  occasional  Forbes  400 
member  I  larold  Alfond,  sav 


$2.5  million  invested  in  the  dea 
Franks  claims  their  losses  were  r 
bigger  than  $600,000. 

Franks,  59,  who  splits  his  tin 
these  days  between  the  posh  Balb« 
Bay  Club  in  Newport  Beach,  Cal; 
and  a  weekend  getaway  in  Mexic 
says  his  offense  was  just  "commit 
gling  funds"  and  that  Harding  use 
political  influence  to  get  him  in 
dieted.  "It  wasn't  as  bad  as  he  painte 
it.  Harding  went  to  the  attorney  ger 
eral  and  told  him  that  because  h 
was  a  congressman,  I  should  b 
indicted." 

"lack  Franks  is  one  name  I  war 
to  forget,"  grumbles  Kiilebrew.  " 
was  horrible." 

But  Franks  is  nothing 
not  persistent.  After  anothe 
fraud  conviction  for  his  rol 
in  the  1987  downfall  of  Vei 
non  Savings  &  Loan,  he 
back  in  business  in  his  mo; 
ambitious  deal  yet.  He  pu 
together    an  investmen 


Gene  Phillips:  Had 

they  lost  $1.5  million  out  of  his  fill  of  Franks.        group  that's  developing 
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Man  is  of  the 

essence. 


Unashamedly  masculine:  the  Portuguese  auto- 
matic chronograph.  A  mechanical 
chronograph  with  a  self-winding  movement  and  small 
seconds  hand.  Ref.  3714  in  stainless 
steel,  $5,950  (suggested  retail  price).  Also  availaPle 
in  1 8  ct.  rose  or  white  gold. 


Since  1868. 
And  for  as  long  as  there  are  men. 
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JACK.  FRANKS 

three-golf-course,  342-home  develop- 
ment on  a  1,000-acre  site  in  ritzy  La 
Quinta,  Calif.,  near  Palm  Springs. 

True  to  form,  Franks  has  attracted 
a  blue-chip  list  of  investors — and 
plenty  of  controversy —  for  his  "Coun- 
try Club  of  the  Desert".  The  investors 
include  General  Nutrition's  former 
chief  executive,  Jerry  D.  Horn,  who  in 
turn  brought  in  his  successor  at  GNC, 
William  Watts,  and  John  Childs,  a  for- 
mer partner  of  LBO-meister  Thomas 
H.  Lee,  who  now  runs  a  private  equity 
fund.  Nationwide  Financial  Services,  a 
publicly  traded  company  controlled  by 
mutually  owned  insurance  giant  Na- 
tionwide Corp.,  is  backing  the  project 


Gene  Phillips,  the  wheeler-dealer  who 
oversaw  the  collapse  of  real  estate  syn- 
dicator  Southmark.  Even  as  he  was 
being  indicted  last  year  (he's  awaiting 
trial)  as  part  of  a  racketeering  sweep 
that  included  members  of  Mafia  fami- 
lies, Phillips  found  time  to  sue  Franks 
over  a  $635,000  loan  Phillips  had  ad- 
vanced to  assemble  the  Country  Club 
site.  Phillips  claimed  in  the  suit  that 
Franks  and  his  partners  stiffed  him  out 
of  $434,665  of  the  loan,  including  in- 
terest, even  after  Phillips  twice  restruc- 
tured the  terms. 

Though  the  suit  was  settled  in 
March,  Franks  contends  that  it  was  in 
retaliation  for  his  refusal  to  give  a  free 
golf  membership  to  Joel 
Lenamon,  a  "consul- 
tant" hired  by  Phillips  to 
collect  the  loan. 

"They  would  have 


busted  loans  made  to  a  former  bi 
ness  associate  by  a  now-defunct  C 
vallis,  Ore.  thrift. 

"He's  a  fascinating  guy,"  man 
Caldwell  on  hearing  of  Franks'  lai 
venture. 

Franks  didn't  waste  time  gett 
back  into  business,  this  time  as  a  h 
speculator.  He  began  assembling 
land  for  the  La  Quinta  project  in  19 
then  hooked  up  with  Grant  Hornbc 
a  home  builder  who  brought  Nati< 
wide  into  the  deal. 

One  of  the  planned  three  g 
courses  is  completed,  with  lush  gn 
rye  and  Bermuda  grasses  sprouting 
congruously  out  of  the  desert  di 
Franks  hosted  a  preview  for  memb 
last  month  with  an  1 1 -hole  round  i 
a  reception  held  in  a  maintenance  sh 
He  claims  to  have  sold  $50  milli 
worth  of  home  sites,  as  well  as  mi 


"He's  dreaming  up  another 
golf  course?  He  never  repaid 
us  for  the  last  one." 


with  $29  million  in  equity  and  debt. 

Apparently  smitten  with  the  deal, 
Joseph  Gasper,  president  of  Nation- 
wide Financial,  chipped  in  another 
$250,000  of  his  and  another  execu- 
tive's money  as  an  equity  investment 
in  the  partnership. 

"Jack's  had  his  ups  and  downs,  but 
he's  proven  to  be  a  great  partner  and  a 
friend,"  swoons  Horn,  who  has  poured 
more  than  $4  million  into  Franks'  ven- 
tures over  the  years  and  is  working 
with  him  on  a  separate  shopping-cen- 
ter project  nearby 

"He  has  a  beautiful  wife.  We're  hav- 
ing dinner  with  them  tonight,  in  fact. 
He's  a  bon  vivant  fellow." 

But  one  person  who  won't  be  sit- 
ting down  to  dinner  with  Franks  is 


been  paid  back  without 
the  lawsuit,"  snorts 
Franks. 

Retorts  Lenamon: 
"He's  mad  because  I 
went  to  his  partners 
and  asked  them  if  they  would 
pay  off  his  debt.  It  greatly  embar- 
rassed him." 

But  Franks  is  apparently  a  hard 
guy  to  embarrass.  Recalls  Assistant 
U.S.  Attorney  Lance  Caldwell,  who 
helped  prosecute  Franks  in  the  Vernon 
scandal:  "He  told  me  jail  didn't  bother 
him.  'Hey,  you  cannot  destroy  my 
brain.  When  I  get  out,  I'll  figure  some- 
thing out.'  That  was  his  view  toward 
life,  that  we  may  have  gotten  him  on 
this  one,  but  he's  smarter  than  us  and 
he'll  get  back  in  the  saddle."  Franks 
served  six  months  in  a  halfway  house 
in  1989  for  funneling  kickbacks  to 
Vernon's  chief  executive,  as  well  as  for 
recruiting  "straw  borrowers" — in- 
cluding his  own  wife — to  cover  up 


than  100  golf  memberships  at  $90,C 
per  family. 

"The  project  speaks  for  itself," 
declares.  "I  paid  the  price  for  my 
activities  ten  years  ago.  And  I  h 
partners  who  have  done  business  w 
me  before  my  problems.  That  shoi 
say  something." 

Does  Nationwide  have  a  proble 
with  Franks'  colorful  history?  "We 
due  diligence,  and  we  think  it's  a  ve 
very  good  business  plan,"  says  Bri 
Ellis,  the  president  of  Nationwide  F 
alty  Investors.  Later,  a  Nationwi 
flack  qualified  that  statement,  sayi 
the  company  is  looking  into  t 
matter. 

Harmon  Killebrew  is  less  generoi 
"He's  dreaming  up  another  golf  cour: 
He  never  repaid  us  for  the  last  one 
was  supposed  to  build."  Adds  Hardir 
who  now  works  for  the  Department 
Agriculture:  "So  he's  at  it  again,  huh 
feel  sorry  for  the  insurance  compa 
that  put  up  the  money." 
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CKFATTVF  GIVING 


FOR  GOD'S  SAKE,  WHY  ARE  WE 
being  attacked  lor  a  program 
that's  actually  produced  re- 
sults?" asks  Pfizer  Chairman 
Henry  McKinnell,  tensing  to 
ramrod  posture  in  his  chair. 

McKinnell  is  defending  Pfizer's 
seemingly  generous  program  to  give 
away  its  AIDS-related  drug,  Diflucan,  to 


government  clinics  in  South  Africa. 
Pfizer  intends  to  expand  the  free-drug 
program  to  50  poor  countries,  which 
together  have  an  estimated  12  million 
people  infected  with  human  immuno- 
deficiency virus.  Diflucan,  an  antifungal 
medicine,  is  used  to  treat  devastating 
infections  that  commonly  strike  people 
infected  with  HIV.  Worldwide  Diflucan 


sales  total  $1  billion  a  year. 

What  could  be  wrong  with  sucl 
charity?  After  all,  Pfizer  is  donating  it 
medicine  while  companies  like  Merc] 
and  Bristol-Myers  Squibb  have  only  cu 
the  prices  of  their  AIDS  drugs.  Plenty  i 
wrong,  in  the  view  of  several  nonprofii 
humanitarian  groups,  including  Doq 
tors  Without  Borders,  Oxfam  Internal 
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TIME   TRAVEL.  HOROSCOPES 


EXTRASENSORY  PERCEPTION 


IF   IT   WERE   ONLY   THAT  EASY 


ANTICIPATE      THAT'S    A    GOOD  POLICY. 

At  Kemper  Insurance,  when  we  anticipate  what  a  customer  needs,  we  draw  upon  hard  work  and  experience, 
creating  customized  solutions  to  meet  those  needs.  Sure,  it's  not  as  flashy  as  some  other  methods  out  there.  But 

done  right,  it  has  enormous  benefits  for  our  customers.  With  nearly  90  years  behind  us,  it's  safe  to  say  we've 
seen  almost  any  problem,  catastrophe  or  disaster.  So,  we  can  help  you  be  prepared  if  one  should  unfortunately 
happen  to  you.  And,  by  the  way,  we'll  never  seek  the  advice  of  a  crystal  ball.  For  more,  call  your  independent 

Kemper  Insurance  agent  or  broker,  visit  us  at  www.kemperinsurance.com  or  call  toll  free  1-866-2KEMPER. 


(C  Kemper, 

Insurance  Companies 


The  policies  that  matter" 


CREATIVE  GIVING 


tional  and  Treatment  Action  Cam- 
paign, a  South  African  advocacy  group 
for  people  with  HIV/AIDS.  Rather  than 
donate  drugs,  these  groups  argue,  Pfizer 
instead  should  lower  the  price  of  a 
needed  medicine  and  allow  inexpensive 
generics  into  the  market. 

This  is  not  as  crazy  as  it  may  sound. 
In  South  Africa  drugs  that  are  sold 
cheaply  can  be  distributed  widely  in 
both  public  and  private  outlets,  while 
giveaway  programs  involving  the  gov- 
ernment choke  on  red  tape,  limiting  the 
number  of  people  who  will  get  the  drug. 

Pfizer's  Diflucan  is  donated  only 
through  public-sector  clinics.  That 
means  a  large  segment  of  the  population 
served  by  the  private  sector's  2,500  retail 
pharmacies  do  not  qualify  for  the  free 
drug.  Those  patients  pay  the  retail  price 
of  $8  for  a  200mg  pill,  or  $3,600  to  treat 
cryptococcal  meningitis  for  a  year.  Many 
can't  afford  it.  They  could  turn  to  the 
public  clinics,  except  those  are  already 
hugely  overburdened  and  not  equipped 
to  handle  private-sector  patients. 

Instead,  the  aid  groups  argue,  Pfizer 
should  lower  the  price  of  Diflucan  to 
between  20  cents  and  40  cents.  That's 
the  approximate  cost  of  a  generic  ver- 
sion, which  is  barred  in  South  Africa 
but  sold  elsewhere.  Distributed  through 
the  country's  normal  outlets — public 
and  private  hospitals,  clinics  and  phar- 
macies— the  drug  could  be  obtained  by 
many  more  people.  Poor  patients  could 
always  get  government  aid.  "It  turns 


Politics  of  Pricing 


Under  pressure  from  generic  manufacturers  and  AIDS 
groups,  drug  firms  have  sharply  cut  their  prices  in  Africa. 

Company 
Drug 

PRICE  PER  YEAR 

Discount 

Wholesale 

Merck 

Crixivan 

Stocrin 

$600 
500 

$6,520 
2,540 

Bristol-Myers  Squibb 
Zerit  and  Videx1 

365 

8,560 

GlaxoSmithKline 
Epivir  and  Retrovir1 

730 

7,890 

Abbott  Laboratories 

Kaletra 

Norvir 

at  cost 
at  cost 

5,870 
8,912 

Boehringer  Ingelheim 
Viramune 

free 

3,406 

'In  combination.  Sources:  Healthcare  Distribution  Management  Association;  Forbes. 

out  to  be  a  very  conditional  gift,"  says 
Daniel  Berman,  coordinator  of  Access 
to  Essential  Medicines  Campaign,  a 
unit  of  Doctors  Without  Borders. 

In  South  Africa  4.7  million  of  its  42 
million  people  are  HIV  positive.  Al- 
though the  program  was  announced  in 
the  spring  of  2000,  only  4,000  patients 
have  received  the  Pfizer  antifungal  in 
120  of  the  several  thousand  public  clin- 
ics and  hospitals.  The  company  origi- 
nally projected  that  50,000  people 
would  get  the  drug  over  two  years.  It's 
been  slow  going  because  the  company 
had  to  meet  with  officials  from  each  of 
South  Africa's  nine  provinces,  establish 
criteria  for  who  would  get  and  adminis- 
ter the  drug,  and  ensure  that  the  drug 
wouldn't  be  diverted  out  of  the  country. 


More  cuts,  please:  Pretoria  protest. 

"What  are  they  talking  about?" 
gues  McKinnell,  a  target  of  AIDS  groi 
for  defending  drug  patent  rights.  Ti 
giveaway  program,  he  says,  is  aimed 
getting  Diflucan  into  the  hands  of  in 
gent  patients  who  are  served  by  t 
government — not  the  general  popu 
tion.  Besides,  he  argues,  price  is  not  I 
reason  badly  needed  drugs  don't  | 
widely  distributed.  "It  is  the  lack  of  e 
ucation,  infrastructure  and  the  secur 
to  get  the  drugs  responsibly  used." 

Will  Pfizer  take  a  tax  deduction  : 
its  program?  "It's  an  offensive  qui 
tion,"  McKinnell  snaps.  "Absolutf 
offensive!" 

He  shouldn't 
so  defensive, 
course  Pfizer  v* 
take  a  deduction 
but  even  with  the 
benefit,  it  will  aim' 
certainly  be  out 
pocket  for  maki 
pills  and  giving  th< 
away.  Pfizer  hasn't 
vealed  its  manufc 
turing  cost,  but  t 
number  is  probal 
between  40  cents  a 
80  cents  a  pill. 

None  of  this 
good  enough  for  I 
humanitarii 
groups,  who  suggest  Pfizer  should 
more  like  its  competitors.  Under  pr 
sure  from  generic  manufacturers  a 
protesters,  Merck  lowered  the  price 
its  two  AIDS  drugs  to  cost  in  March 
residents  of  40  developing  countries 
makes  no  distinction  between  pub 
and  private  markets.  Also  in  March  Br 
tol-Myers  started  selling  two  of  its  AI 
drugs  at  below  cost  and  has  allow 
generics  to  come  into  the  sub-Sahar 
market. 

McKinnell  doesn't  seem  ready 
change  his  mind.  "We  are  doing  mc 
good  for  people  than  any  otf 
pharmaceutical,"  he  says  defiant 
"We  should  all  be  working  togetr 
to  get  this  horrible  problem  unc 
control." 
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Before  selling  your  company, 
find  out  if  it  has  some  undiscovered  value. 


There's  nothing  worse  than  finding  out  that  your  company  is  worth  a  mint  after 
you've  sold  it.  The  fact  is  our  sell-side  due  diligence  and  advisory  services  can  help 
you  identify  structuring  and  value  creation  opportunities  that  can  greatly  increase  the 
worth  of  a  divestiture.  In  addition,  our  information  gathering  and  advisory  services 
better  prepare  your  management  team  and  investment  bankers  for  the  buyer's 
due  diligence.  So  let  us  do  some  investigating  for  you.  Who  knows,  you  may 
end  up  with  a  deal  greater  than  anything  you  could  have  possibly  wished  for. 


From  thought  to  finish: 
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f  Automotive  t  a 

Innovation 

HOLLJ  MODERN  TECHNOLOGY  15  DRIVING  THE  INDUSTRY  TO  NEW  DE5TINRTIOP 


Recent  events  in  Rmerica 
—  events  we'd  all  love  to 
forget  —  were  an  indelible 
reminder  of  our  mortality. 
They  made  a  great  many  of 
us  stop  and  consider  how 
we  spend  our  days,  not  to 
mention  our  lives.  Is  what 
we're  doing  worthwhile? 
Does  it  make  a  difference? 


For  those  involved  in  the  auto- 
motive industry,  jobs  that  may 
seem  anonymous  and  under- 
stated —  that,  on  the  surface, 
seemingly  affect  few  of  us  —  can  be 
profoundly  important.  So  much  of 
modern  America  is  defined  by  its  mobil- 
ity. A  tiny  bearing  that  is  poorly  designed, 
and  consequently  fails,  can  stop  the 
most  sophisticated  automobile  in  its 
tracks.  An  ignition  module  that  misfires 
can  leave  us  stranded  far  from  home.  A 
malfunctioning  fuel  filter  on  a  tractor-trail- 
er, loaded  with  groceries  for  your  neigh- 


borhood store,  means  the  produce  \a 
arrive  in  time. 

Brakes  that  fail,  airbags  that  don't 
seat  belts  that  don't  hold  you  tight  — 
consequences  created  when  componi 
Ijke  that  aren't  properly  designed,  mi 
factured  or  installed  can  be  far  more  c 
than  a  mere  inconvenience. 

The  people  who  design  and  build  \) 
cles,  and  the  thousands  of  pieces  c 
tained  therein,  affect  an  enormous  poi 
of  our  population. 

Is  the  work  they  do  important? 

Oh,  yes. 


A.  car 

that  can  see 
and  talk? 


"Very  responsive." 

Delphi  Automotive  Systems  is 
working  to  make  vehicles  respond 
to  drivers  as  well  as  the  road.  Our 
Communiport-  Mobile  MultiMedia 
Systems  can  navigate,  download, 
read,  listen  and  speak.  Our 
Forewarn*' Collision  Avoidance 
Systems  will  help  drivers  see 
360  degrees  around  them.  And 
our  4 2 -volt  system  can  power 
all  this... and  more.  To  find  out 
more  about  how, these. future 
technologies  can  respond  to 
you,  visit  www.delphiauto.com. 


LPHI 


Auloinoiivd  SVston  i: 


CD  r  i  v  i  n  q  To 


The  all-new  2002  Escalade.  Astonishing  control  that  dispels  the  whole  SUV  handling  oxymoron,  courj 
of  StabiliTrak,  Technology  that  will  impress  your  mind  with  the  likes  of  concierge  service,  e-mail  acd 
and  stock  info  via  OnStar.*  And  a  345-hp  soul  that  sets  it  all  in  motion.  There's  no  feeling  like  beirj 
command  of  the  most  powerful  SUV  in  the  universe.  Though,  erasing  the  smile  from  the  face  of  a  pomp| 
45-degree  curve  doesn't  feel  too  bad  either. 

*Orte-year  OnStar  premium  contract  is  standard.  A  service  subscription  and  advance  payment  for  personal  calling  minutes  are  required.  Selected 
market.availabiiity.  Call  I-800-ONSTAR.-7  for  system  limitations  and  details.  ©2001  GM  Corp.  All.rights  reserved.  Cadiltac  Cadillac  badge,„  EscaladJ 
OnStar  StabiliTrak.  Visit  cadiUac.com  or  calll,800.333.4CAD. 
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Among  Delphi's  most  highly  anti 
allows  drivers  to  unlock,  enter  and 


"Big  things,"  said  a  19th-century  philoso- 
pher, "are  made  up  of  many  little  things. 
One  missing  brick  can  collapse  a  wall."  In 
the  next  few  pages,  you'll  read  about  com- 
panies, and  people,  that  look  to  the  future 
of  transportation.  And  try  to  do  something 
to  make  it  better. 

DELPHI  AUTOMOTIVE  SYSTEMS 

The  importance  of  staying  a  step  ahead 

A  great  many  consumers  assume  that 
automobile  manufacturers,  well,  manufac- 
ture automobiles. 


Delphi's  Column  Integrated  Module 


They  don't.  They  assemble  them. 

Here's  how  one  supplier  explains  it: 
"Would  you  expect  that  the  steak  dinner 
served  at  your  local  restaurant  came  from 
cattle  that  the  chef  raised  and  butchered? 
That  he  served  the  meal  on  plates  he 
made,  on  a  tablecloth  he  sewed?" 

While  major  manufacturers  do  in  fact 
design  and  build  many  components,  they 
look  to  outside  suppliers  for  the  vast 
majority  of  parts  in  addition  to  general 
technology.  One  of  the  largest  suppliers 
is  Delphi  Automotive  Systems,  a  Troy, 
Michigan-based  company  outfitted  with 


more  than  200,000  employees  and  197 
manufacturing  facilities  scattered  across 
the  globe  that  managed  to  rack  up  sales 
of  $29.1  billion  in  2000. 

Delphi  parts  are  used  in  the  construc- 
tion of  vehicles  built  by  more  than  30  man- 
ufacturers, ranging  from  Alfa-Romeo  to 
Volkswagen,  Ferrari  to  Ford,  General 
Motors  to  BMW.  Delphi's  product  lineup 
is  so  diverse  that  it  challenges  the  imagi- 
nation. You  wouldn't  expect  a  company 
that  is  currently  developing  a  magneto 
rheological  suspension  control  for  Cadillac 
to  build  power  steering  hoses,  or  pioneer 
technology  that  could  essentially  help  pre- 
vent head-on  collisions,  or  sell  $54  million 
worth  of  power  sliding  doors  to  European 
manufacturers.  And  you  would  probably 
be  really  surprised  to  learn  that  Delphi 
connectors  are  used  to  link  the  White 
House  media  center  with  a  fiber-optic 
system  for  television  transmission. 

J.T  Battenberg,  the  chairman,  president 
and  CEO  of  Delphi  Automotive  Systems, 
says  his  company  is  committed  to  "sup- 
porting vehicle  manufacturers  as  they 
address  significant  shifts  in  the  industry. 
These  shifts  are  driving  dramatic  changes 
in  safety  technologies,  environmental 
technologies  and  overall  vehicle  electrical 
and  electronics  content." 

As  an  example,  Battenberg  cited 
Delphi's  Passenger  Occupant  Detection 
System  (PODS)  which  is  entering  the 
American  market  this  year  "in  response  to 
demands  for  advanced  adaptive  restraint 
systems."  According  to  Battenberg,  "GM, 
Ford  and  DaimlerChrysler  have  already 


»re 

or 

use 
fey 


selected  Delphi's  PODS  technology, 
we  recently  booked  new  business  wh 
major  European  manufacturer." 

Here's  how  PODS  works:  Technol 
pioneered  by  Delphi  can  detect  the  pn 
ence  and  relative  stature  of  the  occup 
of  a  car  seat,  which  allows  the  system 
tailor  airbag  deployment  according  to 
occupant's  weight,  size  and  positi 
"With  these  contracts,"  Battenberg  sa 
"our  revenue  for  PODS  has  the  poten 
to  grow  to  in  excess  of  $300  million  an 
ally  by  2004." 

Another  of  Delphi's  latest  technolog  ne 
breakthroughs  is  the  X-by-Wire  system 
network  of  electronic  control  modu 
similar  to  those  on  modern  jetliners,  X 
Wire  replaces  traditional  mechanical 
hydraulic  linkages  between  driver  contn 
and  steering  and  braking  systems.  A 
then  there's  the  Column  Integrat 
Module,  a  fully  assembled  and  exte 
sively  tested  steering  column  system  tl 
can  substantially  reduce  complexity 
integrating  switch  functions  such  as  hfei 
lights,  wipers,  turn  signals  and  cruise  ,c( 
trol.  So  advanced  is  the  Column  Integ 
ed  Module  that  it  can  even  be  provi^il 
with  a  steering  wheel  and  airbag  for 
boJt-in  efficiency.  Among  Delphi's  m 
highly  anticipated  new  technologies 
Keyless  Go,  which  allows  drivers 
unlock,  enter  and  start  a  car  without  ev 
having  to  use  a  key.  The  system  is  t 
gered  by  an  electronic  device  sm 
enough  to  be  carried  in  a  pocket  o 
purse  that  enables  the  vehicle  to  esse 
tially  "read"  the  presence  of  the  owne 


: 
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new  technologies  is  Keyless  Go,  which 
tar  without  ever  having  to  use  a  key. 


ere  is,  of  course,  much  more.  Delphi 
ust  increased  its  portfolio  of  patents 
:  ore  than  5,000,  and  will  spend  $1.8 
n  on  research  and  development  this 
I  alone. 

|)  what's  next?  Use  your  imagination. 
:iuse  Delphi's  employees  certainly  will. 

TIMKEN  COMPANY 
ory  builds  for  the  future 

e  sepia  photograph  of  Henry Timken 
s  him  a  gruff,  thoughtful  counte- 
;e,  with  piercing  eyes  and  a  soup- 
ner  moustache.  Those  eyes  had  seen 
In  1838,  at  the  age  of  seven,  he  and 
amily  boarded  a  ship  and  made  the 
lrdous  Atlantic  crossing  from  Ger- 
y  to  New  Orleans.  Very  soon  there- 
r,  Timken  journeyed  to  St.  Louis, 
re  he  would  toil  in  comparative 
;urity  until  —  as  has  happened  so 
y  times  in  America  —  he  developed 
Dduct  that  was  badly  needed, 
forking  in  a  St.  Louis  carriage  factory, 
iry  Timken  invented  the  tapered  roller 
ring  —  a  significant  feat  that  allowed 
he  replacement  of  antiquated  bear- 
,  which  had  a  tendency  to  seize  on 
age  axles.  Bearings  had  been  a  noto- 
sly  weak  link  in  the  development  of 
e  dependable  transportation,  and 
ken  fixed  it.  The  technology  was 
lediately  adaptable  to  the  fledgling 
>  industry. 

1901 ,  Timken  moved  his  company  to 
ton,  Ohio,  where  it  has  since  expand- 
>it  a  steady  pace  while  continuing  to 
I  the  bearing  industry  with  one  inno- 


vation after  another.  Whether  designing 
tiny  bearings  for  dentist  drills  or  the  enor- 
mous bearings  used  in  construction 
equipment,  Timken  always  manages  to 
come  out  on  top.  The  company  also  has 
become  a  leader  in  the  steel  industry,  spe- 
cializing in  alloys  as  well  as  specialty  steels 
and  related  components.  With  its  20,000 
employees,  44  manufacturing  sites  in  13 
countries  and  sales  in  2000  of  $2.6  billion, 
Timken  is  the  sort  of  company  you 
seldom  hear  about,  but  without  which  a 
tremendous  number  of  technologies 
would  be  adversely  impacted. 

As  it  has  been  since  the  company's 
inception,  research  and  development  con- 
tinue to  play  a  huge  role  inTimken's  future. 
The  250,000-square-foot Timken  Research 
Facility  has  a  staff  of  about  300  profes- 
sionals who  staunchly  refuse  to  accept 
the  status  quo  within  their  chosen  fields. 
Specialized  labs  are  dedicated  to  metrolo- 
gy, tribology  and  electronics,  and  a  vast 
technical  library  supports  research.  CAD 
(computer-aided  design),  FEA  (finite  ele- 
ment analysis)  modeling  and  advanced 
bearing  design  are  all  performed  within 
the  facilities. 

The  company's  core  business,  howev- 
er, remains  transportation-related.  Timken 
and  an  affiliate  recently  signed  an  agree- 
ment to  supply  Toyota  with  tapered  roller 
bearings  —  the  very  product  that  got 
Timken  started. 

Timken  also  has  expanded  its  line  of 
heavy-duty  wheel  and  driveline  products 
aimed  primarily  at  tractor-trailer  trucks.  The 
comprehensive  lineup  consists  of  the  com- 


pany's old  standby,  tapered  roller  bearings, 
as  well  as  MileMate  matched  wheel  bear- 
ing sets,  Wheel  Boss  wheel  end  systems, 
DT  Components  differential  and  transmis- 
sion rebuild  kits,  and  multiple  related  parts. 

"Over  the  years,  our  products  have  per- 
formed mile  after  mile  in  support  of  the 
competitive  over-the-road  carrier,"  says  Jack 
Cameron,  general  manager  of  Timken's 
North  American  aftermarket  division. 
"Heavy-duty,  original-equipment  manufac- 
turers have  looked  toTheTimken  Company 
for  more  than  100  years.  This  level  of  qual- 
ity and  reliability  also  can  be  found  in  our 
heavy-duty  aftermarket  product  lineup." 

Cameron  is  equally  enthusiastic  about 
providing  the  company's  distributors  as 
well  as  end  users  with  exceptionally 
high-quality  products.  "The Timken  com- 
mitment to  quality  throughout  the  supply 
chain  supports  our  distributors,"  Cameron 
says,  "and  proves  our  dedication  to 
increasing  our  end  users'  uptime  and 
reducing  their  cost  per  mile." 

It  is  precisely  this  sort  of  innovation  that 
has  enabled  Timken  and  its  employees  to 
stay  on  top  of  the  industry  for  more  than 
a  century.  Last  September,  Timken  paid  a 
quarterly  cash  dividend  to  its  common 
stockholders  for  the  317th  time  in  a  row. 

Gruff  or  not,  Henry  Timken  would 
be  proud. 

CADILLAC  ESCALADE 
When  you  want  it  all 

So  many  of  us  have  had  a  rough  year. 
Michael  Wood  is  no  exception.  "I  wanted 
to  reward  myself,  and  my  family,  with 


Our  steel  is  the  world's  purest, 
because  the  landing  has  to  be  flawless 


high-stress,  narrow-tolerance  situations, 
imken"5  steel  performs.  For  the  hypercritical 
needs  of  transportation,  medicine,  and  industry, 
Timken  provides  the  widest  range  of  engineered 
alloys  in  the  world.  Where  steel  just  won't  do, 

performing  every  day. 


TIM 


WORLDWIDE  LEADER  IN  BEARINGS  AND  STEEL 
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"The  2002  Escalade,  with  its  distinct  design 
a  new  direction  for  Cadillac's  portfolio  that  wil 

—  Susan  Docherty,  Brand  Manager,  Cadillac  Escalade 


i 


something  really  nice.  Something  we'd  all 
enjoy."  Wood  and  his  family  do  a  lot  of  trav- 
eling, and  he  wanted  it  all  —  a  vehicle  with 
comfort,  utility,  safety  and  plenty  of  per- 
formance. In  the  end,  only  one  vehicle  fit 
all  that  criteria:  the  2002  Cadillac  Escalade. 

"The  Escalade  has  been  a  catalyst  in 
attracting  a  new  and  important  cus- 
tomer to  Cadillac  showrooms,"  explains 
Susan  Docherty,  brand  manager  for  the 
Escalade.  "The  2002  Escalade,  with  its 
distinct  design  and  innovative  technolo- 
gies, signifies  a  new  direction  for  Cadil- 
lac's portfolio  that  will  further  broaden 
the  company's  appeal." 

Without  question,  the  all-new  Escalade 
has  raised  the  bar  for  sport  utility  vehicles 
in  a  big  way.  The  thundering  345-horse- 
power  6.0-liter  Vortec  V-8  engine  gives  the 
Escalade  more  torque  and  horsepower 
per  liter  than  any  SUV  ever  made.  With  its 
sure-shifting  Hydramatic  4L60-E  electron- 
ically controlled  four-speed  automatic 
transmission  with  overdrive,  the  Escalade 
can  easily  tow  up  to  8,000  lbs. 

In  terms  of  safety,  the  Escalade  is  virtu- 
ally unmatched.  On  the  all-wheel-drive 
model,  Cadillac  has  supplemented  its  con- 
ventional traction  control  with  StabiliTrak, 
a  computer-linked  system  that  can  sense 
when  a  wheel  is  losing  traction  —  e.g., 
when  sliding  on  a  patch  of  ice.  StabiliTrak 
can  cut  the  power  to  that  one  wheel  and 
gently  apply  braking  until  the  tire  has 
regained  traction.  It's  a  seamless,  viceless 
process  that  is  most  impressive  when 
demonstrated.  Then  there's  the  computer- 
controlled,  road-sensing  suspension  pack- 


age, which  adjusts  the  suspension  set- 
tings according  to  speed  and  road  condi- 
tions so  that  body  stability,  ride  comfort 
and  vehicle  control  can  all  be  maximized. 

But  that's  only  scratching  the  surface. 
Standard,  as  you  would  expect  on  a  vehi- 
cle this  sophisticated,  are  four-wheel 
disc  brakes  with  anti-lock.  The  Escalade 
comes  with  premium-level  OnStar,  the 
satellite-linked  communications  service 
that,  at  the  touch  of  a  button,  puts  the 
driver  and  passengers  immediately  in 
touch  with  an  OnStar  representative. 
Available  24  hours  a  day,  seven  days  a 
week,  OnStar  operators  offer  everything 
from  emergency  directions  to  the  near- 
est hospital  to  helping  you  locate  a  good 
restaurant  nearby.  OnStar  is  automati- 
cally activated  in  the  event  of  a  collision 
serious  enough  to  cause  one  or  more  of 
the  front  and  side  airbags  to  inflate.  Even 
if  the  occupants  aren't  able  to  commu- 
nicate, OnStar  pinpoints  the  vehicle's 
location  and  immediately  notifies  the 
nearest  authorities.  It's  a  system  that 
has,  quite  literally,  saved  lives. 

There  are  still  more  safety  and  securi- 
ty features,  including  programmable 
daytime  running  lights;  a  Twilight  Sen- 
tinel system  that  turns  on  the  lights  as 
darkness  falls;  an  Ultrasonic  Rear  Park- 
ing Assist  system  that  uses  sensors  in 
the  rear  bumper  to  detect  obstacles 
while  backing  up;  and  a  keyless  remote 
locking  security  system  with  alarm. 

While  the  Escalade  may  seem  too  nice 
to  get  dirty,  it's  more  than  capable  of  han- 
dling some  pretty  rugged  terrain.  There's 


nee 

131 


a  generous  10.7  inches  of  ground  cl<BTE0 
ance,  and  the  big  17-inch  Goodyearii 
season  radials  give  plenty  of  grip  whe 
you're  on  the  road  or  off.  Not  surpris 
considering  the  Escalade  is  built  in 
heart  of  serious  SUV  country  at  G 
modern  plant  in  Arlington,  Texas.  Insj 
the  Escalade  is  unmatched  in  both  lu>l 
and  comfort.  Supple  Nuance  leal  • 
upholstery  and  Zebrano  wood  trim  c 
plement  the  instrument  panel  with 
white-faced  gauges  and  aluminum  ha) 
The  driver  message  center  located  in 
instrument  panel  continuously  morn 
up  to  19  functions.  A  best-in-class 
speaker  Bose  Acoustimass  audio  sys 
comes  with  an  in-dash,  single-load 
disc  CD  changer. 

"I  wanted  it  all,"  says  Michael  Wc 
"and  the  Escalade  delivered."  For  th 
who  want  even  more,  however,  Cadill 
cooked  up  the  Escalade  EXT.  Schedi 
for  release  later  in  the  2002  model  y  . 
the  Escalade  EXT  is  essentially 
Escalade  from  the  rear  doors  forw 
But  don't  be  fooled  —  behind  those 
doors,  the  EXT  has  a  reconfigurable  ca 
bed  that  can  be  used  as  either  a  ca 
trunk  or  a  trucklike  bed.  "Cadillac  rese. 
showed  that  there  was  a  real  need  for 
Escalade  EXT'  says  Docherty.  "Abou 
percent  of  luxury  households  own  a 
sized  pickup,  and  23  percent  of  Cadi 
households  own  a  full-sized  pickup  tr 
With  most  of  these  pickup  owners 
chasing  the  optional  up-level  trim,  tf 
was  a  clear  signal  to  us  that  Cad 
needed  to  tap  into  this  market." 
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fcvative  technologies  signifies 
broaden  the  company's  appeal." 


TEOIM  CORPORATION 
customer's  customer  comes  first 

n  June  29,  2001 ,  the  Visteon  Corpo- 
on  celebrated  an  important  anniver- 
/.  It  had  been  one  year  since  the 
oal  automotive  supplier  became  an 
pendent,  publicly  traded  company. 
i've  turned  in  a  solid  operating  per- 
nance  in  a  tough  environment  and 
eeded  our  projection,"  says  Peter  J. 
tillo,  Visteon  chairman  and  CEO.  "As 
atter  of  fact,  our  corporate  perfor- 
-ice  exceeded  first-year  financial 
Is  at  every  turn." 

steon  was  launched  in  1997  as  a 
toff  from  Ford  Motor  Company,  and 
le  it  continues  to  depend  on  Ford  for 
iness,  Visteon's  ultimate  success  will 
predicated  on  its  ability  to  attract 
/  customers. 

o  far,  that  hasn't  been  a  problem.  In 
0,  with  global  sales  revenues  of  $19.5 
>n,  Visteon  saw  a  45%  growth  in  earn- 
and  booked  more  than  $2.6  billion  in 
v  business  —  37%  of  which  was  non- 
.  By  the  close  of  the  first  half  of  2001 , 
f  business  had  already  exceeded  the 
non-Ford  business  from  the  previous 
'.Visteon  now  serves  the  19  largest 
jcle  manufacturers  in  the  world.  Cer- 
y  Ford  remains  an  important  customer 
Osteon  —  on  the  2002Thunderbird,  for 
ance,  Visteon  supplies  nearly  50  sys- 
s  and  components,  ranging  from  the 
d's  climate  control  system  to  its  dri- 
naft,  axle  and  steering  gear, 
/ith  some  80,000  employees  and  a 
)al  delivery  system  of  more  than  130 


technical,  manufacturing,  sales  and  ser- 
vice facilities  in  25  countries,  Visteon  is 
poised  for  future  growth  with  a  broad 
range  of  remarkably  versatile  products. 
Newer  technological  advancements 
include  a  Brushless  Fuel  Pump  that 
reduces  weight  and  can  increase  fuel 
economy  as  well  as  a  Slip-in-Tube  Drive- 
shaft  that  uses  lightweight  technology  to 
reduce  weight  and  significantly  enhance 
crash  energy  management.  Also  of  note 
is  Visteon's  Bluetooth  Interface  Module, 
which  allows  drivers  to  connect  mobile 
phones  to  car  audio  systems  for  hands- 
free  use.  Users  can  access  everything 
from  phone  book  entries  to  navigation 
data  through  radio  preset  buttons. 

At  the  forefront  of  Visteon's  research  is 
safety,  which  was  amply  demonstrated  at 
September's  Frankfurt  Motor  Show  in 
Germany,  where  the  company  demon- 
strated the  Smart  Radar  "Cocoon" 
system.  One  of  the  unequivocal  highlights 
of  the  show,  the  Cocoon  is  a  360-degree 
"awareness  area"  surrounding  the  exteri- 
or of  the  vehicle  that  features  program- 
mable "sense  zones."  Among  the  prima- 
ry features  of  the  Cocoon  is  the 
long-range,  forward-looking  radar,  which 
allows  Visteon's  Adaptive  Cruise  Control 
(ACC)  to  set  predetermined  speeds  and 
maintain  a  preset  distance  between  the 
driver's  vehicle  and  those  in  front  of  it. 
ACC  automatically  reduces  the  vehicle's 
speed  as  traffic  ahead  slows,  and  acceler- 
ates to  the  original  target  speed  as  it 
clears.  Thanks  to  the  fixed-beam  radar, 
ACC  works  in  poor  weather  conditions 


and  during  periods  of  low  visibility.  The 
Near  Object  Warning  System  uses  con- 
figurable radar  sense  zones  to  warn  dri- 
vers if  another  vehicle  —  or  any  sort  of 
obstacle  —  enters  the  detection  zone. 
Meanwhile,  an  Electronic  Bumper  uses 
electronic  throttle  and  braking  to  maintain 
a  predetermined  minimum  distance 
between  the  driver's  car  and  vehicles  to 
the  front  and  rear.  Short-range  radar  sen- 
sors provide  an  Advanced  Back-up  Aid  as 
well  as  a  Side  Object  Warning  System  to 


Visteon's  Smart  Radar  "Cocoon"  System 


detect  obstacles  to  the  side  and  rear.  Sim- 
ilar radar  sensors  provide  Lane  Change 
Aid,  which  warns  the  driver  if,  during  turns 
or  lane  changes,  another  vehicle  is  in  the 
way  that  could  be  hidden  in  a  blind  spot. 

While  certain  aspects  of  the  Cocoon 
system  may  be  years  away  from  market 
availability,  some  of  the  technology,  such 
as  the  Adaptive  Cruise  Control  and  the 
360-degree  Near  Object  Detection 
System,  should  be  featured  in  select 
new  vehicles  by  2004.  "Safety  is  a  pri- 
ority of  our  customers  and  consumers," 
says  Huw  Davies,  Visteon's  Customer 
Business  Group  Piatform  director.  "This 


.ssociates  2001 


iff  Study  teed  on  a  total  of  54.565  consumer  responses  indicating  owner-reported  problems  dur 
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While  nearly  all  premium  cars  now  come 
with  four-wheel  disc  brakes,  they  were 
available  on  the  Corvette  in  1965  —  a  first 
for  an  American  car. 


technology-driven  system  is  an  example 
of  how  Visteon's  commitment  to  safety 
goes  hand-in-hand  with  our  systems- 
integration  expertise." 

CHEVROLET  CORVETTE 
An  American  icon 

The  Waldorf =Astoria  Hotel  in  Manhat- 
tan, January  16,  1953.  A  band  of  Chevrolet 
executives  paced  nervously,  knowing  full 
well  they  were  about  to  stick  their  collec- 
tive necks  out  for  a  labor  of  love  that,  odds 
were,  would  never  work.  American  manu- 
facturers built  trucks  and  sedans,  not  little 
two-seat  sports  cars.  That  was  for  the 
British,  who  seemed  to  have  a  flair  for  it. 

Arguably  the  most  nervous  among  the 
GM  execs  was  Myron  Scott,  a  public  rela- 
tions manager.  The  call  had  gone  out 
internally  that  the  company  needed  a 
name  for  the  little  sports  car.  Back  then, 
companies  somehow  managed  to  name 
products  without  spending  millions  on 
consultants  and  focus  groups.  A  car  could 
even  be  named  by  a  public  relations  man- 
ager who  thumbed  through  the  dictionary 
looking  at  nouns  until  he  just  happened  to 
come  upon  "corvette." 

At  the  Waldorf  on  that  cold  winter  day 
in  1953,  Myron  Scott  explained  to  the 
group  of  skeptical  reporters  there  to  see 
the  new  car  that  a  "corvette"  was  a  type 
of  small  warship.  And  while  this  had  noth- 
ing to  do  with  the  car,  the  name  sure 
sounded  good.  What  did  it  matter 
anyway?  It  wasn't  likely  that  the  Chevrolet 
Corvette  would  be  sticking  around  long 
enough  for  anyone  to  contemplate  where 


the  name  came  from.  Certainly,  the  odds 
were  against  it.  The  1953  Corvette  was 
powered  by  a  weak-willed  "Blue  Flame" 
six-cylinder  engine;  and  though  it  was 
undeniably  stylish,  showrooms  were  full 
of  stylish  cars  back  in  the  1950s.  But  there 
were  people  at  GM  who  believed  in  the 
Corvette,  believed  that  an  American  man- 
ufacturer could  indeed  build  a  world-class 
sports  car,  a  signature  vehicle.  People  like 
Ed  Cole,  Chevrolet's  general  manager.  By 
1957,  he  commissioned  a  full  racing  ver- 
sion of  the  Corvette,  complete  with  a 
magnesium  alloy  body  and  a  tubular  steel 
frame.  The  concept,  Cole  said  then,  was 
"to  study  new  ideas  to  determine 
whether  they  might  eventually  be  refined 
and  offered  in  regular  passenger  cars." 

While  innovations  like  the  magnesium 
body  never  reached  the  level  of  production, 
the  Corvette  did  indeed  become  a  rolling 
test  bed  for  new  technology.  The  Corvette's 
fiberglass  body,  for  one,  was  a  ground- 
breaker.  Today,  virtually  every  car  has  a  fuel- 
injected  engine;  the  Corvette  was  available 
with  fuel  injection  in  1957.  Most  all  Chevro- 
lets  now  have  a  single  "serpentine"  belt 
replacing  several  underhood  belts  like  the 
one  that  runs  the  power  steering  pump  or 
the  air-conditioning  compressor.  The 
Corvette  had  a  serpentine  belt  in  1984.  And 
while  nearly  all  premium  cars  now  come 
with  four-wheel  disc  brakes,  they  were 
available  on  the  Corvette  in  1965  —  a  first 
for  an  American  car. 

The  list  goes  on  and  on.  Consistently, 
the  Chevrolet  Corvette  has  led  the  way 
in  automotive  technology,  and  the  2002 


model  is  no  exception.  Inarguably 
most  sophisticated  mass-produc 
American  automobile  available  today, 
latest  Corvette  features  a  level  of  te 
nological  ingenuity  that,  if  tradition  ho 
is  sure  to  turn  up  later  on  lesser  mod' 
Among  the  most  innovative  feature: 
the  second-generation  Active-Handli 
System,  which  features  dynamic  r 
brake  proportioning  to  prevent  r 
wheel  lockup  as  well  as  rear  brake  ; 
bility  control  to  assist  the  driver  un1 
light-braking,  high-acceleration  cop 
tions.  Additionally,  the  system  work: 
concert  with  integral  traction  contrc 
order  To  limit  wheelspin. 

Much  like  Ed  Cole  envisioned  in  195 
special  edition  Corvette  today  serves  i 
testing  ground  for  ultra-high-performa 
components.  The  2002  Z06  —  so  nan 
for  a  high-performance,  very  limited  r. 
duction  Z06  model  in  the  1960s  —  pun 
out  an  incredible  405  horsepower  for  a  | 
tormance  that's  on  par  with  a  numbe 
flat-out  race  cars.  So  whether  you're 
ping  racetracks  in  record  time  or  brav 
rush-hour  traffic,  the  Z06  delivers  witr 
elegant  mix  of  raw  power  and  savoir  fe 
Speaking  of  savoir  faire,  this  year's  mc 
comes  with  every  luxury  feature  ima 
able,  from  air-conditioning  to  cruise  cor 
to  a  killer  stereo. 

If  you  visit  the  Corvette  plant  in  Bow 
Green,  Kentucky,  you  may  sense  a  to 
of  smugness  on  the  part  of  not  only 
workers,  but  even  the  residents  the 
selves.  It's  not  smugness,  though.  It's 
confidence  that  comes  with  the  knc 


At  Visteon,  we're  tuning 
automotive  technology  to  your  customers. 


for  innovative  ways  to  strike  a  chord 
iur  customers?  Think  Visteon. 

technologies  give  drivers  a  variety 
to  personalize  their  vehicles,  while 
differentiate  your  brand.  And  we 
up  with  systems  integration  expertise 
e  it  all  work  together  for  optimal 
nance.  For  example,  multi-zone 
control  lets  all  passengers  control 
ersonal  comfort,  from  a  single 


modular  system.  And,  Visteon  Fingerprint 
Recognition  represents  the  ultimate  in 
personalization  -  providing  fingerprint 
access  and  memory  to  automatically  adjust 
for  driver  or  passenger  preferences.  So  if 
you're  looking  for  innovative  ways  to  allow 
your  customers  to  personalize  their  vehicle, 
think  Visteon. 

Call  us,  or  visit  visteon.com  and  enter  the 
code  "perlOf"  in  the  VISTconnect  field  on 
our  home  page. 


Visteon  MACH" 
Digital  Signal  KB 

Processing  allows  K8 
each  audio  unit 
to  be  custom  programmed  -  during  vehicle 
assembly  -  for  maximum  performance. 


Visteon 


See  the  possibilities 


www.visteon.com  VISTcOnnect  code:  perl  Of  1.800.VISTEON 
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"The  Tahoe  is  always  being  refined,  but 
remains  true  to  its  mission  of  being  a 
genuine  sport  utility  vehicle." 

—  Steve  Ramsey,  Brand  Manager,  Chevrolet  Tahoe 


edge  that,  for  almost  50  years,  the 
Corvette  has  remained  on  top  —  unas- 
sailable proof  that  America  can  in  fact 
build  a  world-class  sports  car.  In  1996, 
Myron  Scott  took  his  last  ride  in  a 
Corvette,  a  1997  model  that  was  the  first 
of  the  current,  fifth-generation  Corvettes. 
Scott  was  90,  and  it  had  been  more  than 
40  years  since  he  had  come  up  with  a 
name  for  the  once  implausible,  now  leg- 
endary, American  sports  car.  "Wonderful," 
he  was  heard  to  say  as  he  emerged  from 
the  bright  red  Corvette.  "Just  wonderful." 


CHEVROLET  TAHOE 
Silk  and  steel 

It  happens  in  the  automotive  world,  but 
only  rarely:  An  innovative  vehicle  debuts 
and  gets  it  so  right  that  there's  very  little 
to  adjust  or  redesign  down  the  road. 
That's  what  happened  with  the  2001 
Chevrolet  Tahoe.  Seeing  as  there  were  no 
major  changes  that  could  be  made,  the 
2002  Tahoe  is  only  minorly  different  from 
its  predecessor. 

"The  Tahoe  is  always  being  refined," 
says  Tahoe  brand  manager  Steve  Ramsey, 


"but  remains  true  to  its  mission  of  being 
a  genuine  sport  utility  vehicle." 

Clearly,  Chevrolet  engineers  and 
product  planners  actually  think  about 
that  mission.  Combining  "sport"  and 
"utility"  is  a  rather  tall  order.  A  template 
SUV  should  be  rugged,  but  not  brutal; 
roomy,  but  not  unmaneuverable. 

It's  like  expecting  your  horse  to  pull  a 
wagon  one  minute  and  run  a  steeple- 
chase the  next. 

The  Tahoe  is  based  on  the  Chevrolet 
pickup  truck,  a  benchmark  vehicle  when 
it  debuted  in  1999  as  the  first  major 
makeover  since  1988.  It's  built  on  an  all- 
welded  ladder-type  frame  for  maximum 
strength  and  rigidity.  The  brakes  are 
huge  four-wheel  discs  with  a  standard 
four-wheel  anti-lock  system  that  are 
best  in  class. 

Under  the  hood,  you  have  a  choice  of 
two  overhead-valve  V-8  engines  —  both 
very  similar  in  design  to  the  V-8  that 
powers  the  Corvette.  The  4.8-liter  V-8 
pumps  out  275  horsepower;  the  5.3-liter 
gives  you  285  horsepower.  The  primary 
difference  between  the  two  engines, 
however,  is  in  the  torque  or  pulling  power 
they  produce,  translating  directly  to  a  vehi- 
cle's ability  to  tow  and  carry  loads. 

The  4.8  has  a  highly  potent  290  foot- 
pounds of  torque,  while  the  5.3  has  a 
whopping  325.  When  properly  equipped, 
the  four-wheel-drive  Tahoe  can  pull  an 
3,700-pound  trailer.  The  transmission,  a 
four-speed  automatic,  shifts  as  smoothly 
as  a  luxury  car  gearbox,  and  is  not  cowed 
by  heavy  loads. 


Superficially,  the  Tahoe  may  c 
across  as  fairly  industrial,  which  isn 
that  surprising  given  its  pragmatic  rq 
But  whether  it's  the  base  LS  or  the 
mium  LT,  the  interior  features  a  ra 
standard  luxury,  safety  and  comfort  e< 
ment  ranging  from  air-conditionin 
front  and  side  airbags. 

While  the  Tahoe  is  available  with 
wheel-drive,  the  majority  of  customer; 
for  four-wheel-drive.  However,  theTah 
AutoTrack  system  has  a  setting  that  all 
you  to  travel  in  rear-wheel-drive  (for  b 
economy  and  less  wear  and  tear  on  p 
until  an  onboard  computer  senses  tha 
rear  wheels  are  losing  traction.  When 
happens,  power  is  shifted  to  the  I 
wheels  until  the  rear  wheels  have  rega 
their  grip.  It's  a  seamless  system  that 
probably  won't  be  aware  of  until  you  j 
ally  need  it.  For  serious  off-roadinc 
course,  the  four-wheel-drive  Tahoe  co 
equipped  with  low-range  gearing. 

Despite  its  size,  and  its  conseque 
ability  to  carry  as  many  as  nine  people 
Tahoe  is  amazingly  nimble  in  off-road 
ditions.  If  you  need  even  more  capat 
there's  a  Z71  model  that  has  a  spec 
tuned  off-road  suspension  as  well 
locking  differential  and  underbody 
plates.  Even  so,  the  Z71 ,  like  theTaho< 
and  LT,  gives  a  very  supple  ride  on 
highway.  The  steering  is  world-class 
cise  (a  vast  improvement  over  the  p 
ous Tahoe),  an  innovation  that  helps  nr 
for  effortless  long-distance  cruising. 

"The  Tahoe  is  the  genuine  article," 
Ramsey.  "Tried  and  true." 


YOU  ARE  A  MICROSCOPIC  SPECK  IN  THE  UNIVERSE. 
YOU  MIGHT  AS  WELL  BE 
A  MICROSCOPIC  SPECK  WITH  MORE  POWER. 


The  Chevy"  Tahoe"  has  more  power  than  ever.  Advanced  Vortec"  engines  are  among  the  most  powerful  V8s 


in  their  class!  With  Autotrac  four-wheel  drive,  you  can  use  all  this  power  to  go  way  out  there,  take  in  the 


awe-inspiring  vastness  and  realize  that,  with  your  powerful  new  Tahoe,  your  position  in  the  world  has  just 


risen  slightly.  The  Chevy  Tihoe.  It's  nowhere  near  anything.  Call  800-950-2438  or  visit  chevy.com/tahoe 
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BY  ELIZABETH  MACDONALD 


Double  Dummy  Beats  IRS 

Is  an  ancient  principle  of  tax  law  getting  in  the  way  of  your  merger  deal? 
Go  back  to  your  playbook  for  an  end  run  right  around  it. 


DEVON  ENERGY  WANTS  TO  BUY  GAS  PRODUCER  MITCHELL 
Energy  &  Development.  The  $3.1  billion  merger  deal 
announced  in  mid-August  contemplated  a  mix  of 
Devon  stock  and  cash  worth  $60.40  per  Mitchell  share,  a 
handsome  premium  over  the  pre-deal  $45.65  price  for 
Mitchell  shares.  The  deal  got  into  serious  trouble  when  Devon 
shares  fell.  At  their  present  price  the  value  of  the  Devon  shares 
as  a  portion  of  the  total  package  has  fallen  below  a  crucial 
40%  threshold.  If  a  merger  deal  drops  below  that  level,  it  be- 
comes taxable.  Bad  news  for  both  the  selling  shareholders  and, 
potentially,  the  acquiring  corporation. 


A  clever  tax  strategy  is  saving  merger 
partners  and  their  shareholders  billions 
of  dollars  in  potential  tax  hills.  


All  is  not  lost,  however.  A  rescue  plan  is  afoot,  and  if  i 
implemented,  it  will  enable  the  Devon-Mitchell  merger 
proceed  as  intended,  before  year-end.  The  plan  involves 
strange  beast  known  as  a  "horizontal  double  dummy." 

To  understand  what  that  is,  start  with  a  basic  principle 
merger  law.  Section  368(A)  of  the  tax  code  says  that  if  A 
quirer  Inc.  merges  with  Target  Inc.  by  acquiring  Target's  « 
sets  in  return  for  stock  in  Acquirer,  the  transaction  is  noi 
taxable  event.  If  it  were  taxable,  Target's  shareholders  wot 
have  a  capital  gain  equal  to  their  paper  profit  (excess  of  t 
value  of  Acquirer  shares  received  over  the  tax  basis  for  t 

Target  shares  they  hand  ir 
Also,  the  merged  compa 
would  have  to  pay  corporate  t 
on  the  difference  between  t 
deal  value  and  the  book  val 
(for  tax  purposes)  of  Targe 
assets.  In  a  tax-free  deal  bo 
shareholder  and  corporate  gai 
are  deferred  indefinitely.  Ta 
get's  shareholders  carry  ov 
their  tax  basis  to  their  new  po> 
tion  in  Acquirer  shares. 

What  if  Acquirer  pays  witl 
mix  of  cash  and  stock?  If  tl 
40%  minimum  is  observe 
Target's  shareholders  must  r€ 
ognize  taxable  gain  only  to  t 
extent  that  they  receive  cas 
The  corporate  tax  can  also 
avoided. 

That  40%  figure  is  foui 
nowhere  in  Section  368.  It 
rather,  a  rule  of  thumb  growi 
out  of  some  ancient  Suprer 
Court  decisions  interprets 
this  statute.  (To  give  you  an  id 
how  ancient:  The  original  lan 
mark  case  involved  the  takeo\ 
of  some  ice  companies.)  Tryi 
to  find  a  deeper  philosophic 
purpose  behind  this  part  of  t 
tax  code,  the  Supremes  re 
into  the  law  a  requirement  th 
_  the  shareholders  selling  o 
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No  waiting  in  line. 
No  soggy  popcorn. 
No  sitting  behind  some 
guy  who's  six  foot  six. 

Other  than  that  it's  just 
like  going  to  the  theater;" 


Going  to  -the  movies  isn't  what  it  used  to  be.  Especially  how  th; 
eait.have  a  big-screen  experience  at  home.  Our  5Q-inph  PureVision  Plasma' monitor  pro 
stunning  high-deflnhtbn v-Utiages,,  and  its  unique  PureCinema,M  ' 
technology  ere j sos  the richest,  most  filmlrke.  reproduction  1  II  P  C 

.if  I)VD  movies  '-possible What's  niore/thePurgyision  Plasma  is  J  U  U  L 

an  unbelievably  sveJto  four  inches  deep.  Which  meahs  it  has  a  V  i  S  i  0  11 

minimal  impact  on  your  living  room.  Until  you  turn  it  on  of  cou 
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must  retain  a  significant  interest  in  the  surviving  entity.  In 
this  significance  test  it  does  not  matter  what  fraction  of  the 
surviving  company  the  sellers  end  up  owning.  What  matters 
is  what  fraction  of  their  payout  they  take  as  equity. 

The  horizontal  double  dummy  does  a  neat  end  run 
around  the  40%  rule,  explains  Robert  Willens,  a  tax  expert  at 
Lehman  Brothers.  Instead  of  buying  Target  directly,  Acquirer 
creates  a  dummy  holding  corporation  and  merges  both  itself 
and  Target  into  that  dummy.  When  the  dust 
settles,  the  dummy  can  take  Acquirer's  orig- 
inal name.  It  looks  for  all  the  world  like  a 
merger  of  Target  into  Acquirer. 

In  this  situation,  Target  shareholders 
need  recognize  a  capital  gain  only  to  the  ex- 
tent that  they  take  cash,  not  shares.  Corpo- 
rate taxes  are  also  avoided.  And  the  40%  rule 
doesn't  apply.  Why  not?  Because  the  deal  is 
done  under  the  aegis  of  Section  351  of  the 
code,  which  is  entirely  separate  from  Section  368.  Section 
351  is  aimed  at  this  kind  of  situation:  You  own  the  Empire 
State  Building,  and  you  want  to  incorporate.  You  transfer 
the  building  to  Empire  Holding  Co.  and  take  its  shares.  It 
was  the  intent  of  Congress  not  to  tax  this  kind  of  transaction 
as  a  sale. 

What's  to  stop  you  from  using  351  to  merge  your  real  es- 
tate company  with  your  brother-in-law's  ice  company?  Noth- 
ing, if  the  statute  is  read  literally.  It  says  that  if  properties  are 
transferred  to  a  new  corporation,  and  if  immediately  after- 
ward the  people  who  used  to  own  the  properties  are  in  con- 
trol of  the  corporation,  there  is  no  taxable  sale.  That  would 
be  true  if  shareholders  of  Devon  and  Mitchell  transfer  their 
respective  shares  to  Dummy  Devon — between  them,  after  all, 
these  sets  of  holders  end  up  owning  all  of  Dummy  Devon. 
There  is  no  requirement  that  Mitchell's  former  shareholders 
have  a  stake  of  a  particular  size. 

Does  all  this  fancy  footwork  cut  any  ice  with  the  taxman? 
Evidently  it  does.  Northrop  Grumman  used  a  horizontal 
dummy  in  its  $3.8  billion  acquisition  of  shipbuilder  Litton 
Industries  in  May.  Initially,  Northrop  wanted  to  do  an  all- 
cash  deal.  But  Unitrin,  an  insurance  company  with  a  28% 

What  the  Taxman  Doesn't  Get  


stake  in  Litton,  balked  and  said  it  wanted  the  deal  to  be  taH 
free.  Using  a  dummy  and  a  mix  of  cash  and  stock,  Northro 
avoided  a  $1.1  billion  tax  bill  of  its  own  and  enabled  sellei 
who  took  shares  to  avoid  capital  gain  taxes.  "It  was  a  gres 
answer  for  us,"  says  Gary  McKenzie,  vice  president  of  tax  . 
Northrop  Grumman. 

NiSource,  the  holding  company  that  owns  Northern  In 
diana  Public  Service,  used  a  horizontal  double  dummy  in  il 


Too  bad  for  the  Internal  Revenue  Service.  Crafty  tax  lawyers  found 
a  way  for  all  these  mergers  to  avoid  big  tax  bills.  The  threatened  hit 
to  earnings  can  be  gigantic,  anywhere  from  $1.1  billion  to  $5  billion. 
The  savings  provide  one  good  reason  not  to  hate  lawyers. 


Acquirer 


Deal  date 

2/9/96     Walt  Disney 


'Fargfif 


Capital  Cities/ABC 


11/1/00  NiSource 


Columbia  Energy  Group  1.4 


5/30/01     Northrop  Grumman      Litton  Industries 


Note:  Federal  corporate  taxes  only.  Debt  is  not  included  in  the  deal's  value.  Tax  figures  are  estimates 
Sources:  Thomson  Financial/  IBES  via  FactSet  Research  Systems;  company  data;  Forbes. 


Nowadays  the  tax  implications 
in  any  of  these  transactions 
are  potentially  huge  deal  killers," 
as  cash  becomes  king  in  mergers. 


$6  billion  deal  to  acquire  Columbia  Energy  Group  a  year  age 
That  move  saved  it  $1.4  billion  in  taxes. 

We  don't  know  what  canny  tax  lawyer  can  claim  authoi 
ship  of  the  double  dummy,  but  the  invention  seems  to  dat 
back  at  least  to  the  1970s,  when  it  was  common  in  reorgani 
zations  of  small  privately  held  companies.  Lately  it  has  bee 
dusted  off  by  the  dealmakers  handling  giant  corporation: 
Their  clients  often  want  to  pay  largely  in  cash,  in  order  t 
avoid  dilution  of  existing  shares. 

In  a  typical  big-company  merger,  shareholders  of  the  tan 
get  are  a  mix  of  tax-exempt  investors  (like  pension  funds 
that  don't  care  whether  a  merger  is  taxable  and  taxable  one 
(like  Unitrin)  that  care  a  lot.  The  acquirer  can  offer  share 
holders  of  the  target  a  choice  between  taking  cash  and  takini 
stock  in  the  surviving  company,  without  compromising  th 
ability  of  the  ones  taking  stock  to  defer  taxes. 

As  cash  becomes  a  bigger  component  of  deal  value 
merging  companies  are  increasingly  in  jeopardy  of  owin 
fat  tax  bills.  The  first  nine  months  of  this  year  saw  merge 
values  split  50-50  between  cash  and  stock,  whereas  cas 
made  up  only  37%  of  deals  for  the  same  period  last  yea 
says  Richard  J.  Peterson,  chief  market  strategist  at  Thomso 
Financial.  And  if  stock  prices  tank  betweei 
the  time  of  a  deal's  announcement  an 
— — — —  consummation  to  below  40%  of  the  deal' 
value,  huge  tax  bills  can  emerge.  Say 
Daniel  Donoghue,  cohead  of  mergers  an 
acquisitions  at  U.S.  Bancorp  Piper  Jaffnn. 
"Nowadays  the  tax  implications  in  any  c 
these  transactions  are  potentially  huge  de£ 
killers." 

The  big  question:  How  long  before  th 
Internal  Revenue  Service  tires  of  gettin 
beaten  by  a  dummy  and  appeals  to  Com 
gress  for  a  new  statute.  Or  persuades  th 
Supreme  Court  to  get  philosophical  abou 
Section  351. 


Potential  tax 
($MQ 


$5.0 


Tax  hit 
per  share 

$7.47 


6.86 


1.1 


9.19 
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"I  don't  want  this 
to  happen  to 
my  home  movies." 


Memories  fade.  Memories  saved  on  DVD,  however,,  do  not.  And  now  you  can  aetu'z 
create  your  own  DVDs,  thanks  to  the  new  Pioneer  DVD  recorder.  Stop  worrying  about,  the  dete/iQfaj! 
of  all  those  video  tapes •youfve  got  sitting  in  a  box  somewhere  and  simply  record  them,ontd'G>f 
The  DVD  RW  even  has  built-in  editing  capability,  which  allows  you  to  delete  01  rearrange  scenes.  and| 
titlesfSo  your  DvD  of  "Sam's  Fnrst  Birthday",  can  look  quite  professional.  Plus,  since  your  creation^ 
play  on  most  standard  DVD  players,  you  can  send  copies  to  fnends  and  family.  Most  import^ 
when  ypu  sit  back  to  watch  your  old  home  movies  fifty  yeais  tiom  now,  they  won't  look  old m 
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Indigestion 

All  those  new  natural  gas-fired 
electric  plants  mean  more  gas 
demand,  right?  Maybe  not. 


BY  DANIEL  FISHER 

FOR  NATURAL  GAS  BULLS,  THERE 
was  never  a  surer  sign  of  good 
times  to  come  than  the  order 
book  at  General  Electric  Corp. 
Backlogs  in  GE's  Power  Systems 
group  almost  tripled  to 
$25  billion  in  the  late 
1990s  as  scores  of  utilities 
and  freestanding  power 
producers  ordered  nat- 
ural gas  turbines  to  sup- 
ply the  nation's  growing 
appetite  for  electricity. 
Gas  demand  had  to  go 
up  as  all  those  shiny  new 
turbines  were  connected 
to  the  grid. 

Ah,  but  there  was  a 
flaw  in  that  argument — 
one  that  is  becoming 
glaringly  clear  as  the 
price  of  gas  plunges 
below  $2  per  million  Btu 
at  the  wellhead  from  as  high  as  $10  last 
year.  (A  million  Btu  of  gas  equals  just 
about  1,000  cubic  feet.)  Those  new  gas 
plants  were  supposed  to  steal  business 
from  pollution-spewing  coal  units, 

Addressing  a  Burning  Issue 


Vulnerable?  A  gas- 
fired  plant  in  Arizon 


which  still  supply  half 
the  nation's  electricity. 
But  in  a  painstaking 
study  of  788  power 
plants  that  supply  the 
bulk  of  U.S.  electricity, 
Charles  Studness,  presi- 
dent of  Studness  Re- 
search, found  quite  the 
opposite  could  happen. 
Studness  determined  that  79%  of 
the  "new"  electricity  supplied  to  the  grid 
over  the  past  five  years  came  from  exist- 
ing plants,  mosdy  coal-fired  units.  And 
there's  plenty  more  where  that  came 
from.  Studness  figures  existing  coal 
plants  have  the  potential 
to  increase  output  by  50 
million  megawatt-hours 
a  year  for  the  next  five 
years,  representing 
about  half  the  expected 
2.5%-a-year  increase  in 
demand. 

Coal's  advantage 
over  gas:  It's  cheap. 
Utilities  paid  an  average 
of  $1.20  per  million  Btu 
for  coal  last  year,  com- 
pared with  $4.30  for  gas 
(delivered).  Even  with 
depressed  gas  prices, 
many  coal  plants  are 
still  cheaper  to  operate. 
So  while  those  new  turbines  being  in- 
stalled by  Calpine  and  other  indepen- 
dent power  producers  {see  table)  will 
burn  a  lot  of  gas,  they  will  do  it  mostly 
at  the  expense  of  older  gas  plants  that 


01 


If  natural  gas  prices  stay  down  or  merely  remain  volatile  it  will  help  companies  that  burn,  trade 
or  store  gas  and  hurt  those  that  sell  it  or  provide  equipment  to  the  industry.  Overleveraged  gas 
producers  and  service  companies  could  have  trouble  making  it  through  the  downturn. 


WINNERS 

Sales1 
($bil) 

Remarks 

Calpine 

$4.6 

Its  gas  power  plants  won't  compete  with  coal  for  years 

Chesapeake  Energy 

0.9 

Hedged  gas  production  through  December  2003 

Dynegy 

43.4 

Owns  gas,  coal  power  plants;  stores,  trades  gas 

Peabody  Energy 

2.7 

World's  largest  coal  company 

LOSERS 

Devon  Energy 

3.3 

Gas-heavy;  $8  billion  in  debt 

General  Electric 

129.5 

Sells  gas  turbines 

Pioneer  Natural  Resources 

1.0 

$1.5  billion  in  debt;  53%  of  production  is  gas 

Transocean  SedcoForex 

1.9 

$4  billion  in  debt;  heavy  gas-drilling  exposure 

'Latest  12  months.  Source:  Market  Guide  via  FactSel  Research  Systems. 

burn  half  again  as  much 

"It's  not  our  game  to  compete  wii 
coal  or  nuclear,"  says  Ron  A.  Walter,  s 
nior  vice  president  of  San  Jose,  Calijj 
based  Calpine,  which  plans  over  the  nei 
few  years  to  build  gas-fired  plants  total 
ing  31,500  megawatts.  "It's  our  game 
displace  older  gas." 

Combined-cycle  gas  turbines,  whic 
use  hot  exhaust  gases  from  one  turbil 
to  generate  steam  to  turn  a  second  on 
can  transform  6,800  Btu  of  gas  into 
kilowatt-hour  of  electricity,  enough 
light  one  lightbulb  for  ten  hours.  Tl 
oldest  gas  plants  burn  as  much  as  13,0C 
Btu,  and  the  national  average  is  10,50 
Substitute  enough  new  plants  for  oil 
and  U.S.  gas  consumption,  currendy  t 
billion  cubic  feet  a  day,  could  drop  by 
much  as  1  billion  cubic  feet  a  day. 

That  scenario  sounds  unlikely  i 
Stephen  Bergstrom,  president  of  Hou 
ton-based  Dynegy,  an  energy-tradir 
firm  that  also  owns  both  coal-  and  gai 
fired  power  plants.  Dynegy's  35-yea  t 
old  coal  plants  are  "huge  capital  hogs  ieri 
Bergstrom  says,  that  cost  ten  times 
much  to  maintain  as  modern  gas  unit 
Throw  in  the  cost  of  scrubbers  ar) 
other  required  pollution  controls,  an 
many  smaller  coal  plants  will  have  to  II 
shut  down,  Bergstrom  says. 

But  coal-plant  owners  can  be  ing 
nious.  Witness  Midwest  Generation, 
nonregulated  subsidiary  of  Edison  Ii 
ternational  that  bought  six  coal  plan 
from  troubled  Commonwealth  Edisc 
of  Chicago  in  1999.  By  changing  opera 
ing  procedures  and  burning  a  high 
grade  of  coal,  Midwest  booste 
output  from  the  40-year-o!  ash 
plants  12%  last  year — while  n 
ducing  emissions.  John  Lon 
vice  president  and  chief  techn  p 
cal  officer  of  the  Midwest  Gei 
eration  unit,  thinks  he  can  coi 
another  15%  increase  out 
those  aging  boilers  over  tl 
next  five  years  without  runnir 
afoul  of  environmental  rules. 

Long  term,  the  bullish  so 
nario  still  holds:  Gas  will  di 
place  coal.  In  the  meantim 
gas  producers  have  a  lot  i 
bonds  to  retire. 
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Another  Enemy 

lorth  Korea  is  romanced  when  it  could  be  cut  off. 


' BENJAMIN  FULFORD 

JNFORTUNATELY  FOR  AMERI- 
cans,  there  is  yet  one  more 
rogue  state  with  a  long  terror- 
ist track  record,  links  to 
Mideast  radicals  and  poten- 
Jly  global  reach:  North  Korea. 

New  evidence  suggests  North 
orea  has  circumvented  an  agreement 
ith  the  U.S.  government  to  stop  de- 
lopment  of  nuclear  weapons  in 
change  for  the  gift  of  two  large 
iclear  power  generation  stations, 
lis  understanding  is,  in  turn,  part 
a  larger  effort  (called  the  "Sun- 
ine  Policy"  by  the  current  South 
3rean  government)  to  engage 
rongyang  in  diplomatic  and  com- 
ercial  contacts. 

North  Korea  moved  its  entire  nu 
ear  development  pro- 
am  to  new  underground 
linkers  before  U.S.  in- 
ections  of  its  old  facili- 
js  began,  says  a  research- 
at  the  facilities  who  has 
d  to  China,  where  she  is 
hiding. 

We  don't  know  the 
ime  of  the  defector.  We 
Iked  to  two  reliable  sources  who  do 
id  who  have  spent  time  with  her:  Lee 
)ung  Hwa,  a  professor  at  Kansai  Uni- 
rsity  in  Japan  and  head  of  an  organi- 
tion  fighting  to  bring  democracy  to 

rth  Korea,  and  Jiro  Ishimaru,  a 

anese  freelance  journalist  specializing 
North  Korean  news. 

The  researcher,  who  is  trying  to  em- 
rate  to  the  U.S.,  told  her  two  contacts 
lat  the  underground  quarters  where 
search  continues  unabated  are  made 
>  appear  from  aerial  photos  to  be 
3thing  more  than  a  peasant  village. 

North  Korea  is  believed  by  some  in- 
lligence  sources  to  already  have  the 
ipability  to  launch  a  nuclear  missile 
tack  on  the  U.S.  The  communist 


regime  has  a  history  of  blowing  up  air- 
liners and  carrying  out  other  acts  of 
sabotage  abroad.  North  Korea's  govern- 
ment has  also  told  its  army  and  agents 
to  learn  from  the  World  Trade  Center 
attack  how  to  destroy  on  a  low  budget, 
says  professor  Lee,  who  returned  after 
Sept.  1 1  from  a  long  visit  to  the  Chi- 
nese/North Korean  border. 

Japanese  Red  Army  terrorists,  the 


gangs  in  Japan  or  to  the  U.S.  and 
Europe  via  Russia  and  China,  the 
Korea  experts  say. 

Members  of  Japan's  ruling  Lib- 
eral Democratic  Party  also  help  fi- 
nance the  North  Korean  regime  in 
exchange  for  bribes,  the  three  ex- 
perts say. 

For  example,  when  Japan  gave 
500,000  tons  of  rice  to  North  Korea  last 
year,  politicians  received  kickbacks 
from  North  Korea,  Lee  asserts.  "I  was 
with  a  North  Korean  official  as  he 
phoned  a  Japanese  member  of  parlia- 
ment and  told  him  a  shipment  of  free 
fish  had  been  sent  to  a  company  he 
owns,"  he  says. 


Whassup?  Kim  Jong  II  and  his  cadres  are  the  sort  to  make  one's  blood  run  cold. 


same  group  that  partici- 
pated in  mass  murder  at 
Israel's  Tel  Aviv  airport  in 
1972  and  are  deeply  con- 
nected to  Middle  Eastern 
terrorist  organizations,  have  been  quiet 
in  recent  years  but  have  been  moving 
frequendy  between  North  Korea  and  the 
Middle  East  for  the  past  decade,  accord- 
ing to  Lee,  Ishimaru  and  Pyon  Jin  II, 
head  of  Korea  Report,  a  newsletter. 

If  Pyongyang  is  a  valid  enemy  in  the 
U.S.  war  on  terrorism,  how  to  respond? 
A  military  strike  is  a  stretch.  An  alterna- 
tive would  be  to  cut  off  one  of  ruler 
Kim  Jong  Il's  big  sources  of  cash:  illegal 
activities  in  Japan. 

North  Korea's  government  has  been 
manufacturing  large  quantities  of 
heroin,  amphetamines,  weapons  and 
counterfeit  U.S.  currency  to  finance  its 
weapons  development  programs.  It 
sells  them  either  through  criminal 


Japan's  ruling  party  is  bailing  out 
domestic  credit  cooperatives  linked  to 
the  North  Korean  government  with 
payments  of  public  money  amounting 
to  $3  billion  so  far,  almost  certainly  ris- 
ing to  well  over  $10  billion,  according 
to  Kiyoshi  Ueda,  a  member  of  Japan's 
opposition  Democratic  Party. 

These  banks  would  lend,  for  exam- 
ple, $12  million  to  a  North  Korean 
businessman  in  Japan  who  would  have 
to  pay  $2  million  of  that  to  North 
Korea  and  to  Japanese  ruling  party  of- 
ficials. "They  are  now  trying  to  quietly 
use  public  money  to  restart  these  in- 
stitutions with  the  same  people  in 
charge  as  those  that  drove  them  to 
bankruptcy  in  the  first  place,"  profes- 
sor Lee  says. 

"Nobody  knows  how  much  money 
goes  from  Japan  to  North  Korea,"  says 
Korea  Report's  Pyon.  U.S.  policymakers 
may  wish  to  find  out.  F 
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Tread  Ware 

The  grand  old  names  in  bicycles,  like 
Schwinn  and  Huffy,  are  passe.  The  future 
belongs  to  outfits  like  Taiwan's  Giant. 


BY  RUSSELL  FLANNERY 

LAST  MONTH  A  THIEF  WALKED 
up  to  the  front  of  Zhou 
Zhiwu's  apartment  building  in 
Shanghai  and  stole  his  wife's 
Giant-brand  bicycle.  The  36- 
year-old  graphic  designer  says  he  will 
"definitely"  splurge  on  a  replacement. 
"It  worked  great  for  eight  years,"  he 
says,  intendy  looking  over  a  row  of  new 
bicycles  in  a  Giant  shop. 

Among  bicycle  enthusiasts  in  the 
U.S.,  the  Giant  brand  may  lack  the 
deluxe  cachet  it  enjoys  in  China,  but  Tai- 
wan-based Giant  Manufacturing  is  nev- 
ertheless an  established  player  in  what 
is  now  a  wide-open  American — and 
world — market.  The  iconic  Schwinn 
name  and  its  dealer  network  is  in  tat- 
ters, and  Giant  and  a  handful  of  other 
recognizable  labels  are  competing  to  fill 
the  void  in  a  $6  billion  U.S.  sector. 


Worldwide,  Giant  may  soon  be  the 
revenue  leader.  Its  $425  million  in  total 
sales  puts  it  ahead  of  the  12-month 
sales  pace  of  Ohio-based  Huffy  Corp., 
which  sells  its  clunky  bikes  through 
mass-market  discounters.  Giant,  bat- 
ding  instead  the  better  U.S.  brands  (see 
table),  relies  on  cycle  shops  to  get  cus- 
tomers to  fork  over  $200  to  $4,000  for 
unmotorized  vehicles. 

In  a  competitive  and  hardly  reces- 

Made  in  the  U.S.A. 


sion-proof  industry,  Giaj 
manages  respectable  earl 
ings.  Net  profit  (earninj 
before  interest,  depreci) 
tions  and  amortizatioj 
last  year  increased  57%  \ 
a  record  $25  million.  (1 
Taiwan-traded  shares  i 
for  about  ten  times  pr 
jected    2001  earning 
roughly  half  that  markel 
overall  average.)  Gia 
ekes  out  a  2%  cash  yield 
This     year  lookc 
tougher  even  before  Sej| 
1 1,  but  Giant  should  still  1 
profitable.  By  contra; 
Schwinn/GT  Corp.  sold  :| 
cycle  business  out  of  ban 
ruptcy  to  Wisconsin-basi 
Pacific  Cycle  for  $86  m: 
lion  in  September.  Also 
Chapter  1 1  is  Derby  Cyc 
of  Kent,  Wash.  (Raleigh  and  Diamond 
Back  brands).  Huffy  in  September  said 
expected  to  post  a  loss  for  the  third  qua 
ter  and  will  be  lucky  to  break  even  for  tl 
year.  "Giant's  hitting  a  bump  this  yej 
but  it's  still  a  standout  in  its  industry 
says  Taiwan  fund  manager  Vincent  Lai 
Schwinn  can  blame  itself  for  giving 
start  to  Giant  two  decades  ago,  as 
sought  a  ghost  supplier  in  a  low-waj 
country.  Today,  however,  two-thirds 
Giant's  sales  come  from  its  own  branc 
Giant  is  number  one  in  Taiwan,  but  al: 
claims  to  be  number  three  in  Europe  ar 
the  U.S.  And  at  a  time  when  global  ii 
vestors  are  clamoring  for  access 
China's  growing  economy,  note  that 
much  as  half  of  Giant's  profit  last  ye 
came  from  its  operations  on  the  mail 
land,  a  fragmented  market  where  arour 
30  million  bicycles  are  bought  annual 


Competing  with  Giant  are  several  high-end  bicycle  companies  that  manufacture 
at  least  part  of  their  product  lines  in  the  U.S.  Here  are  some  leading  brands. 


Make 

Headquarters 

Comments 

Trek 

Waterloo,  Wis. 

Lance  Armstrong's  label 

Cannondale 

Georgetown,  Conn. 

Expanding  into  motorcycles 

Specialized 

Morgan  Hill,  Calif./Salt  Lake  City 

Minority-held  by  Taiwanese  OEM 

Litespeed1 

Chattanooga,  Tenn. 

Titanium  leader  trying  aluminum 

'Subsidiary  of  American  Bicycle  Group. 
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Choosing  Bombardier  Flexjet®  fractional  ownership  means  choosing 
the  world  leader  in  business  aviation.  we  design.  manufacture.  maintain  and 

operate  every  jet  in  our  fleet.  including  the  versatile  learjet®  45  and 
the  ultra  long-range  global  express®  for  more  information  on  the  right 
)et,  from  the  right  company.  visit  wwwflexjet.com.  or  call  1-80oflexjet. 

BOMBARDIER  FLEX  JET 


Would  You  Be  Comfortable 
Earning  $A10r000? 
You  Really  Can... 


giant; 

(30%  of  the  world's  total)  and  whei 
Giant  has  sales  of  about  1  million. 

The  driving  force  at  Giant  is  Chaii 
man  King  Liu,  67,  whose  family  own 
about  40%  of  the  company's  sharfi 
(market  cap,  $227  million).  Part  of  a  fao 
ing  breed  of  Taiwanese  businessmen,  h 
was  born  when  the  island  was  a  Japan 
ese  colony— a  50-year  period  that  ende 
in  1945.  He  speaks  Japanese  fluently- 
not  English.  And  rather  than  finance  c 
electronics,  the  passions  of  many  young« 
Taiwanese  entrepreneurs  these  days,  Liu 
interest  is  metal-bending. 

Working  with  the  likes  of  Shimand 
the  Japanese  gearmaker,  in  the  198C 
Giant  and  other  Taiwanese  maker 
turned  this  island  of  23  million  peopl 
into  the  world's  top  exporter  of  bicy 
cles.  Now  costs  have  pushed  the  manu 
facturers,  Giant  included,  to  the  main 
land.  "A  lot  of  the  competition  ther 
has  actually  been  Taiwan -backed  com 
panies,"  Liu  says.  "It's  just  that  they'll 
over  in  China  now." 

Giant  set  up  a  100%-owned  sub 
sidiary  there  in  1992  and  cemented  it 
position  in  a  joint  venture  with  Phoenu 
one  of  China's  largest  bicycle  maken 
Giant  today  has  a  design  team  in  Los  An 
geles  and  in  1996  completed  a  factory  L 
the  Netherlands.  But  it  keeps  1,000  em 
ployees  (out  of  about  4,500)  at  homi 
working  on  its  most  expensive  models. 

And  in  selling  into  China,  Giant  is  tak 
ing  a  page  from  what  quality  makers  d< 
everywhere  else:  Pay  attention  to  how  yoi 
sell  and  where.  Giant  decided  early  that  i 
didn't  want  salespeople  at  China's  state 
run  retail  oudets  to  service  its  brand. 

"The  company  with  the  best  distri 
bution  will  be  the  winner,"  says  Liu.  Hi 
17  company-owned  retail  shops  doubl 
as  wholesalers,  keeping  a  close  watch  oi 
a  total  of  1,400  outlets  that  sell  Gian 
products  in  China. 

Mainland  consumers  rarely  deman« 
much  yet.  They  use  bikes  to  get  around 
not  to  conquer  mountain  trails  or  se 
speed  records.  But  companies  like  Gian 
aim  to  create  that  quality  niche,  says  Shei 
Aiguo,  manager  of  the  company's  bigges 
shop  in  Shanghai.  That  means  puttini 
together  cycling  clubs  and  events.  China': 
2008  Olympics  will  help.  f 


"Just  order  the 
standard  computers." 

Translation:  By  standard  I  mean  configured  just  like  mine. 


I 


At  CDW,  we  understand 

what  it  can  be  like 
for  your  IT  department. 


That's  why  we  offer  ail  the  brand  name 
technology  solutions  you  might  need. 
Like  software,  PCs,  storage,  networking, 
telephony  and  more.  Plus,  all  the  services  to 
support  them.  You  name  it  and  we've  got  it. 


One-Stop  Solution:  From  systems 
software  to  networking,  no  matter 
what  you  need,  CDW  is  your  one- 
stop  solution,  in  a  flash,  we'll  get 
you  what  you  need,  and  get  it 
shipped  out  -  usually  the  same  day. 


Personal  Expertise:  CDW  assigns  an 
account  manager  and  a  team  of  product 
experts  to  your  business.  So  we  better 
understand  your  IT  needs  and  know 
how  to  make  your  day  a  little  easier. 


Reliable  Resource:  CDW  is  your  Ditect 
Solutions  Provided  delivering  com- 
puting solutions  at  competitive  prices. 
Plus,  the  technical  expertise  to  support 
every  purchase  and  the  backing  and 
reliability  of  a  Fortune  500*  company. 


The  Computers  Rate  the  Writers 

They're  getting  better,  not  to  mention  cheaper,  than  human  raters. 


BY  DAN  SELIGMAN 

HERE  IS  A  DARING  PREDICTION. 
Twenty  years  from  now,  or  maybe 
only  ten,  FORBES  and  other  maga- 
zines will  use  computer  programs  to 
evaluate  the  writing  submitted  by 
scriveners  like  me.  Maybe  that  sounds 
like  science  fiction.  (One  can  almost 
imagine  a  spectral  voice  like  HAL  in 
2001:  A  Space  Odyssey  telling  the  writer, 
"There  are  some  good  things  in  this  ar- 
ticle, but . . .")  Yet  such  programs  already 
exist  and  are  getting  to  be 
widely  used  in  academic  set- 
tings. Perhaps  the  best  known 
is  "e-rater,"  a  computer  pro- 
gram created  by  the  Educa- 
tional Testing  Service,  the 
Princeton,  N.J.  outfit  known 
mainly  for  developing  SATs. 

Computer  scoring  of  writ- 
ing has  a  lot  going  for  it  in  ed- 
ucationland.  First,  writing 
skills  are  important  and  their 
paucity  is  the  despair  of  edu- 
cators and  businesspersons,  so 
we  presumably  need  to  test 
writing.  Second,  you  learn 
more  about  students'  abilities 
when  you  ask  them  to  produce 
something,  as  opposed  to  just 
checking  a  box  on  a  multiple- 
choice  exam.  Third,  comput- 
ers solve  the  economic  prob- 
lem— high  labor  costs — that 
earlier  made  it  hard  to  judge  writing 
skills.  For  many  years,  business-school 
applicants  taking  the  Graduate  Man- 
agement Admission  Test,  which  calls  for 
two  brief  essays,  had  them  scored  by  two 
breathing  human  beings,  each  typically 
paid  perhaps  $20  an  hour  and  averag- 
ing 25  or  so  essay  reads  per  hour.  These 
high-stakes  essays  are  now  scored  by  the 
ETS  e-rater  and  one  breather.  Even  this 
arrangement  appears  unnecessarily  ex- 
pensive, since  around  98%  of  the  time 
the  computer  score  is  the  same  as,  or 
within  one  point  of,  the  human  score. 


This  is  the  same  degree  of  agreement 
you  get  when  the  job  is  done  by  two 
human  scorers. 

The  granddaddy  of  all  this  computer 
scoring  is  a  chap  named  Ellis  Page,  a 
Marine  who  became  an  academic  and 
in  1966  brashly  wrote  an  article  for  the 
Phi  Delta  Kappan  titled  "The  Immi- 
nence of  Grading  Essays  by  Computer." 
As  he  cheerfully  confessed  in  a  recent 
chat,  his  prediction  of  imminence  was 
followed  by  years  of  not  much  happen- 


ing. It  began  to  happen  big  in  the  1990s 
when  Page  was  a  professor  of  educa- 
tional psychology  at  Duke  and  students 
were  beginning  to  write  their  essays  on 
computers — which  were,  and  still  are, 
required  for  computer  scoring.  (Word- 
recognition  programs  would  have  to  get 
enormously  better  in  order  to  deal  with 
handwritten  text.)  And  it  mostly  hap- 
pened as  Page  had  envisioned. 

His  original  insight  was  that,  while 
computers  cannot  "read,"  you  can  teach 
them  to  mimic  serious  readers.  Specifi- 
cally, you  analyze  the  qualities  of  essays 


that  get  high  (or  low)  scores  froj 
human  readers  and  write  programs  thj 
look  for  these  qualities. 

The  earliest  programs  got  remar 
ably  high  correlations  with  human  sco 
ers  by  looking  at  simple  measures  lil| 
the  richness  of  the  essay's  vocabulal 
and  even  its  length  (because  length  ii 
self  correlates  strongly  with  measures  t 
fluency).  Today's  programs  combir 
such  simple  proxies  for  good  writiri 
with  measures  of  structure,  complexi1 
and  organization.  One  telltai 
measure  of  complexity:  tr 
number  of  subordinate  claus» 
in  the  essay. 

Another  big-league  pre 
gram  is  IntelliMetric,  pro 
duced  by  Vantage  Learning,, 
private  company  in  Yardley,  P 
The  program  is  now  evalual 
ing  about  2  million  essays 
year,  with  essayists  rangir 
from  Pennsylvania  fifl 
graders  to  graduate  student 
and  Chief  Operating  Offia 
Scott  Elliot  boasts  that  Vantaj 
has  far  more  commercial  salt 
than  any  of  its  competitors.  Ir  m 
telliMetric  looks  at  72  writir 
features  and  teaches  itsa 
which  of  them  matter  most  i 
different  kinds  of  essays. 

Another  player  is  Knowlmt 
edge  Analysis  Technologies  i 
Boulder,  Colo.,  an  outgrowth  of  some  rj 
search  at  the  University  of  Colorado.  YJ 
is  one  of  the  rare  entries  whose  majc 
markets  are  not  solely  academic.  It  als 
has  both  corporate  and  defense  contrac 
(officers  are  supposed  to  be  able  to  writi 
and  a  machine-learning  technology  th; 
assimilates  heavy  doses  of  data,  e.g.,  froi 
encyclopedia  articles,  and  generate 
writing  scores  that  heavily  emphash 
content  along  with  the  usual  stylistic  an 
grammatical  judgments. 

No  sightings  yet  of  computer  scorir 
in  magazineland.  I 
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By  Robert  L.  Lindstrom 


Part  II 

Gearing  Up,  Trimming  Down 


■  nnovative  design,  price  declines  and  the  never- 
I  ending  desire  to  lighten  the  load  are  driving  road 
I  warriors  to  shed  their  overweight  laptops  and 
rojectors  in  favor  of  a  new  generation  of  low-fat 
lira-portables. 

or  several  years  now,  business  presenters  have  been  on  a 
l_ash  diet.  And  it's  working. 

Not  since  the  days  when  road  warriors  hit  the  highway 
'ith  little  more  than  a  stack  of  business  cards,  a  box  of 
rochures  and  a  carousel  of  slides  have  mobile  presenters  felt 
)  svelte  or  traveled  with  such  grace.  But  it  hasn't  been  easy. 

Before  portable  computers,  clients  expected  a  basic  sales 
leeting  with  maybe  a  data  sheet  or  two.  Even  as  visual  com- 
lunications  expectations  rose  in  the  early  days  of  Microsoft's 
owerPoint,  electronically  created  presentations  were  most- 
output  to  print,  35  mm  slides  or  overhead  transparencies, 
process  that  added  minimal  poundage  on  the  road. 

Then  along  came  the  multimedia  communications  revo- 
ltion.  Images  became  central  to  messages.  Colors  splashed 
cross  the  screen.  Charts  and  graphs  sprouted  from  word-pro- 
;ssing  programs  and  spreadsheets.  Presentations  acquired 
:ereo  sound,  animation  and  full-motion  video. 

Later,  the  need  for  timeliness  and  last-minute  changes 
emanded  that  presentations  be  delivered  directly  from  com- 
uters.  Mobile  presenters  began  arriving  at  destinations  and  plac- 
ing their  laptops  in  front  of  clients.  Larger  audiences  required 
]  data/video  projector  but,  in  any  case,  the  show  was  on. 

Eventually,  laptop  computers  gained  multimedia  capa- 
bilities. They  grew  speakers  and  CD-ROM  drives,  as  well  as 
jirge  color  screens.  They  also  grew  to  15  pounds  or  more,  not 
deluding  cables  and  accessories.  Required  if  the  presentation 
jivolves  more  than  a  few  people,  portable  projectors  tipped 
jie  scales  at  25  pounds  or  more  and  seldom  met  airline  over- 
lead  baggage  guidelines. 

During  this  early  period  of  multimedia  presentation,  which 
ilso  saw  the  arrival  of  cell  phones  and  PDAs,  presenters  tried 
b  shed  added  weight  by  mailing  brochures  ahead  and  scan- 
ing  literature  into  electronic  files.  But  nothing  seemed  to 
l/ork.  Every  time  business  travelers  shaved  off  a  few  pounds, 


some  new  piece  of  technology  put  the  weight  back  on. 

Well,  Goodbye  Dolly 

For  portable  computers,  the  cure  for  technology  bulge  arrived 
in  the  form  of  smaller  storage  components,  lighter  screens  and 
swappable  bays  that  let  users  insert  different  types  of  drives. 
Once  laptop  computers  weighed  less  than  10  pounds,  they 
morphed  into  so-called  notebook  computers,  the  smallest  of 
which  are  referred  to  as  sub-notebooks  or  ultra-portables  that 
weigh  as  little  as  three  to  four  pounds.  Some  models  are  less  than 
one  inch  thick.  Several  actually  live  up  to  their  name,  approach- 
ing the  dimensions  ot  a  piece  of  standard  notebook  paper. 

All  of  this  has  been  accomplished  without  completely 
starving  users  of  functionality.  Some  of  the  smallest  units  sac- 
rifice connections,  and  small  size  nearly  always  comes  with  a 
higher  price;  however,  road  warriors  now  have  a  wide  selec- 
tion of  configurations  to  match  their  specific  needs,  including 
large  screens,  fast  processors  and  wired  and  wireless  con- 
nectivity options. 

Stanford  Resources,  a  research  company  in  San  Jose,  Cal- 
ifornia, estimates  that  the  worldwide  portable-computer 
market  will  reach  nearly  27  million  units  in  2001,  increasing  to 
almost  57  million  units  in  2007.  Many  companies — McKesson 
HBOC,  PricewaterhouseCoopers,  MasterCard  and  Intel,  to 
name  a  few — report  that  more  than  half  of  their  employees 
have  moved  from  desktop  systems  to  notebook  computers,  with 
more  doing  so  every  day.  Prudential  Insurance  Company  of 
America  recently  provided  more  than  12,000  sales  agents  with 
notebook  computers  after  discovering  that  its  notebook- 
equipped  field  agents  significantly  outsold  agents  who  lacked 
portables. 

Low  Cost,  Low  Calorie 

Portable  computing  has  always  come  at  a  cost.  Desktop  systems 
require  far  less  engineering  and  have  space  for  all  the  power  the 
user  requires.  But  on  a  feature-by-feature  basis,  the  gap  between 
costs  for  desktops  and  portables  is  narrowing.  Portables  are  now 
available  in  a  wide  range  of  prices  and  sizes.  At  the  high  end, 
it  has  always  been  easy  to  spend  a  fortune  on  the  latest  full-fea- 
tured laptop.  That  hasn't  changed.  Power-hungry  road  warriors 


Look  brilliant!  Be  brilliant! 

From  a  cubicle  to  a  conference  room! 


Introducing  the  new  and  enhanced  3  lb.  Palm  Sized 
PLUS  03  Projectors  featuring  a  dazzling  1000  ANSI  lumens 
and  your  choice  of  zoom  or  short-focus  wide-angle  lens! 

Our  new  113  Series  provides  Road  Warriors  with  more  choice,  options, 
and  flexibility.  Making  winning  mobile  presentations  is  now  easier  than  ever. 
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CALL  TODAY  TO  ARRANGE  FOR  A  DEMO 


PLUS 


1(800)2897587 

Focused  on  Mobile  Presentations    W  W  W.p  1  U  S  -  a  m  e  T  J.  C  a  .  C  O  HI 

Japan's  #1  DLP™  Projector  Manufacturer 


CORPORATION 


U3-1100Z  XGA 
U3-810Z  SVGA 
U3-1100SFXGA 
U3-810SF  XGA 


PLUS  Vision  Corp.  Tel:+81  (0)3  3942-31 57  JAPAN;  RIZZO  COMMERCIAL  Iel:+52  8  343  9104  MEXICO  &  CENTRAL  AMERICA;  M  O.  AUDIO  VISUAL  Tel:  (305)  477-2977  WHOLESALER  TO  LATIN  AMERICA  excl  Venezuela  (Miami,  FL);  RA  ' " 
GROUP  PLC.  Tel:+44  (0)  1732-464800  UK;  ACCO  FRANCE  Tel:+33  (0)1  69  85  89  00  FRANCE;  STILUS  S  A  Tel:+41  91-6835143;  SWITZERLAND  &  AUSTRIA;  MEDIUM  GmbH  Tel:+49  (0)2  11/52  76-0  GERI  ' 
AXIS  S.R.L  Tel:+39  59  284  171  ITALY;  CHARMEX  INTERN ACIONAL  S.A.  Tel:+34  93266  47  47  SPAIN;  EOM  PTE  LTD.  Tel:+65  270  3633  SINGAPORE  &  MALAYSIA;  PLUS  BBG  CORP  Tel:+66  2  271  0213  THAI 
ON  SYSTEM  LTD.  Tel:+852  2516  6086  HONG  KONG  &CHINA;  PLUS  BUSINESS  MACHINES  Tel:+91  22  875  56  51  INDIA;  AMBER  TECHNOLOGY  PTY  LTD  Tel:+61  2  9452  8600  AUSTRALIA;  ACME  OFFICE  SUPPLIES  LTD.  Tel:+64  6  877  815' 
ZEALAND;  PT.VISI  LINTAS  MEDIA  Tel  +62-21  858-0029  INDONESIA;  SAMIR  PHOTOGRAPHIC  SUPPLIES  LTD.  Tel:+966  2  6828219  SAUDI  &  GULF 
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Bin  still  spend  more  than  $6,000  on  a  mobile  computer. 

The  best  news  for  mobile  presenters  is  the  continuing  drop 
k  i  prices  without  stripping  features  to  the  bone.  A  few  notebook 
jjiodels  now  cost  $1,000  or  less,  and  some  have  roughly  the  same 
lower  and  capabilities  as  typical  $600-to-$700  desktop  bargain 
fc'stems.  That's  only  about  a  $300-to-$400  premium.  For  just 
Lnder  $1,000  after  rebate,  Sony  offers  a  three-pound  system  with 
K  600  MHz  processor,  128  MB  of  memory,  a  10.4-inch  active- 
hatrix  screen  and  a  10  GB  hard  drive.  Gateway  offers  rough- 
I  the  same  configuration  for  $1,000,  but  with  a  faster  proces- 
>r,  extra  features  and  a  12.1 -inch  screen — but  at  double  the 
j'eight.  A  new  700  MHz  IBM  ThinkPad  weighing  six 
aunds,  with  a  13.3-inch  display  and  64  MB  of  RAM,  costs  $949. 

Third-generation  PDA  and  handheld  (or  pocket)  com- 
uters,  too,  have  gained  functionality.  Some  now  have  the  pro- 
;ssing  power  and  graphics  capability  to  deliver  presentations, 
.lthough  not  suitable  for  all  presentations,  these  extremely 
ortable  devices  can  eliminate  the  need  to  carry  a  notebook 
pmputer.  Pocket  PC  devices,  such  as  the  Compaq  iPaq,  which 
ses  the  Microsoft  Windows  CE  operating  system,  and  certain 
aim  and  Handspring  PDAs,  come  standard  with  S-VGA 
mtput  for  connecting  to  an  external  monitor  or  projector. 

oney,  I  Shrunk  the  Projector 

advances  in  notebook  computer  design  may  let  mobile  pre- 
fers drop  as  much  as  10  pounds  or  more  in  a  single  purchase, 
ut  the  greatest  weight  loss  in  mobile  presentation  has  been  in 
rojection.  Not  so  many  years  ago,  data/video  projectors — full 
f  lamps,  lenses,  fans  and  imaging  elements — weighed  at  least 
5  pounds.  For  the  most  part,  the  early  "portable"  projectors 
'ere  moved  only  from  room  to  room  within  an  office  building. 

Realizing  they  were  failing  to  serve  users'  growing  mobile 
lultimedia  needs,  manufacturers  put  their  projectors  on  a  dig- 
al  diet.  Advances  in  optics  design  and  innovations  in  light 
Durces  and  image  processing  helped  projectors  slim  down.  Sales 
rew  rapidly  once  projectors  got  down  to  around  15  pounds, 
oon  the  vendors  realized  they  could  shape  up  their  sales  even 
lore  by  making  the  units  weigh  even  less. 

Astounding  even  some  industry  pundits,  projectors  man- 
ged  to  keep  pace,  pound  for  pound,  with  notebook  comput- 
rs.  Today,  presenters  can  take  high-powered  multimedia  pre- 
stations on  the  road,  with  the  computer  and  projector 
/eighing  less  than  what  the  average  laptop  weighed  only  two 
ears  ago.  In  extreme  cases,  the  notebook  and  projector  com- 
ination  can  be  slimmed  to  as  little  as  five  pounds  (without 
ables  and  accessories).  Even  more  astonishing,  the  new  mobil- 
:y  comes  with  good  resolution,  contrast  and  light  output,  as 
^ell  as  a  steady  decline  in  prices. 

The  new  generation  of  projectors  has  made  heavyweight 
resenting  with  lightweight  tools  all  the  rage,  especially  among 
oad  warriors  who  previously  have  blown  out  a  shoulder  lug- 
ing  an  equipment  array  or  who  refuse  to  check  luggage.  Sales 
f  the  latest  generation  of  portable  and  ultra-portable  projec- 
ts have  been  climbing  for  several  years.  Right  now,  the  fastest 
rowth  area  for  projectors  is  in  mobile  sales  applications, 


according  to  David  Mentley,  senior  vice  president  at  Stanford 
Resources.  Fixed  presentation-room  installations  have  not  been 
as  active  as  the  portable  and  ultra-portable  market,  he  adds. 
The  top  projector  makers  have  been  pushing  hard  in  the  ultra- 
portable  category,  where  user  interest  is  high,  as  are  the  man- 
ufacturers' profit  margins. 

Projector  Projections 

The  total  number  of  portable  projectors  in  the  marketplace  is 
miniscule  compared  to  the  number  of  notebook  computers.  It 
probably  always  will  be.  There  are  more  than  20  million  note- 
books out  there  and  only  about  two  million  projectors  world- 
wide, perhaps  because  only  a  fraction  of  mobile  computers  are 
used  for  presentations.  Nevertheless,  the  new  ultra-portables 
could  significantly  reduce  the  computer-to-projector  ratio  as 
more  businesses  gear  up  for  mobile  presentations. 

Pacific  Media  Associates,  a  Mountain  View,  California,  mar- 
ket-research company  that  specializes  in  large-screen  displays, 
predicts  that  total  worldwide  sales  of  projectors  of  all  sizes  will 
jump  to  556,000  this  year,  up  from  341,000  in  1999.  Sales  of  pro- 
jectors weighing  less  than  seven  pounds  increased  from  15,000 
units  in  1999,  when  they  were  first  on  the  market,  to  nearly  a 
quarter-million  in  2001.  Sales  are  on  pace  to  more  than  double, 
notes  Bill  Coggshall,  president  of  Pacific  Media  Associates. 

The  overall  projector  market  has  slowed  from  its  pace  in 
the  first  part  of  the  year.  Even  so,  the  second  quarter  saw  more 
sales  than  the  same  quarter  last  year,  indicating  that  mobile 
presenters  are  not  hesitating  to  downsize  and  upgrade  their 
presentation  tool  kit.  Sales  demos,  training  and  presentations 
account  for  about  90  percent  of  the  applications  for  lightweight 
projectors,  and  that  is  not  likely  to  change,  says  Coggshall.  But 
the  rapid  growth  in  portable-projector  sales  indicates  that  the 
number  of  presentations  using  projection  is  on  the  rise,  par- 
ticularly in  product  demonstration  and  business  presentation. 

Stanford  Resources  studies  confirm  that  the  major  growth 
in  projection  applications  is  in  sales  and  marketing  presentations, 
driven  primarily  by  the  availability  and  pricing  of  projectors 
weighing  less  than  10  pounds.  In  1999,  the  first  five-pound  pro- 
jectors were  introduced.  The  next  year,  the  smallest  was  three 
pounds.  This  year,  companies  began  showing  the  first  genera- 
tion of  two-pound  projectors.  According  to  Stanford  Resources, 
38  percent  of  projectors  that  shipped  in  the  second  quarter  of 
this  year  weighed  five  pounds  or  less.  That  represents  a  two-per- 
cent increase  from  the  previous  quarter.  Of  those  under  five 
pounds,  24  percent  weighed  three-and-a-half  pounds  or  less.  In 
the  same  period,  42  percent  were  in  the  six-to-10-pound  cate- 
gory. That  adds  up  to  80  percent  of  all  projectors  sold  weigh- 
ing less  than  10  pounds.  "Manufacturers  are  breaking  weight 
barriers  every  year  by  using  smaller  displays,  improving  lamp 
technology  and  enhancing  other  components,"  says  Mentley. 

The  DLP  Weight-Loss  Formula 

The  single  most  significant  fad  ijector  weight  reduc- 

tion appeared  out  of  the  research-and-development  labs  of 
Texas  Instruments.  Widely  known  as  DLP  (Digital  Light 
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EPSON  POWERLITE  PROJECTORS  WORK  ANYWHERE,  EVERY  TIME  YOU  WANT  THEM  TO. 

For  those  who've  experienced  that  certain  sinking  feeling  during  a  presentation,  we  offer  the  Epson  PowerLite" 
projector  series.'  Not  only  are  they  easy  to  set  up  but,  weighing  as  low  as  5.8  pounds,  they're  just  as  easy  to  carry. 
Your  audience  is  sure  to  love  the  image  quality  and  clarity  that  comes  from  our  industry-leading  3-LCD  projectors. 


'  tgson  is  a  registered  trademark  of  Seiko  Epson  Corp.  PowerLite  is  a  registered  trademarks  Epson  iSi'raanca.  Iric  >  2001  Epson  AiVienca  Inc 
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And  with  up  to  3,200  lumens  of  brightness,  they  can  even  view  your  . 
presentation  in  a  well-lit  room.  With  all  this,  it's  no  wonder  Epson  PowerLite 

\  i  •      ■    r      •    £  a    j         •  1 1  Epson  PowerLite 

projectors  are  sure  to  shine  in  tront  ot  any,  room.  And  so  will  you.  Projectors  starting  at  $3,2^ 
For  more  info  about  our  full  line  of  projectors,  visit  www.projectors.epson.com/adstjg 
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SONY 

For  an  ultra-portable,  ultra-safe  LCD  projector, 
the  five-pound  Sony  VPL-CS3  SuperLite  LCD 
Projector  is  both  easy  to  transport  and  set  up, 
whether  a  sales  executive  takes  it  on  the  road  or 
the  projector  simply  needs  to  be  moved  around 
corporate  headquarters.  Offering  screen  cover- 
age from  40  to  150  inches  (viewable  area,  mea- 
sured diagonally),  the  Sony  SuperLite  projector 
features  the  clarity  and  image  detail  of  700  ANSI 
lumens  to  frame  the  solution  being  offered  in  the 
brightest  light. 

"By  suiting  up  with  the  affordable  Sony  VPL-CS3 
projector,  the  corporate  AV  professional  is  equipped 
to  engage  an  audience  and  stimulate  them  with  eye- 
catching visuals,"  says  Jonathan  Holmes,  marketing 
manager  for  Sony  Electronics  Broadcast  and  Pro- 
fessional Company. 

Sony  adds  value  to  PowerPoint  with  the  ability 
to  embed  video  and  other  multimedia  effects,  as 
well  as  add  audio  tracks.  Another  unique  feature  is 
the  retractable  front  cover,  which  pops  up  at  the 
touch  of  a  button  to  reveal  the  lens,  two  speakers 
delivering  stereo  sound  and  the  power  and  key 
operational  controls.The  front  panel  is  designed 
to  protect  key  components  from  wear  and  tear 
associated  with  frequent  transportation. 

Other  key  features  include  freeze-frame  capabili- 
ties, 4X  digital  zoom,  whisper-quiet  operation,  a 
front  exhaust  fan  that  blows  air  away  from  the  par- 
ticipants, and  a  remote-control  unit  with  a  joystick 
for  direct  control  of  digital  zoom  and  freeze  func- 
tions, RGB  video  and  PC  signals. 


Processing)  technology,  the  new  type  of  imaging  element  dis- 
plays electronic  images  using  a  single  silicon  chip  containing 
hundreds  of  thousands  of  micro-mirrors  that  mechanically 
reflect  light,  one  dot  at  a  time,  to  form  an  image.  One  of  the 
key  advantages  of  the  new  technology  is  size.  In  a  typical 
portable  projector,  one  DLP  chip  replaces  three  LCD  (liquid 
crystal  display)  imaging  elements. 

DLP  projectors  quickly  grabbed  the  market  share  for  the 
projectors  under  10  pounds.  LCD  manufacturers,  in  turn,  fol- 
lowed with  size  reductions  and  performance  characteristics 
to  challenge  DLP.  DLP  moved  to  dominate  the  less-than-six- 
pounds  class.  But  LCD  devices  fought  back  with  units  as  light 
as  five  pounds.  In  the  most  recent  quarter,  28  percent  of  LCD 
projectors  were  in  the  five-pounds-or-less  category,  compared 
to  12  percent  last  year,  according  to  Stanford  Resources.  Most 
DLP  models  sold  (57  percent)  weigh  five  pounds  or  less.  The 
rest  of  the  DLP  projectors  are  in  the  six-to-1 0-pound  range. 
Currently,  all  projectors  that  weigh  three-and-a-half  pounds 
or  less  use  DLP  technology.  Above  that  size,  the  market  con- 
sists of  a  healthy  mix  of  both  types. 

Introduced  at  mid-year,  the  most  recent  development  in 


DLP-based,  welterweight  projectors  is  a  two-pound  mod 
that  is  about  the  size  of  a  cigar  box.  It  produces  as  much  ligl 
as  a  comparable  10-pound  projector  did  just  a  few  years  ag 
It  sacrifices  some  connectors  and  lacks  a  zoom  lens,  but  it  so 
a  new  benchmark.  Just  how  far  these  devices  can  go  withoi 
being  robbed  of  the  necessary  light  and  image  resolution  f< 
a  decent-looking  presentation  has  yet  to  be  seen.  i 
Within  the  industry,  debate  rages  over  which  imaging  sy 
tern — LCD  or  DLP — produces  the  best  picture  and  value.  ll 
the  end,  value  is  determined  by  the  unique  combination  of  re 
olution,  color,  contrast,  features,  cost  and,  of  course,  weigl 
of  the  actual  projector.  An  LCD-based  projector  might  weig 
more  in  the  raw  than  a  comparable  DLP,  but  it  could  add  ii 
to  a  lighter  package  once  all  cables,  accessories  and  other  add 
ons  are  added  in,  says  William  Bohannon,  chief  scientist ; 
Manx  Research  in  Escondido,  California.  The  trick  to  fine 
ing  the  right  projector  is  matching  all  of  these  variables  to  tn 
specific  needs  of  the  presenter:  What  material  will  be  pre 
sented?  What  is  the  audience  size?  What  is  the  screen  size 


PLUS 

By  the  end  of  the  school  year,  1,000  middle-,  highl- 
and senior-high-school  classrooms  in  the  Piano 
(Texas)  Independent  School  District  will  be 
equipped  with  PLUS  Corporation  U2-1110  ultra- 
compact,  ultra-thin  DLP  projectors,  combined 
with  a  large  (84  inches,  diagonal)  pull-down 
screen  and  a  separate  stereo  audio  system. 

The  projector  was  recommended  by  the  installer, 
ASC  Companies,  because  it  meets  school  district 
specifications,  including  XGA  (1,024  x  768)  resolu- 
tion, 24-bit  color-depth  support,  a  light  source 
made  from  DLP  technology  by  Texas  Instruments, 
and  keystone  correction.  It  exceeds  brightness 
specifications  by  providing  1,100  ANSI  lumens,  so 
lights  don't  have  to  be  turned  off  or  blinds  closed 
during  presentations.The  U2-1110also  handles 
RGB  computer  input,  S-video  and  composite 
video,  enabling  viewing  of  video  from  computers, 
videocassettes,  DVDs  and  television. 

The  projector  weighs  5.6  pounds  and  measures 
2.3  x  9.3  x  11.7  inches,  making  it  easy  to  permanently 
mount  on  the  ceiling.  Capable  of  providing  images 
from  25  to  300  inches  diagonal,  the  projector  easily 
fills  the  84-inch  diagonal  screen  from  a  distance  of 
11.5  feet.  A  number  of  user-friendly  features  are 
provided  via  remote  control,  including  a  built-in 
laser  pointer,  freeze-frame  and  digital  zoom. 

"The  overall  objective  is  to  provide  our  secondary 
school  students  with  a  dynamic  educational  envi- 
ronment that  will  encourage  real-time  presentation 
and  sharing  of  student  discoveries  and  teacher- 
guided  dialogues  in  a  multimedia  fashion,"  says 
Jim  Hirsch,  assistant  superintendent  of  technology 
for  the  school  district. 


making  pleasure 


Sony's  new  VPL-CS3  ultra-light 
(5lbs.,  5oz.)  Micro-portable 
Projector  will  make  a  weighty 
impression  the  moment  you  set  it 
down.  After  your  audience  finishes 
admiring  its  innovative  design  with  a 
stereo  speaker  panel  that  doubles  as 
a  lens  cover,  they'll  marvel  at  the  bright 
(700  ANSI  Lumens*)  picture  and  SVGA 


resolution  (800  x  600)  delivered  by  its 
three  0.7"  LCD  panels.  (Also  available  is 
the  VPL-CX2  with  750  ANSI  Lumens  and 
true  XGA  resolution.)  The  VPL-CS3  is 
supplied  with  4X  digital  zoom,  digital 
keystone  correction,  remote  control 
and  custom  carrying  case.  With  all  these 
features,  insist  on  a  Sony  Micro-portable 
Projector.  And  make  business  a  pleasure. 


Call  for  a  Free  Display  Product  Resource  Guide  Mini  CD-ROM. 
1-8QO-472-SONY  ext.  CS3  or  vwvwsony  ;om/proiectors 

©2001  Sony  Electronics  Inc  All  rights  reserved  Reoroduction  in  whole  or  in  part  without  written  permission  is  prohibited 
Sony  is  a  trademark  ot  Sony  "ANSI  lumens  is  a  measuring  method  of  the  American  National  Standards  Institute  IT7  228 
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EPSON 

From  Epson  America  comes  a  range  of  projec- 
tors for  corporate  AV  use.  Epson's  PowerLite 
810p  Multimedia  Projector  features  2,000  ANSI 
lumens  and  XGA  resolution.  For  portable  presen- 
tations, this  9.3-pound  unit  offers  an  exceptional 
brightness-to-weight  ratio,  with  three  Epson  0.9- 
inch  high-aperture  LCDs  that  provide  remarkable 
brightness  and  image  quality. 

The  PowerLite  810p  also  offers  native  XGA 
resolution,  which,  at  1,024  x  768,  matches  the 
resolution  of  most  of  today's  popular  computers. 
Built-in  hardware  and  software  adapt  the  projector 
to  the  incoming  computer  signal  so,  no  matter 
what  signal  is  input,  it  will  be  remapped  to  look  like 
1,024  x  768.  Electronic-based  horizontal  keystone 
correction,  in  addition  to  vertical  keystone  correc- 
tion, provides  additional  positioning  flexibility. 
"This  lets  you  correct  for  the  distortion  of  having 
to  move  the  projector  side-to-side  for  optimum 
placement,"  says  Mark  Pickard,  group  product 
manager  for  AV  products  at  Epson  America. 

Color  Reality,  a  built-in  color-management  sys- 
tem, provides  six  programmed  color  modes.  They 
include:  default,  with  the  best  brightness  out  of  the 

unit;  "meeting,"  for  an 
increase  in  contrast 
and  color  saturation 
for  a  presentation  off 
the  computer  with  the 
lights  on;  "presenta- 
tion," with  a  still  higher  level  of  color  saturation 
and  contrast  for  meetings  in  a  darkened  room; 
sRGB,  which  complies  with  a  Microsoft  standard 
color  set  that  lets  the  projector  match  the  color 
performance  of  a  CRT  monitor;  "theater,"  which  is 
ideal  for  video  because,  by  increasing  gray-scale 
linearity,  it  improves  the  detail  in  dark  areas;  and 
"amusement,"  for  playing  or  developing  games. 

Another  projector,  the  PowerLite  8150i,  is  one  of 
the  only  projectors  available  today  that  can  be 
attached  to  a  computer  network  and  controlled  from 
a  standard  Internet  browser.  Software  built  into  the 
projector  lets  the  user  make  notes  on  the  slides  and 
store  the  notes  in  the  projector's  memory,  which  can 
then  be  printed  or  distributed  as  meeting  minutes  to 
whatever  computers  are  on  that  same  network. 

Also  from  Epson  is  the  8.6-pound  PowerLite  50c, 
which  offers  1,000  ANSI  lumens  and  S-VGA  (800  x 
600)  resolution  at  an  entry-level  price."Epson's  reli- 
ability is  unsurpassed,"  says  Pickard.  "We  design 
the  LCDs  that  go  into  two-thirds  of  the  LCDs  in 
today's  projector  market.  Our  projectors  are  more 
efficient,  because  our  designers  are  working  with 
the  LCDs  throughout  the  development  process, 
instead  of  having  to  buy  them  from  outside." 


Will  the  room  be  light  or  dark?  What  is  the  laptop  resolution 
Will  the  presentation  include  video? 

The  important  factor  to  understand  in  the  burgeonin 
portable  and  ultra-portable  market,  says  Bohannon,  is  ths 
presenters  do  not  automatically  opt  for  the  smallest  first,  eithq 
in  computers  or  projectors.  The  first  three-pound  projector 
"did  not  sell  like  hotcakes,"  he  says.  "They  sold  like  stal 
bagels."  The  same  was  true  when  the  computer  industry  triq 
to  sell  the  first  generation  of  handheld  computers. 

Most  purchasers  and  users  of  projection  technology  cofl 
rectly  make  their  decisions  on  the  price/performance  ratio  cj 
the  projector.  Size  is  only  one  variable.  As  features  and  func 
tionality  are  added,  and  as  prices  drop,  the  value  of  the  small 
est  models  increases.  Because  size  and  weight  are  top  criteria 
Bohannon  predicts  that  ultra-portables  will  continue  to  be  th 
fastest-growing  segment  of  the  projector  market,  with  a  3 
percent  increase  over  the  next  three  to  four  years. 

Projector  prices  in  the  under- 10-pound  category  continue  tl 
range  dramatically  from  $1,800  for  a  recently  announced  bard 
bones,  three-pound  projector  to  as  much  as  $10,000  for  a  full 
featured  9.9-pounder.  But  as  with  weight,  the  trend  in  prices  j 
downward.  Business  and  in-flight  magazines  are  crammed  witl 
projector  advertisements  as  dozens  of  vendors  fight  for  brani 
recognition.  In  the  midst  of  a  product-oversupply  situation,  man 
ufacturers  are  anxious  to  move  product  through  the  pipeline 
Those  factors,  combined  with  more  cost-efficient  productiol 
methods,  have  created  favorable  buying  conditions. 

Buyers  should  still  expect  to  pay  more  for  expanded  feai 
tures  and  better  performance,  but  they  can  expect  to  pay  leS 
overall  for  a  projector  of  comparable  specifications  than  the 
would  have  paid  just  12  months  ago,  says  Coggshall.  He  pre 
diets  the  price  for  projectors  in  the  four-and-a-half-  to  six-anq 
a-half-pound  range  will  drop  from  an  average  of  $4,100  il 
January  to  about  $3,400  by  the  end  of  the  year.  In  fact,  mos 
categories  of  projectors  can  be  expected  to  post  a  20  percen 
decline  in  prices  for  the  year.  "The  price  is  dropping  rapid 
ly  because  of  overcapacity  and  the  economy,"  he  says. 

Overall,  sales  trends  and  buying  patterns  are  being  pro 
pelled  by  the  need  to  communicate  clearer,  faster  and  witl 
more  impact  than  in  the  past,  explains  Chris  Chinnock,  senio 
editor  of  the  Microdisplay  Report,  a  newsletter  based  in  Nor 
walk,  Connecticut.  "Multimedia  presentations  are  becominj 
more  expected,"  he  says.  Projectors  are  losing  weight  ever 
year.  The  value  ratio  is  improving.  "The  products  are  mak 
ing  it  easier  and  more  affordable  to  do  presentations  anytime 
anywhere,"  he  adds.  "And  when  something  is  easier  and  mor 
affordable,  you  tend  to  do  more  of  it."  I 


Written  by  Robert  L.  Lindstrom,  the  author  of  The  Business  Week 
Guide  to  Multimedia  Presentations,  executive  director  of  the  Digital 
Exploration  Society  and  co-founder  of  Sphericity.com.  He  can  be 
reached  at  rob@sphericity.com. 
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eally 
Needs 
Madison  Avenue? 


rom  TV  shows  to  books, 
larketers  are  trying  to 
reate  entertainment 
lat  puts  their  own 
roducts  in  starring 
Dies.  Great  for  them, 
)usy  for  us  and  for 
dvertising  agencies  that 
lay  become  irrelevant 

N  MARCH  NBC  ENTERTAINMENT 
President  Jeffrey  Zucker  was  trolling 
for  producers  to  put  up  money  for  a 
new  reality  show,  slated  for  late  sum- 
mer, called  Lost.  The  weakening 
:onomy  made  the  $725,000  cost  per 
pisode  more  than  NBC  wanted  to 
loulder. 

Zucker  got  his  money  from  an  un- 
;kely  source:  Madison  Avenue.  A  unit  of 
d  giant  Interpublic  Group  convinced  a 


quartet  of  clients  to  fund  the  six- 
episode  show,  which  follows  six 
people  in  a  competitive  scamper 
from  the  Gobi  Desert  to  the  Statue  of 
Liberty.  In  exchange,  Coca-Cola,  John- 
son &  Johnson,  Lowe's  and  Marriott  In- 
ternationa! locked  up  much  of  the  ad 
time.  They  also  secured  roles  for  some  of 
their  products  in  a  series  that's  supposed 
to  be  unscripted.  In  Lost,  which  started 
airing  last  month,  participants  guzzle 
Dasani  bottled  water  (a  Coke  product) 
and  use  survival  items  from  crates  em- 
blazoned with  hardware  giant  Lowe's 
logo.  "A  couple  of  years  ago  advertisers 
viewed  this  type  of  deal  as  too  risky," 
says  Robert  Riesenberg,  managing  direc- 
tor of  Interpublic's  Universal  McCann 
Entertainment  and  the  broker  between 
Zucker  and  the  Lost  financiers. 

Desperate  measures  for  desperate 
times.  Facing  budget  constraints  and  an 
increasingly  fragmented  audience,  mar- 
keters are  seeking  more  targeted  and 


cost-effective  ways  to  reach  consumers 
than  traditional  advertising.  Increasingly 
that  has  come  to  mean  creating  or  fund- 
ing entertainment  where  they  can  embed 
products  in  the  storyline  or  performance. 

But  as  marketers  become  content 
creators,  they  are  looking  beyond  Madi- 
son Avenue  for  companies  that  create 
short  films,  videogames  and  music 
videos.  Meanwhile,  advertising  agencies 
are  scrambling  to  avoid  getting  written 
out  of  the  script.  It's  a  tough  role  in  a 
year  when  ad  budgets  may  be  slashed  by 
9%,  probably  the  biggest  year-on-year 
decline  since  1 938. 

Naturally,  ad  agencies  are  turning  to 
TV,  where  the  networks  are  increasingly 
willing  to  wheel  and  deal — especially 
this  year,  when  they  will  suffer  at  least  a 
4%  drop  in  ad  sales.  That's  one  reason 
for  the  Lost  deal.  It's  also  why  ad  giant 
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WHAT  CONNECTS  YOU  CAN  ALSO  CONFINE  YOU.  Is  your  enterprise  software 

information  hostage?  Remote,  real-time  access  to  applications  and  data  is  key  to  improving  customer  relationships  and  employee  produ 
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clone  right,  mobile  computing  can  set  your  business  free.  Let  us  show  you  how.  Call  (800)  771-1447  or  visit  www.c7s1vc.eom/mobile 
ive  a  white  paper  about  the  challenges  and  benefits  of  enabling  your  enterprise  for  mobile  technologies.  •.\j£2»  1 


Cm 


solutions  built 
wivhout  boundaries 


Still  hoping  for  a  role:  Adman  Robert  Riesenberg  helps  marketers  create  TV  programming. 


Omnicom,  among  others,  occasionally 
musters  audacious  placement  of  prod- 
ucts in  shows  like  CBS'  hit  Survivor  and 
ABC's  upcoming  77jc  Runner. 

With  some  campaigns  put  on  hold 
or  reduced  in  scope,  ad  agencies  are  try- 
ing to  come  up  with  other  concepts  they 
hope  their  clients  can't  refuse.  This 
month  Ogilvy  &  Mather  creative  chief 
Richard  Boyko  is  working  on  an  idea  for 
a  13-week  TV  series  that  clients  such  as 
Miller  Brewing  or  Motorola  could  spon- 
sor and  use  for  product  placement. 
Wieden  &  Kennedy  is  coproducing  a 
live  musical  called  Ball  with  seed  money 
from  client  Nike.  Dan  G.  Wieden, 
agency  cofounder,  confides  he  hopes  it's 
headed  for  Broadway. 

Even  the  media  buyers — who  con- 
trol the  flow  of  dollars  from  advertisers 
to  media — are  testing  their  mettle  as 
content  creators.  On  one  recent  after- 
noon Jon  D.  Mandel,  chief  negotiating 
officer  of  MediaCom  and  one  of  the 
nation's  biggest  buyers  of  ad  time,  was 
huddled  in  a  meeting  with  a  Holly- 
wood talent  agent  to  discuss  a  celebrity- 
hosted  Ethan  Allen  Interiors  decorating 
show  that  he  could  push  on  a  cable  net- 
work. "It's  a  cross  between  Martha 
Stewart's  show  and  This  Old  House," 
Mandel  tells  the  agent. 

Nothing  brand-new  here,  of  course. 
But  it's  stealthier  than  the  early  days  of 
TV,  when  agencies  produced  shows  like 
Milton  Berle's  Texaco  Star  Theater.  It's 
also  harder  for  viewers  to  skip  than  the 


commercial  breaks  that  appeared  as  soon 
as  the  networks  started  creating  their 
own  programming  in  the  1950s. 

What's  more,  it's  less  ham-fisted  than 
shoehorning  brands  into  network-pro- 
duced shows,  the  way  CBS  wrote  Eliza- 
beth Taylor  into  four  sitcoms  in  1996  so 
she  could  pitch  her  Black  Bu|gari  scribe 
Pearls  fragrance.  Or  the 
way  PepsiCo  bought  a  tide 
role  in  an  ABC  comedy  se- 
ries starring  Dana  Carvey 
and  larded  each  episode 
with  the  name  of  a  Pepsi 
unit,  like  "The  Taco  Bell 
Dana  Carvey  Show."  Sur- 
prise: It  was  a  flop. 

By  producing  their 
own  programming,  mar- 
keters can  blend  in  more 
easily.  Nike  wasn't  identi- 
fied as  the  creator  of  Road 
to  Paris,  a  one-hour  documentary 
about  the  U.S.  cycling  team's  prepara- 
tion for  the  Tour  de  France  that  aired  on 
CBS  in  June.  But,  in  fact,  Nike  paid  its 
agency  and  production  company 
@radical.media  to  create  the  documen- 
tary. It  bought  the  hour  of  airtime  for 
about  $250,000.  Did  anyone  keep  track 
of  the  number  of  signature  "swoosh" 
checks  in  the  show? 

What  worries  ad  agencies  is  that 
some  brands  are  bypassing  them  com- 
pletely, putting  the  30-second  commer- 
cial in  danger.  Italian  jeweler  Bulgari 
commissioned  best-selling  writer  Fay 


Weldon  to  pen  a  novel  in  which  it  wouli) 
feature  prominently.  The  Bulgari  Con 
nection  is  due  out  next  month.  Fori 
Motor  reached  beyond  its  agency  to  fin* 
the  creator  of  its  new  online  videogame 
DJ  Fu  Wax  Attack.  And  Hollywood  pro! 
duction  company  Anonymous  Content 
took  the  lead  this  year  in  assemblinj 
big-name  writers,  directors  and  actorj 
for  five  short,  slick  BMW  promotions 
films  you  can  download  frori 
www.bmwfilms.com.  Though  BMW' 
agency,  Minneapolis-based  Fallot 
Worldwide,  thought  up  the  initial  conj 
cept  for  the  films,  Anonymous  Conten 
got  top  creative  billing.  Interesting  tha 
BMW  sales  are  up  19%  this  year  in  J 
weak  economy. 

So  are  ad  agencies  an  endangered 
species?  Marketers  will  continue  to  nee« 
agencies  for  their  strategic  insight  an< 
media-buying  clout,  notes  H.  Mitchel 
Kanner,  an  entertainment  and  advertisi 
ing  consultant.  But  creative  content  cai 
come  from  just  about  anywhere  else. 


Fay  Weldon. 


Agency  executive 
admit  they  should  hir> 
more  out-of-the-molJ 
people,  like  videoganv 
creators  who  could  mak| 
agencies  into  producer 
of  experimental  content 
"I  hope  that  the  reces 
sionary  economy  will  b 
the  catalyst  for  Madisoi 
Avenue  to  elevate  it 
game,"  says  Keitl 
Reinhard,  chairmai 
of  ad  agency  DD) 
Worldwide.  "Unfortui 
nately,  it  is  comfortabL 
for  us  to  make  30-sec 
ond  commercials." 
Fortunately  for  Madison  Avenue 
there  are  still  companies  whose  product 
and  corporate  names  would  look  odd  ii 
TV  shows,  books  or  videogames.  No 
that  they  necessarily  realize  it. 

Steven  Golin,  founder  of  Anony 
mous  Content,  says  he  has  received  calll 
from  companies  eager  to  produce  filrni 
like  BMW's.  "I  don't  know  how  to  mak 
content  featuring  Cisco  or  Sun  Mi 
crosystems  or  Oracle  entertaining,"  h 
sighs.  Not  yet,  anyway.  — M.  W 
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Yell  and  Sell 

With  ad  revenues  tanking,  NBC  may 
find  salvation  in  a  most  unlikely  place: 
home  shopping. 


BY  JOHN  GORHAM 

GENE  C.  MCCAFFERY 
grew  up  in  the 
South  Bronx  and 
led  helicopter  as- 
sault teams  in  Viet- 
nam before  working  his  way 
up  the  ranks  to  become  vice 
chairman  of  Montgomery 
Ward.  But  little  in  his  back- 
ground prepared  him  for  the 
challenge  he  faced  in  1998 
when  he  was  tapped  as  chief 
executive  of  Value  Vision. 

As  the  also-ran  home 
shopping  channel  after  QVC 
and  Barry  Diller's  HSN,  Value- 
Vision  faced  a  grim  future.  Its 
stock  was  in  the  tank,  losses 
were  mounting  in  its  catalog 
business  and  a  merger  with  an 
infomercial  outfit  had  just 
fallen  through. 

But  McCaffery  found  an 
unlikely  lifeline  at  NBC.  This 
GE-owned  network  prides  it- 
self on  prime-time  hits  such  as  Frasier, 
ER  and  Friends — not  gelatinous  huck- 
sters peddling  zirconium.  Nonetheless, 
NBC  and  its  corporate  sister,  GE  Capital, 
invested  what  would  later  expand  to 
$220  million  for  a  39%  stake  in  the 
fledgling  firm.  With  NBC's  prestige  and 
muscle  behind  him,  McCaffery  has  got- 
ten ValueVision  into  40  million  full-time 
cable  households,  up  from  15  million 
before  NBC.  Sales  have  jumped  114% 
since  the  1999  deal  to  a  likely  $470  mil- 
lion this  year. 

NBC  is  more  comfortable  with  huck- 
sters now.  In  March  ValueVision  granted 
NBC  options  for  6  million  shares  for  the 
right  to  recast  itself  ShopNBC  and  plaster 
the  NBC  logo  on  its  cable  TV  show  and 
Internet  site.  "We  wouldn't  be  where  we 


Must-sell  TV:  ValueVision's  Gene  McCaffery. 

are  without  them,"  says  McCaffery. 

Now  he's  returning  the  favor.  Wit  pssib 
the  traditional  advertising  market  in  tui 
moil,  NBC  needs  ValueVision  as  much  i 
ValueVision  needs  it. 

"The  whole  financial  model  unde 
which  network  television  was  created 
imploding,"  says  Steven  Grubbs,  fh 
head  of  the  U.S.  media-buying  arm  of  a 
giant  Omnicom. 

Diversifying  into  other  media  pre 
vided  little  relief.  NBC's  separately  trade 
Internet  venture  NBCi  wrote  off  $19 
million  of  Internet  investments  last  Apri 
Unlike  CBS  and  ABC,  both  owned  b 
media  conglomerates  that  can  repackag 
their  content  in  myriad  ways,  NBC's  d  e: : 
versification  consists  mostly  of  stakes  i 
cable  channels  such  as  CNBC  and  MSNBC 
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SHOP  NBC 


lich  depend  on  the  shaky  advertising 
irket  to  supplement  cable  fees.  Adjust- 
g  for  last  year's  $800  million  in 
ympics  ad  revenue,  NBC's  network 
/enue  is  projected  to  fall  5%  to  $3.9 
lion  this  year. 

NBC  thinks  it  may  find  some  relief  in 
me  shopping.  Beginning  this  month, 
ValueVision  is  unveiling  a  new 
format  that  is  a  blend  of  en- 
tertainment with  the  usual 
"yell  and  sell"  found  on 
home-shopping  channels. 
New  fare  includes  a  ten-show 
deal  with  fishing  outfitter  Bass 
Pro  Shops,  a  reality-TV  seg- 
ment with  Harrah's  Enter- 
tainment, the  Yahoo  Shopping 


gence  of  television,  advertising  and  shop- 
ping," says  Mark  Begor,  NBC's  chief  fi- 
nancial officer.  Begor  says  that  in  other 
instances  NBC  will  seek  original  pro- 
gramming for  the  network  that  offers 
more  of  an  opportunity  for  merchandis- 
ing tie-ins  with  ShopNBC. 

In  some  cases  ShopNBC  won't  sell 
merchandise  at  all,  but  will  simply  pro- 
duce blocks  of  programming  for  com- 
panies that  want  to  flog  products  them- 
selves, presumably  going  after  existing 
NBC  advertisers  (see  story,  p.  131).  "When 
people  look  at  the  home-shopping  genre 
today,  a  lot  of  them  say:  'It's  not  for  me.' 
We  need  to  figure  out  a  way  to  break 
that,"  says  McCaffery. 

But  among  the  competition,  which 


"The  model  under  which  network 
TV  was  created  is  imploding." 


Hour  and  a  talk  show  featur- 
ing Star  Jones,  host  of  ABC's 
The  View. 

In  the  Harrah's  segment, 
for  example,  the  casino  chain's 
officials  will  be  interviewed  in 
ShopNBC's  Minneapolis  stu- 
dio while  a  live  $1  million 
treasure  hunt  in  the  Nevada 
desert  goes  on  in  the  back- 
ground. In  between  the  action, 
arrah's  will  flog  vacation  packages. 

For  NBC,  the  new  format  opens  up 
l»ssibilities  for  synergies  that  it's  never 
Id  before  as  part  of  a  financial  and  in- 
jistrial  conglomerate.  For  instance, 
lopNBC  is  planning  home-shopping 
rsions  of  programs  that  air  on  NBC  sta- 
ins. Typical  is  a  proposed  show  with  Re- 
|;cca  Kolls,  a  former  small-town  TV 
father  personality  who  has  blossomed 
to  the  star  of  her  own  gardening  show 
indicated  by  NBC  and  Hearst-Argyle 
jlevision.  Under  a  proposed  deal,  she'll 
jipear  on  a  separate  show  on  ShopNBC 
jnere  she'll  hawk  gardening  tools  in  be- 
'een  clips.  ShopNBC  has  also  discussed  a 
pssible  shopping  program  with  celebrity 
kef  Emeril  Lagasse,  who  now  stars  in  an 
JC  sitcom. 

I  "There  will  be  a  continued  conver- 


measures  itself  on  sales  per  minute,  Mc- 
Caffery's  strategy  amounts  to  heresy.  "If 
entertainment  means  the  part  where  you 
are  not  going  to  be  selling  anything,  then 
no,  we  are  not  interested,"  sniffs  HSN  Chief 
Executive  Mark  Bozek.  HSN  had  a  deal 
with  ABC  to  sell  jewelry  worn  by  actors  on 
the  soap  opera  All  My  Children,  but  the 
trinkets  were  sold  like  anything  else. 

As  it  is,  ValueVision  trails  HSN  and 
Comcast's  QVC  not  only  in  size  but  also 
in  profitability.  ValueVision's  operating 
margin  is  5%,  compared  to  14%  and  18% 
margins  for  HSN  and  QVC,  respectively. 
ValueVision's  annual  sales  per  cable 
household  are  $12,  compared  with  an  es- 
timated $20  for  HSN  and  $40  for  QVC. 

But  McCaffery  argues  that  because 
he  trails  the  other  guys,  he's  sometimes 
better  off  selling  programming  blocks  in- 
stead of  hawking  costume  jewelry.  The 
$60,000  that  ShopNBC  might  charge  to 
produce  an  hour  show  is  roughly  dou- 
ble the  average  gross  margin  it  generates 
in  one  hour  of  selling.  QVC  and  HSN  gen- 
erate significandy  more  in  gross  margin 
per  hour  and  therefore  have  more  to  lose 
selling  programming  blocks. 

"The  world  is  starting  to  change," 
says  McCaffery.  "You  can't  just  put  some- 
thing up  and  let  it  spin."  F 
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You  have  a  business  to  run.  And  building  and 
operating  communications  infrastructure  probably 
isn't  your  core  competency.  So  why  devote  your 
precious  resources  trying  to  reinvent  the  data 
networks,  scalability,  security  and  performance 
WorldCom  is  known  for  across  the  globe?  After 
all,  communications  is  our  core  business. 

WorldCom  has  a  team  of  experts  whose  sole 
focus  is  providing  optimal  solutions  that  are  cost 
effective  for  your  business.  We  manage  those 
solutions  through  our  global  data  centers,  which 
plug  directly  into  the  world's  farthest-reaching*  IP 
network.  Maybe  that's  why  over  50%  of  the  Fortune 
1000  and  their  subsidiaries  tap  into  WorldCom  for 
complex  IP  services.  Why  not  join  them? 

In  these  economic  times,  or  really  at  any  time, 
you  can't  afford  to  divert  your  attention  away  from 
driving  your  business.  But  you  can  afford  WorldCom, 
and  we're  just  a  call  away. 


Visit 

www.worldcom.com/us/info/outsource 
or  call  1-888-886-3829 
for  dozens  of  outsourcing  solutions. 
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I  Lower  Your  Total  Cost 
I         Of  Ownership  With 

I  WorldCom 

Web  Hosting 

j  Solutions 

by  Lynn  Morrissey 

more  than  17  million  customers,  San  Francisco-based 
n  Financial  had  a  burgeoning  need  for  a  reliable,  highly  secure 
;  to  handle  confidential  account  information,  safely  process 
■ansactions  and  provide  customer  support.  "The  Internet  has 
>ecome  a  critical  channel  for  our  customers  and  business  over- 
>  Tanni  Graichen,  executive  vice  president  of  Integrated  Card 
Technology  at  Providian  Financial.  But  Providian,  like  many 
mpanies,  understood  the  benefits  of  outsourcing  their  hosting 
allow  their  resources  to  focus  on  its  core  business, 
msiness  strategy  is  crucial  for  any  company  to  compete,  build 
■  relationships,  manage  supply  chains  and  handle  transactions, 
lost,  the  complexities  and  expense  of  a  typical  IT  environment 
louse  management,  even  more  so  during  an  economic  slow- 
"ompanies  are  looking  to  simplify  their  internal  IT  operations, 
also  want  to  enjoy  the  benefits  of  complex  leading-edge  solu- 
lys  Ron  McMurtrie,  vice  president  of  E-Services  for  WorldCom, 
leans  turning  to  outside  experts,  like  WorldCom,  to  manage  their 
llrations  and  mission-critical  applications  for  them." 
jnwavering  clarity,  WorldCom  has  been  steadily  anticipating  the 
business  by  offering  a  complete  range  of  Web  hosting  services 
WorldCom's  comprehensive  hosting  portfolio  includes  three 
services  to  meet  a  wide  range  of  customer  business  needs  and  IT 
lents.  WorldCom's  hosting  product  set  includes  the  following: 
et  Colocation  is  for  businesses  that  prefer  to  self-manage  their 
>ut  want  to  locate  them  within  the  robust  infrastructure  of  a  data 
)cated  directly  on  WorldCom's  IP  network,  supported  by  24x7 
management  and  monitoring, 
i  Hosting  is  a  hilly  managed  service  that  offers  small  and  medi- 
businesses  reliable  performance,  scalable  bandwidth  and  e-com- 
pabilities  within  a  shared  server  environment  at  a  moderate  cost. 
I  ted  Hosting  gives  Web-centric  businesses  the  most  advanced  hilly 
I  single-  and  multi-server  solutions  with  complete  engineering 
site  management  services  and  optional  custom  design  support  to 
I  exacting  technical  requirements  of  complex  e-business  solutions, 
i  loosing  WorldCom  to  manage  its  growing  online  business, 
lJ  n  can  stay  focused  on  its  primary  goal  of  1 00%  customer  satisfac- 
i 's  Graichen,  "WorldCom's  hosting  solutions  can  help  Providian 


Ron  McMurtrie,  VP  of  E-Services,  WorldCom 


retain  its  leadership  position  in  the  financial  services  market  through  high- 
performance  e-business  solutions  ideal  for  today's  digital  generation." 

"WorldCom  can  meet  the  hosting  needs  of  any  business,  regardless  of 
scale,  with  unmatched  efficiency,  security  and  reliability,"  says 
McMurtrie.  And,  over  its  wholly  owned  global  IP  network,  WorldCom's 
seamless,  end-to-end  managed  hosting  solutions  offer  unmatched: 

•  High  Performance  and  Reliability.  WorldCom's  Web  hosting  services 
are  guaranteed  to  perform.  WorldCom  completely  manages  and  moni- 
tors solutions  over  its  wholly  owned  data  center  facilities  and  global  IP 
network  to  ensure  optimal  Web  site  performance  day  in  and  day  out. 

•  Speed.  WorldCom  gets  your  site  up  and  running  as  quickly  as  possible, 
and  with  some  services,  in  as  little  as  10  to  15  days.  Coupled  with  high- 
ly experienced  IT  professionals,  customers  can  depend  on  WorldCom 
for  accelerating  their  e-business  plans. 

•  Customer  Service  and  Support.  Customers  are  assured  of  a  technical- 
ly expert  staff,  access  to  the  latest  technology  and  a  highly  responsive  cus- 
tomer service  staff  anytime,  day  or  night. 

•  Scalability  and  Flexibility.  WorldCom  data  centers  are  embedded 
directly  into  its  global  IP  network  in  locations  throughout  the  world, 
enabling  WorldCom  to  host  Web  sites  and  manage  Web-based  applica- 
tions anywhere  . . .  and  on  any  scale. 

This  year,  WorldCom  unveiled  the  industry's  most  comprehensive  set 
of  managed  Web  hosting  packages  designed  so  that  virtually  any  business 
can  implement  or  fortify  its  e-business  strategy.  By  combining  the  most 
frequently  used  Web  hosting  platforms  and  applications  with  connectivi- 
ty to  the  world's  most  expansive  IP  network,  WorldCom  created  a  suite  of 
packaged  solutions  that  reduce  the  time,  cost  and  technical  issues  often 
linked  to  rolling  out  an  e-business  strategy.  Available  on  three  hosting  plat- 
forms —  Microsoft  Windows  NT,  Windows  2000  and  SUN  Solaris  — 
these  18  high-performance  solutions  provide  all  the  essentials  including 
hosting,  security,  management  and,  of  course,  backup  and  recovery. 

Today,  staying  ahead  of  the  competition  means  having  a  comprehensive 
e-business  strategy  that  won't  drain  valuable  resources  from  your  core  busi- 
ness. WorldCom  focuses  on  providing  the  e-business  infrastructure  your 
company  needs  to  compete  in  the  Digital  \ 
Age.  This  way,  you  can  stay  focused  on 
building  your  business. 


«*LOS  ANGELES  •  NEW  YORK  ■  SAN  FRANCISCO  •  SEATTLE  •  SEOUL  •  PUSAN  •  CHEJU  •  KWANGJU  •  HONG  KONG 
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When  was  the  last  time  you 
looked  forward  to  flying? 


Glorious,  wasn't  it?  Soaring  back  and  forth,  not  a  care  in  the  world.  Which  perfectly  describes  any 
Asiana  Airlines  flight.  Our  staff  won't  just  cater  to  you.  They'll  pamper  you.  Our  fleet  is  one  of  the 
newest  in  the  air,  with  all  the  modern  amenities,  just  sink  back  into  your  seat  -  all  the  way  back  to  180° 
in  Sleeper  First  Class  -  and  enjoy.  A  rewarding  experience,  especially  since  the  miles  you  fly  with  us 
can  be  credited  to  your  American  Airlines  Advantage  account.  Next  time,  fly  Asiana.  After  all,  why 
should  kids  have  all  the  fun?  Call  your  travel  agent  or  Asiana  at  800-227-4262.  Or  visit  www.flyasiana.com 


Asiana  Airlines 

The  Jewel  ,  Asia. 


GUAM  •  BEIJING  •  SYDNEY  •  SAKHALINSK  •  CHONGQING  •  BANGKOK  •  MANILA  •  SINGAPORE  •  YECHON  •  SHANGHAI 


Atnencan  Airlines  is  not  responsible  for  products  or  services  ottered  by  other  participating  companies."  52001  Asiana  Ai 


UU  bbb  I   SMALL  UUMPANI  tS 


ENTREPRENEURSHIP: 
A  BIT  DENTED,  STILL  GOLDEN 

SITUATION:  HOPELESS.  THAT'S  WHAT  EVERY  ENTREPRENEUR  FACES  UNDER  THE  BEST  OF 
circumstances — terrifying  debts,  endless  doubters,  looming  doomsday.  How  much 
worse  then  in  the  wake  of  the  biggest  blow  to  capitalism  and  the  national  spirit  this 
country  has  ever  seen?  With  so  many  huge  corporations  in  peril,  how  can  small  busi- 
nesses survive?  Should  they  invest  in  new  inventory  and  capital  equipment,  much  less  person- 
nel? Will  there  be  customers  tomorrow? 

You  might  as  well  ask  whether  the  sun  will  rise  again.  American  enterprise  is  so  deeply  rooted 
in  the  landscape  you  can't  eradicate  it  with  any  weapon  known  or  yet  to  be  discovered.  It  is  the 
weed  that  grows  stubbornly,  persistently,  with 
minimal  amounts  of  water  and  nutrients. 

These  200  Best  Small  Companies  in  Amer-  --rv 
ica  (the  list  begins  on  page  154)  are  far  from  in- 
vulnerable. The  downturn  has  already  pun- 
ished many  of  them  and  will  no  doubt  exact 
more  pain  over  the  next  few  months.  Still,  the 

share  prices  of  this  elite  group  are  up  an  aver-  $jSl 
age  of  26%  over  the  last  12  months,  compared  ^BfXJI  ^%  ' 

with  a  drop  of  59%  for  the  Nasdaq  index.  ^  • 

In  a  market  governed  by  cosmic  bounces,  ^v^^^H 
we've  learned  to  distrust  highfliers.  The  com- 
panies on  the  following  pages  didn't  get  any 
credit  in  our  rating  formula  for  share  price 

gains.  They  were  scored  solely  on  the  basis  of  ^flHHflHH 
consistent  growth  (see  details  on  page  152).  |§P9L 

— Tom  Post 
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ENTREPRENEUR  OF  THE  YEAR 

JAVA 

MAN 

Bob  Stiller's  long-shot  bets  have  turned 
Green  Mountain  Coffee  Roasters  into  one  of 
the  smartest  small  companies  in  America. 


DON'T  LET  HIS  LOOK  OF 
blissful  relaxation  fool 
you.  Robert  Stiller's  head 
is  constantly  boiling  with 
new  ideas,  many  of  them 
at  odds  with  those  of  al- 
most everyone  around 
him.  Some  of  the  ideas  lose  money. 
Every  now  and  then  one  makes  a  bundle. 

Stiller's  first  big  hit  was  selling 
rolling  paper  on  the  drug-sodden  cam- 
pus of  Columbia  University  in  the  early 
1970s.  His  brand,  E-Z  Wider  (a  little  jab 
at  the  cult  film),  had  double  the  width 
of  competing  brands.  The  paper 
wouldn't  feed  into  the  machine  prop- 
erly, causing  tearing.  It  was  scientifically 
processed;  Stiller  discovered  that  stor- 
ing a  bobbin  of  paper  for  three  weeks  in 
a  humidified  room  prevented  the  raw 
material  from  ripping.  "People  ex- 
pected to  see  potheads,  but  we  were 
more  efficient  at  paper  conversion  than 
any  manufacturer  at  the  time,"  he  re- 
calls. E-Z  stoked  its  sales  to  $11  million 
before  Stiller  and  a  partner  sold  out  in 
1980,  each  pocketing  $3.1  million. 

Twenty  years  later  he  still  has  a 
knack  for  experimentation — in  the 


LESSON 


BY  LUISA  KROLL 

humble  business  of  selling  coffee  beans. 
Founder  and  chief  executive  of  Green 
Mountain  Coffee  Roasters,  58-year-old 
Stiller  is  constantly  trying  out  new  tech- 
nologies, backing  other  entrepreneurs 
with  untested  ideas  and  taking  risks 
with  suppliers  that,  on  the  face  of  it,  ap- 
pear slightly  crazy.  "Bob  has  that  sense 
of  not  what  is,  but  what  could  be,"  says 
Nick  G.  Lazaris,  chief  executive  of 
Keurig,  which  makes  coffee-brewing 
machines  and  is  a  partner  of  Green 
Mountain. 

The  road  less  traveled  is 
strewn  with  riches.  Green 
Mountain  ranks  16th  on  the 
Forbes  200  Best  Small  Com- 
panies ranking,  its  second 
year  on  the  list.  Sales  have 
grown  an  average  24%  over 
the  last  five  years  to  $84  million  for  the 
year  ended  Sept.  30,  2000;  earnings  per 
share  have  been  growing  at  43%.  In  the 
quarter  ended  July  7,  net  income  rose 
67%.  Its  stock  has  more  than  doubled 
in  the  past  12  months,  outperforming 
those  of  both  Starbucks  and  a  closer 
rival,  Peet's  Coffee  &  Tea.  Stiller's  48.5% 
stake  is  worth  $89  million. 


Green  Mountain  has  put  dov 
deep  roots  near  its  headquarters  in  b 
colic  Waterbury,  Vt.  Three  of  every 
pounds  of  roasted  beans  are  sold 
Maine,  New  Hampshire  and  Vermoii 
But  this  is  a  national  company,  derivii 
95%  of  its  revenue  from  6,700  whol 
sale  customers  that  include  conv 
nience  stores,  gas  stations,  superma 
kets,  offices  and  restaurants. 

A  born  tinkerer,  Stiller  spent  wee 
ends  and  holidays  during  his  youth  to 


Don't  forsake  marketing 
If  you  can't  afford  it,  tr 
giving  away  your  produc 

ing  at  Stillman  Manufacturing,  h 
dad's  Bronx,  N.Y.  company  that  mat 
one  of  the  first  tubular  heating  coils  fi 
electric  stoves.  While  still  in  hig 
school,  Stiller  designed  one  machii 
that  handled  milling,  cleaning  ar 
threading  of  a  heating  element.  Colle; 
was  a  chore;  he  couldn't  maintain  a 
average — or  what  the  college  called 
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proper  attitude — to  remain  at  Syra- 
cuse University  and  ended  up  with  a 
degree  in  business  from  Parsons  Col- 
lege in  Fairfield,  Iowa  in  1967.  He 
landed  at  Columbia  as  a  data-process- 
ing manager. 

After  cashing  out  of  the  rolling 
paper  business,  Stiller  found  himself  at 
his  ski  condo  in  Sugarbush,  Vt.  won- 
dering what  to  do  next.  One  night,  as 
he  enjoyed  a  rare  cup  of  coffee  at  a 
restaurant,  he  woke  up  and  smelled  the 
opportunity.  A  couple  of  days  later  he 
visited  the  small  roaster  in  Waitsfield, 
Vt.,  where  the  restaurant  bought  its 
beans.  For  the  next  few  months  he 
roasted  his  own  beans,  using  a  hot-air 
popcorn  popper  at  one  point,  a  cookie 
sheet  at  another,  brewing  batches  of 
coffee  for  friends.  Stiller  ended  up  buy- 
ing the  Waitsfield  store  with  a  partner 
and  giving  the  store  owner  an  equal 
one-third  stake  in  Green  Mountain. 
Within  two  years  he  became  the  sole 
proprietor,  buying  out  both  partners 
for  $100,000. 

The  business  seemed  doomed  from 
the  start.  Holed  up  in  an  office  over  a 
movie  theater,  Stiller  lent  the  company 
$1  million,  but  still  had  to  pay  salaries 
with  credit  cards.  His  $30,000  line  of 
credit  was  snatched  from  him  after  he 
went  to  the  main  branch  of  the  bank  in 
search  of  more  money.  What  loan  offi- 
cer dared  believe  in  this  venture?  This 
was  a  decade  before  Starbucks  reached 
the  East  Coast,  and  a  cup  of  joe  was  just 
something  to  wash  down  the  morning 
eggs  and  toast.  Stiller  added  retail  stores 
in  Vermont  and  Maine,  and  insisted  on 
roasting  only  arabica  beans,  grown  at 
higher  altitudes  and  pricier  than  the  ro- 
busta  variety.  Unable  to  afford  advertis- 
ing, he  gave  away  samples  at  wine  and 
food  festivals  and  to  organizations  like 

LESSON 

Don't  be  afraid  to 
increase  capacity  for 
a  level  of  business 
that  doesn't  yet  exist. 

144     FORBES*  October  29,  2001 


• '"'  ■:>••'  t  •  >V?*!> ..... 


Good  to  the 
last  crop: 
Freshly 
roasted 
beans  cool 
before  they 
are  bagged. 


the  Cub  Scouts  and  Ronald  McDonald 
House.  The  red  ink  flowed,  $1.4  million 
cumulatively  from  1981  to  1985. 

Always  on  the  prowl  for  new  cus- 
tomers, Stiller  began  selling  to  high-end 
restaurants  and  specialty  stores.  He 
bought  a  personal  computer  and  hired 
a  programmer  to  write  software  that 
traced  customers'  orders,  deliveries  and 


,V";."''-*. 


payments.  Ever  since,  he  has  investec  sr; 
heavily  in  technology,  becoming  one  en 
the  first  customers  of  Praxis,  which  de-j 
veloped  a  program  to  monitor  and  ad] 
just  heat  levels  in  the  roasters  appropri-) 
ate  to  each  bag  of  beans.  "Some  sa)| 
there  is  an  art  to  great  coffee,"  sayi 
Stiller.  "I  don't  care  how  artistic  yo 
are,  there  are  too  many  factors  in  pla; 


You  need  the  technology." 

Which  is  why  the  fellow 
with  the  tube-bending  ma- 
chine and  the  rolling-paper 
process  has  installed  $2.5 
million  worth  of  software 
from  PeopleSoft  to  track  dis- 
tribution, manufacturing, 
sales  and  personnel.  At  the 
time  this  software  project  got 
under  way  Green  Mountain 
had  only  $33  million  in  sales 
and  was  PeopleSoft's  smallest 
customer  for  the  product. 
"Green  Mountain,"  says 
Michael  Frandsen,  People- 
Soft's  general  manager  of 
supply  chain  management, 
"is  one  of  the  most  aggressive 
small  companies  I've  come 
across." 

As  when  Stiller  ignored 
the  grumbling  of  some 
board  members  over  selling 
his  premium  coffee  to 
grungy  gas  stations.  He 
thought  it  was  a  good  way  to 
spread  the  brand;  the  trick 
was  to  make  sure  the  coffee 
at  ExxonMobil  was  brewed 
as  carefully  as  it  was  at  New 
York's  Harvard  Club.  So 
along  with  its  beans,  Green 
Mountain  bundled  services 
and  tools,  including  coffee 
machines,  cups,  banners  and 
training.  Stiller  created  one- 
and  two-day  courses  for  cus- 
tomers with  instruction 
about  coffee  farming,  grind- 
ing and  filtering.  Now 
ExxonMobil  is  its  biggest 
customer,  representing  17% 
of  sales  last  year.  Last  No- 
vember Green  Mountain 
gned  a  five-year  agreement,  beating 
Lit  11  rivals,  to  supply  all  1,100 
xxonMobil  company-owned  stores 
id  500  franchise  locations. 

Another  long-shot  bet:  backing 
iree  unknown  entrepreneurs  peddling 
single-serve  coffee  system.  At  the 
me,  they  held  the  patent  on  filter- 
rapped  individual  portions  of  ground 


coffee,  but  had  no  product  ready  for 
market.  Stiller  invested  $150,000  for  a 
1%  stake  in  Keurig.  Green  Mountain 
patientiy  worked  with  them  on  product 
quality  and  flavor.  Finally,  in  1998,  the 
Keurig  machine  rolled  into  offices  like 
PricewaterhouseCoopers.  Green  Moun- 
tain, which  produces  K-Cup  individual 
packages  of  coffee  at  its  factory,  pays 
Keurig  an  undisclosed  royalty  based  on 
the  number  of  packages  it  sells.  Last 
year  K-Cups  contributed  15.7%  of 
Green  Mountain's  revenues. 

Leaning  forward  so  often,  Stiller  has 
occasionally  fallen  off  his  perch.  Anx- 
ious to  expand,  he  took  the  company 
public  in  1993,  but  couldn't  meet  Nas- 
daq listing  guidelines  and  traded  for 
four  years  on  Nasdaq's  minor  league 
system  (called  the  Nasdaq  SmallCap 
Market).  With  the  $1 1.5  million  raised, 
he  invested  in  mail-order  catalogs, 


THE  DAILY  GRIND 

A  grower  of  fancy  coffee  gets 
maybe  a  dollar  a  pound.  How 
come  you  pay  $9?  Here's  how 
the  wholesale  price  adds  up, 
even  before  the  retail  markup. 


$1.25 
0.16 
3.22 
2.46 
0.62 

$7.71 


Cost  of  1.25  pounds 
of  green  beans' 

Shipping 

Other  costs  of  goods2 
Overhead3 
Profit4 

Wholesale  price5 

'20%  weight  loss  in  roasting.  Packaging, 
services,  cups.  3Selling,  sampling  and  admin- 
istrative costs.  40perating.  'Average  yield  to 
Green  Mountain  including  supermarket  coffee 
and  brewed  cups.  Source:  Forbes  estimates, 
using  Green  Mountain's  FY  2000  financials. 


opened  five  retail  stores  and  hired  a 
bunch  of  seasoned  outsiders.  He  also 
spent  $500,000  on  packaging  equip- 
ment that  flushes  out  the  oxygen  with 
puffs  of  nitrogen  to  improve  shelf  life. 

Stiller  wanted  to  invest  now  in  an- 
ticipation of  future  growth.  Such  im- 
provements had  a  cost.  The  company 
lost  a  combined  $4.7  million  in  fiscal 


1993  and  1994.  For  ten  months  Stiller 
stopped  matching  contributions  to  the 
401(k)  program,  and  imposed  a  hiring 
freeze.  The  bigger  growth  lay  with  the 
wholesale  business.  Green  Mountain 
shuttered  its  12  stores  in  1998,  at  a  cost 
of  $1.3  million. 

Vermont  being  Vermont,  it  goes 
without  saying  that  Green  Mountain 
strives  for  a  do-gooder  image,  giving 
away  5%  of  pretax  profits  to  "socially 
responsible"  causes.  "I'm  not  doing  it 
because  I  want  to  give  money  away  to 
charities,"  he  confesses.  "What  we're 
doing  makes  the  most  business  sense." 
Example:  providing  startup  funding 
for  100  small-scale  farmers  who 
formed  a  cooperative  in  Sumatra,  In- 
donesia. Since  then,  production  has  in- 
creased almost  sixfold — 18%  of  its 
arabica  going  to  Green  Mountain. 
Stiller  was  one  of  the  early  backers  of 
"fair  trade"  coffee,  which  pays  farmers 
what  they  need  to  break  even  and  clear 
a  small  profit.  All  this  draws  customers 
like  Columbia  University  and  natural 
food  stores. 

Stiller  has  gradually  backed  away 
from  the  day-to-day  business,  acting 
more  as  teacher  than  taskmaster.  He 
meditates  45  minutes  every  day  and, 
despite  enduring  the  occasional  pair  of 
rolling  eyes,  nudges  his  staff  to  study 
"appreciative  inquiry,"  a  management 
technique  developed  at  Case  Western 
Reserve  University  that  encourages 
people  to  learn  from  their  successes — 
what  produced  a  great  batch  of  roasted 
beans,  for  instance,  or  the  last  deal  that 
closed — instead  of  their  mistakes. 

Is  this  still  a  growth  company? 
Probably  not  the  one  it  used  to  be.  The 
Delta  Shuttle  will  be  buying  less,  and 
Starbucks,  with  help  from  Kraft,  is 
muscling  into  the  grocery-store  chan- 
nel. Stiller  predicts  sales  growth  will  be 
15%  to  20%  next  year,  below  its  five- 
year  average.  But  he's  still  a  risk-taker. 
He  is  spending  $2  million  for  a  couple 
of  roasters,  which  will  boost  capacity 
from  15  million  pounds  to  40  million 
pounds  a  year.  It  will  be  a  long  time  be- 
fore demand  catches  up.  But  Stiller  is 
sure  that  day  will  come.  F 
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How  to  fix  a  broken  audioconferencing  company?  Try  motivating  your  employees  with  howls 
and  "wolf  bucks."  Fran  Flood's  antics  have  helped  Gentner  Communications  exceed  its  goals. 


BY  LEA  GOLDMAN 

SOMETIMES  INSPIRATION  COMES 
from  the  bottom  of  a  margarita 
glass.  While  on  a  road  show  for 
institutional  investors  four  years 
ago,  Frances  Flood,  then  president  of 
Gentner  Communications,  was  com- 


miserating over  drinks  with  her  chief  fi- 
nancial officer,  Susie  S.  Strohm,  about 
the  sorry  state  of  the  Salt  Lake  City- 
based  company.  This  was  supposed  to 
be  a  manufacturer  of  high-end  audio- 
conferencing  equipment,  but  its  prod- 
uct line  was  all  over  the  place.  The 


hodgepodge  ranged  from  hearing  aid 
to  broadcast  equipment  for  radio  sta 
tions.  No  wonder  Gentner  los 
$373,000  in  the  fiscal  year  ended  Jun 
30,  1997.  Employees  were  resentfu  -r 
about  Flood's  belt-tightening  and  am 
bitious  sales  goals.  And,  to  compoun 
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Iblems,  she  and  her  boss,  founder 
Ksell  Gentner,  were  at  odds  over  the 
lure  of  the  company. 
I  Sipping  a  frozen  margarita,  Flood,  a 
Issy  blonde  with  a  booming  Bronx  ac- 
It,  scribbled  a  five-year  plan  on  her 
I  be  mat.  The  goals:  Boost  earnings  per 
Ire  to  18  cents  for  1998  and  quadru- 
I  that  by  2001.  To  accomplish  that 
fluid  demand  a  huge  increase  in  sales, 
In  $13  million,  at  the  same  time  that 
E  overgrown  product  line  was  drasti- 
y  clipped  back. 

The  plan  looked  good  on  salsa- 
ned  paper.  But  nothing  doing  until 
od  could  run  the  company  unfet- 
:d  by  an  old  business  model  and  a 
noralized  work  force.  Gentner,  she 
s,  ran  the  company  like  a  tiny  family 
iness.  Seeing  the  writing  on  the  wall, 
ltner,  46,  had  recently  backed  out  of 
-to-day  operations  and  resigned  as 
irman  four  months  later.  The  board 
ped  Flood  as  chief  executive. 
One  down.  A  onetime  manager  at 
ist  &  Young,  Flood  joined  Gentner 
1 996  as  a  marketing  executive,  only 
confront  a  lethargic  sales  force  that 
htinually  missed  its  numbers  and  en- 
leers  who  developed  new  products 
ihout  any  regard  for  their  commer- 
1  possibilities.  "There  was  no  laser- 
e  focus.  One  day  they'd  be  making  a 
ladcast  product.  The  next  day  it  was 
friething  else,"  she  moans. 
I  Flood  divided  all  products  into  four 
as:  video-  and  audioconferencing, 
>adcast  and  sound  reinforcement 
oducts  that  improve  sound  quality 
arge  public  spaces  like  stadiums).  The 
nufacturing  crew  pored  over  every 
n,  comparing  costs  to  benefits.  Two- 
rds  of  the  catalog  was  jettisoned.  En- 
eers  were  directed  to  develop  up- 
ded,  next-generation  models  of  core 
>ducts.  As  an  incentive  Flood  offered 
R&D  crowd  a  stake  in  profits  if  their 
/ices  got  to  market  on  time;  in  two 
irs  the  product  development  cycle 
proved  by  30%.  And  she  invested  in 
rketing,  boosting  the  budget  each 
ir  to  a  recent  $8  million — 20%  of  fis- 
2001  sales.  The  new  emphasis  was  on 
ing,  not  inventing. 


Many  employees  resented  the 
changes  or  couldn't  keep  up  with  the 
demands.  Flood  showed  them  the 
door.  By  the  end  of  1998  more  than  half 
of  70  employees  were  gone — operators, 
salespeople,  plant  workers,  administra- 
tors, but  not  engineers.  "The  old  cul- 
ture was  very  much  about  family,"  she 
explains.  "In  a  professional  organiza- 
tion everyone  is  accountable." 

To  find  fresh  bodies,  Flood  dis- 
pensed with  job  listings  in  Salt  Lake 
City  papers  in  favor  of  recruiting  new 
talent  with  stock  options,  available  for 
supervisors,  executives  and  engineers. 
The  catch:  The  stock  doesn't  fully  vest 
if  the  company  misses  its  numbers. 
Unlike  the  hordes  of  limping  stock  op- 
tionaires  from  Silicon  Valley,  Gentner 
employees  have  gotten  a  good  deal. 
Shares  of  the  Nasdaq-listed  company 
have  jumped  690%  since  fiscal  1998, 
to  a  recent  $19. 

Credit  Flood's  hokey  movie-themed 
cheerleading  for  much  of  the  turn- 
around. One  year  she  cooked  up  a  "Mis- 
sion: Possible"  campaign,  leaving  voice- 
mail  messages  with  the  sales  division 
oudining  their  targets  and  the  rewards 
for  meeting  them.  Next  she  passed  out 
"wolf  bucks" — part  of  the  company's 
"Hungry  Like  the  Wolf  theme — re- 
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deemable  for  cash  and  prizes  at  the  end 
of  the  year,  if  the  company  met  its  earn- 
ings targets.  Each  time  a  big  deal  closed, 
wild  howls  echoed  in  the  hallways. 

This  past  summer  all  of  Gentner's 
227  employees  met  for  the  unveiling  of 
a  new  theme  based  on  The  Matrix. 
Techno  music  blared  from  speakers  as 
Flood  and  her  board  ran  out  to  meet 
them,  clad  in  black  capes  and  sun- 
glasses and  bellowing  the  company  slo- 
gans for  the  year:  "We  won't  conduct 
business  as  usual!  We  won't  get  sucked 
into  the  Matrix!"  The  crowd  exploded 
in  cheers  as  Flood  introduced  every 


employee  by  name  and  handed  out 
cash  bonuses  of  at  least  $25.  "You'd 
think  they'd  won  the  lottery,"  she 
laughs.  "Psychic  income  is  huge." 

To  regain  the  confidence  of  distrib- 
utors, Flood  dispatched  traveling  sales 
reps  to  demonstrate  new  products  to 
dealers.  Gentner  regularly  hosted  train- 
ing sessions  for  dealers,  especially  pop- 
ular during  ski  season,  as  well  as 
courses  on  the  Web.  For  the  first  time 
Flood  introduced  24-hour  technical 
support  and  offered  vendors  discounts 
for  agreeing  to  sign  long-term  con- 
tracts. She  also  instructed  her  salespeo- 
ple to  pass  along  all  customer  leads  to 
Gentner's  best-performing  dealers. 

Under  Flood's  watch  Gentner 
(number  18  on  the  200  Best  list)  has  had 
average  annual  growth  in  sales  and 
earnings  of  38%  and  75%,  respectively. 
Over  the  last  12  months  it  netted  $5.5 
million  on  sales  of  $40  million,  barely  a 
blip  on  the  $1.6  billion  market  for  au- 
dioconferencing. With  more  companies 
reconsidering  their  travel  plans  since 
Sept.  11,  that  business  should  grow  con- 
siderably. Indeed,  since  the  attacks  Gent- 
ner's 1-800-lets-meet  conference-call 
service  volume  has  jumped  15%. 

Now  for  the  hard  part.  Flood,  45,  is 
aiming  to  enter  the  market  for  video- 


conferencing, whose  growth  rate  of  20% 
is  almost  three  times  that  of  the  audio 
business.  Earlier  this  month  Gentner 
paid  $6  million  for  Dublin-based  hard- 
ware maker  Ivron  Systems.  Coupled 
with  last  year's  $4  million  acquisition  of 
ClearOne,  a  Woburn,  Mass.  manufac- 
turer of  multimedia  products,  Flood 
thinks  she  can  take  on  established — and 
much  larger — players  like  Polycom  and 
PictureTel. 

But  watch  out  for  Sony  and  Mi- 
crosoft, which  are  rolling  out  competing 
products.  Time,  perhaps,  for  a  new  com- 
pany theme — based,  say,  on  Rocky7.  F 
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ON  TRACK 

Ted  Arneault  took  a  down- 
and-out  racing  outfit  in  West 
Virginia  and  created  a  money- 
making  gaming  machine. 

BY  LEIGH  GALLAGHER 

TO  THE  LIST  OF  WEST  VIRGINIA 
heroes  that  includes  Tecumseh, 
Stonewall  Jackson  and  Chuck  Yea- 
ger,  add  former  tax  accountant  Edson 
(Ted)  Arneault.  Certainly,  nobody  has 
done  more  for  the  state's  economy  lately 
than  the  54-year-old  chief  executive  of 
MTR  Gaming  Group  in  Chester,  W.Va., 
35  miles  west  of  Pittsburgh.  In  less  than 
a  decade  he  has  turned  a  struggling  race- 
track into  a  vibrant  casino  operation 
that  earned  $16.9  million  on  revenues 
of  $195  million  over  the  last  12 
months — and  clinched  the  number  7 
spot  on  the  Forbes  200  Best  list.  Over 
the  last  five  years  sales  have  increased  an 
average  of  43%;  earnings,  54%. 

When  a  friend  asked  him  in  1992  to 
help  with  the  sale  of  a  racetrack  called 
Mountaineer  Park,  Arneault  agreed  and 
came  on  as  a  consultant.  After  the  sale 
to  a  public  company,  soon  renamed 
Winners  Entertainment,  Arneault 
stayed  on  to  test  on-site  slot  machines 
in  what  was  characterized  as  a  novel 
deal  with  the  state  lottery  commission. 
He  had  served  in  the  Air  Force,  run  an 
oil  and  gas  company  and  been  a  part- 
ner in  a  jewelry  chain,  a  knife  company 
and  a  steel-processing  plant.  But  noth- 
ing prepared  him  for  what  lay  ahead. 

Months  after  the  sale,  the  lottery  di- 
rector was  convicted  of  insider  trading 
and  fraud.  Turned  out  the  slot-machine 
test  had  been  a  letter  agreement,  with 
no  legal  standing.  The  state  supreme 
court  ordered  the  machines  shut  down. 

Arneault  decided  to  fight.  Holed  up 
for  three  months  at  the  Charleston 
Marriott  in  the  capital,  he  lobbied  the 
court  for  a  stay  on  the  initial  agreement 
and  jawboned  state  representatives  to 
legalize  slot  machines  at  all  four  race- 
tracks in  West  Virginia,  including  those 


"We  didn't 
want  to  see 
this  go 
down":  Ted 
Arneault. 


of  competitors.  The  odds  could  hardly 
have  been  worse:  Get  a  Bible  Belt  state 
to  support  gaming  legislation  in  the 
wake  of  a  lottery  scandal?  Arneault  ar- 
gued that  a  new  law  would  feed  the 
local  economy  and  create  jobs.  In 
March  1994  the  legislature  passed  the 
bill  by  a  slim  margin. 

But  there  would  soon  be  other 
problems.  The  management  firm, 
American  Gaming,  contracted  by 
Winners  Entertainment  to  run  the 
track,  had  burned  through  a  $10 
million  loan  provided  by  its  parent, 
Bennett  Funding  Group,  a  finance 
company  based  in  Syracuse,  N.Y.  The 
Winners  board  booted  out  American 
Gaming  and  installed  Arneault  as 
president  in  1995;  the  company  lost  $4 
million  that  year.  Arneault's  idea  for  a 
fix:  Build  a  casino  near  the  track  to  lure 
more  serious  gamblers.  But  how — 
with  virtually  no  money  in  the  bank? 
Arneault  begged  contractors  to  agree 
to  deferred  payments. 

Then,  in  1996,  Bennett  Funding,  the 
track's  sole  lender,  was  found  to  have 

LESSON 

To  save  your  own 
business,  you  may 
have  to  join  forces 
with  the  enemy. 


swindled  12,000  investors  out  of  $6) 
million  by  packaging  office-equipme 
leases,  borrowing  against  them  ai 
using  funds  from  new  investors 
repay  earlier  ones — said  to  be  one 
the  largest  Ponzi  schemes  in  history. 

"Having  lobbied  to  get  the  h  |' 
passed,  we  didn't  want  to  see  this 
down,"  Arneault  says.  So  he  persuadj 
Cerberus  Partners,  a  Manhattan  fui 
manager,  to  provide  a  $5  million  brid 
loan  and  an  additional  $11  million 
13%  interest  for  1.4  million  war  ran 
Cerberus  kicked  in  another  $14  millii 
the  following  year.  Wells  Fargo  ai 
other  lenders  added  $75  million  o\| 
the  next  three  years. 

Arneault  renamed  the  compa 
MTR  Gaming  and  launched  a  plan 
turn  the  track  into  a  full-scale  ente 
tainment  resort.  Today  Mountaineer  1 
2,000-acre  complex,  with  a  140,00 
square-foot  slots  casino,  seven  bars. 
70,000-square-foot  arena  for  live  ente 
tainment  and  a  28,000-square-foot  coi 
vention  center;  a  spa  and  fitness  cent 
opened  in  August;  a  newly  expandi 
hotel  will  open  next  April.  A  share  of  t 
casino  profits  feeds  the  racetracl< 
purses — which  attract  better  horses  ai 
a  bigger  betting  pool.  MTR  now  televis 
its  races  nationwide — operations  th 
brought  in  $800,000  last  quarter. 

Not  all  of  Arneault's  gambles  ha 
paid  off.  In  1998  he  spent  $14  millifl 
on  two  hotels  and  casinos  in  Reno  an 
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Las  Vegas.  He  shuttered  the  casino  in 
Reno  in  May;  it  and  the  hotel  lost  $  1 .4 
million  in  the  first  half  of  the  year.  He's 
keeping  the  Vegas  property  as  a  means 
to  expand  one  day. 

In  the  wake  of  the  terrorist  attacks, 
with  people  less  likely  to  fly,  Arneault  is 


hoping  for  a  pickup  at  his  flagship 
Mountaineer  resort,  located  within  a 
two-hour  drive  of  10  million  people. 
Since  Sept.  1 1  sales  are  up  17%  over  the 
same  period  last  year.  One  looming 
problem: -While  the  law  doesn't  allow 
for  any  more  racetracks  in  West  Vir- 


ginia, 95%  of  Mountaineer's  visitor: 
come  from  Pennsylvania  and  Ohio—' 
where  gaming  legislation  may  soon  b^ 
enacted  and  suck  away  customers. 

Arneault  is  already  preparing  for  hij 
next  batde:  legalizing  table  games,  whicn 
attract  higher  rollers  than  slots.  F 


■  T'S  LUNCHTIME,  BUT  HA- 

■  root  Nerkizian  won't  leave 
I  his  desk  for  fear  of  missing  a 
call.  The  27-year-old  salesman 
for  transportation  services 
company  C.H.  Robinson 
Worldwide  just  learned  that 
the  trucker  he  hired  to  deliver 
$300,000  worth  of  Chivas 
Regal  scotch  to  Westbury,  N.Y. 
doesn't  have  a  permit  to 
transport  alcohol  in  New  York 
State.  It's  too  late  to  find  a  new 
driver  and  the  shipment  has 
to  be  at  its  destination  by  8 
a.m.  the  next  day.  Nerkizian's 
colleague  calls  a  Robinson  of- 
fice in  Syracuse,  N.Y.  that  does 
business  with  a  brewery.  Can 
he  borrow  its  $5,000  alcohol 
permit?  A  copy  is  faxed  in 
minutes  so  it  can  be  refaxed 
to  the  Westbury  warehouse, 
where  Nerkizian  calls  to 
make  sure  its  manager  will 
accept  a  copy  of  a  permit  in  lieu  of  a  real 
one.  He  will.  Now  there  are  the  30  other 
shipments  to  worry  about  that  day. 

Nerkizian's  Montvale,  N.J.  office  is 
one  of  138  Robinson  branches  that 
pulses  with  the  adrenaline  of  a  trading 
floor.  The  publicly  traded  firm  owns  no 
trucks  or  planes.  What  it  does  is  book 
space  on  them — as  well  as  ships — for 
customers  like  Nabisco,  Frito-Lay  and 
AOL.  Over  the  last  12  months,  handling 
an  estimated  2.5  million  shipments, 
Robinson  earned  $78  million  on  $446 
million  in  sales.  Client  shipping  informa- 
tion rushes  into  giant  servers,  where  it  is 
monitored  from  Robinson's  headquar- 
ters in  Eden  Prairie,  Minn.  But  this  is  as 
decentralized  a  company  as  you'll  find. 

"We  hire  good  people  and  let  them 
attack  the  marketplace,"  says  Daryl  R. 


Verdoorn,  62.  In  his  24  years  as  chief — 
plus  another  14  heading  the  San  Fran- 
cisco office  and  its  personnel — Ver- 
doorn has  created  a  network  of 
independent  profit  centers. 

Branch  managers  control  their  own 
budgets,  hiring,  marketing  and  com- 
pensation. Salespeople  make  on-the- 
spot  decisions  about  pricing  and  carrier 
choices,  based  on  truck 
availability,  load  size,  de- 
livery date  and  what  a 
client  is  willing  to  spend. 

"It's  the  closest  thing 
to  running  your  own 
company,"  says  Joseph 
Franco,  a  ten-year  com- 
pany veteran  in  charge  of 
the  Montvale  office.  He 
has  stepped  up  marketing 
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Let  your 
sales  force 
make  critical 
decisions 
about  pricing. 


and  hired  two  more-experii 
enced  sales  reps.  Net  revenues 
for  his  branch  are  up  77%  tq 
$1.1  million  in  the  first  nine 
months  of  2001  compared 
with  the  same  period  last  year; 

At  the  end  of  each  month 
Franco  tells  his  28  staffers  ex- 
actly how  much  money  the 
office  made.  It's  not  just  a 
morale  booster;  a  midlevel 
salesperson  in  a  typical 
branch  gets  $1,000  or  more  irj 
incentive  pay  for  every 
$100,000  in  profit  the  office 
pulls  in.  That  makes  a  big  dif- 
ference  to  folks  on  a  base) 
salary  of  $35,000.  Chief  Ver-j 
doom  plays  by  the  same  pay- 
for-performance  rules:  Laslj 
year  70%  of  his  $552,00(]| 
compensation  was  bonus  pay 
Will  he  earn  a  little  less 
this  year?  Robinson  has  al- 
ready seen  a  slowdown  in) 
business  as  some  clients  have  curtailed) 
or  canceled  shipping  orders  since  Sept., 
1 1 .  The  company  is  debt-free,  and  Ver-i 
doom  is  hoping  that  he  doesn't  have  to) 
lay  off  anyone;  Robinson  has  never  had! 
companywide  layoffs  in  its  96  years. 

A  silver-plated  lining  in  all  of  this:} 
Without  hard  assets  to  manage,  Robin- 
son generates  free  cash  flow  (net  in-' 
come  plus  depreciationi 
minus  capital  expendi- 
tures) of  $7.6  million  ai 
month.  It  has  $72  mil- 
lion in  the  bank  so  it  can 
continue  to  pay  out  its 
20  cents  a  share  dividend 
(for  a  yield  of  0.7%)  and! 
maybe  even  pick  up  a 
distressed  logistics  com- 
pany or  two.  F 
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If  time  is  money,  this  is  an  ATM. 


Make  the  most  of  your  time  and  money  with  fractional  jet  ownership  from 
CitationShares.  We  offer  convenient  financing  and  the  industry's  lowest  prices 
on  shares  of  fast,  new  business  jets.  Call  us  at  800.340.7767  or  203.861.9667. 


CitationShares 

A   CESSNA/TAG   AVIATION  PARTNERSHIP 


sksonshares.com 
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NUMBING  NUMBERS 

How  the  sliding  economy  has  reshaped  what  it  means 
to  be  among  the  200  Best  Small  Companies  in  America. 


BY  KATRINA  KELLER 
WITH  LESLEY  KUMP 

THE  WEAKENING  ECONOMY  THAT 
hit  large-cap  companies  hard 
whacked  the  daylights  out  of 
many  candidates  for  America's  200  Best 
Small  Companies  (see  p.  154).  Espe- 
cially damaged  were  the  technology 
and  telecommunications  industries.  A 
large  fistful  of  companies  that  made 
our  list  last  year — including  Advanced 
Fibre  Communications,  RF  Micro  De- 
vices and  Inet  Technologies — fell  off 
this  time,  thanks  to  sharply  lower  earn- 
ings over  the  last  12  months. 

The  dov/nturn  had  some  unantici- 
pated consequences  for  our  list.  To 
maintain  our  strict  criteria — a  mini- 
mum 5%  growth  in  sales  and  earnings 
over  each  of  the  last  five  years — we  had 

Candidates  for  the  200  Best  Small 
Companies  list  were  researched  by 
Katrina  Keller  and  Lesley  Kump  and 
edited  by  Michael  K.  Ozanian,  with 
programming  help  from  Vadim  Parfilko. 


to  raise  the  revenue  limit  of  our  list 
members  to  $600  million  from  $350 
million.  That  brought  in  some  new- 
comers, including  home  builder  Mer- 
itage  Corporation  (ranked  4),  Rehab- 
Care  Group  (38)  and  Barr  Laboratories 
(74),  which  makes  generic  drugs. 

Some  companies  disappeared  from 
the  list,  despite  apparently  good  num- 
bers. Prepaid  Legal  Services  made  the 
initial  cut,  but  was  evicted  because  the 
Securities  &  Exchange  Commission  has 
called  its  accounting  policies  into  ques- 
tion. Brass  Eagle,  which  makes  paintball 
products,  missed  estimates  for  the  quar- 
ter ended  June  30  and  issued  a  projec- 
tion for  full-year  earnings  13%  below 
last  year's  level.  Biggest  problem:  In  the 
most  recent  fiscal  year  inventories  in- 
creased twice  as  fast  as  sales.  Medical 
products  company  Arrow  International 
squeaked  through  our  screening,  but 
earnings  growth  has  slid  from  a  five- 
year  annual  average  of  10%  to  a  decline 
of  4%  in  the  latest  quarter.  Ta  ta. 

There's  a  lot  of  variety  in  a  list  of 
companies  with  sales  between  $5  million 


(Credo  Petroleum)  and  $597  milliJ 
(sportswear  retailer  Quiksilver).  Oi 
thing  they  have  in  common:  They're  i 
solidly  profitable,  meaning  we've  ej 
eluded  all  nonrecurring  and  extraorq 
nary  items  in  our  calculations.  The  rani 
ing  is  based  on  six  equally  weight^ 
metrics:  return  on  equity,  sales  and  earl 
ings-per-share  growth — each  of  the! 
measured  during  the  past  five  years  an 
the  most  recent  four  quarters.  It  m 
have  been  a  rough  year  for  small  compi 
nies,  but  the  numbers  suggest  that  sonj 
of  our  200  Best  are  contenders  to  groj 
into  blue  chips.  The  group  has  a  media 
five-year  average  return  on  equity  i 
15%,  earnings-per-share  growth  of  29' 
and  sales  growth  of  22%. 

Looking  ahead,  there's  bad  nev 
and  good  news.  The  terrorist  attacl 
have  made  near-term  outlooks  won 
for  companies  like  Atlantic  Coast  Ai 
lines  (95)  and  corporate  travel  servio 
provider  Navigant  (141).  Since  Sept.  ] 
their  share  prices  have  plunged  50^ 
and  45%,  respectively.  Contrast  that  { 
the  shares  of  defense-related  compani« 
Advanced  Technical  Products  (155 
and  Engineered  Support  Systems  (53 
whose  shares  have  risen  73%  and  52°/ 
respectively,  in  the  same  period. 

And  if  you're  willing  to  stick  you 
neck  out  even  further,  remember-n 
small-cap  stocks  have  historically  led  th 
way  out  of  recessions.  Today  many  loo 
like  bargains:  The  median  2002  estimate! 
P/E  of  the  200  Best  Small  Companies  i 
18,  about  the  same  multiple  as  the  avei 
age  S&P  500  company,  even  thoug! 
smaller  growth  companies  typically  trac 
at  much  higher  P/Es  than  the  large  caps 

Some  interesting — albeit  risky- 
prospects:  Actrade  (5),  Embrex  (56] 
Sport  Chalet  (133)  and  Syntel  (157] 
Earnings  per  share  at  all  four  havt 
jumped  an  average  of  at  least  40%  il 
each  of  the  past  five  years;  none  ha 
long-term  debt.  Yet  each  trades  for  n< 
more  than  13  times  next  year's  ea 
pected  earnings. 

For  an  expanded  version  of  th 
tables,  along  with  enterprise  values 
enterprise  multiples  and  screening  tools 
visit  www.forbes.com/200best.  F 


152     FORBES"  October  29,  2001 


Now  is  the  time  to  talk  about  strength. 


Times  like  these  demand  more  than  compassion. 
Which  is  why  we'd  like  to  provide  some  reassuring 
facts.  We  have  over  100  years  of  experience,  surplus 
in  excess  of  $8  billion  and  more  than  $60  billion  in 
assets.  Policyholders,  agents  and  brokers  should  feel 
confident  in  knowing  that  we  will  stand  behind  every 
single  one  of  our  commitments. 


PROPERTY  &  CASUALTY 


LIFE   &   LTC  • 


For  more  information,  see  an  independent  agent  or  broker,  or  visit  www.cna.com 

CNA  is  a  service  mark  and  trade  name  of  the  CNA  Financial  Corporation.  Copyright  2000-2001.  All  rights  reserved. 


GROUP  BENEFITS 


20f  BEST  SMALL  COMPANIES 


%  FAS 


Sells  comfortable  but 
fashionable  clothes  to 
30-to-60-ycar-olds  at 
Bloomingdale's  prices, 
but  with  better  service: 
The  sales  staff  actually 
waits  on  customers 
and  helps  put  together 
outfits.  Started  testing 
a  line  of  f  ootwear.  Has 
255  stores  nationwide. 


J 


Dynacq 
International 

OUTPATIENT  HEALTH  CARE 
Chief  Executive  Chiu  Moon  Chan 
owns  61%  of  Dynacq's  stock,  worth 
$136  million.  In  the  last  12  months 
the  share  price  has  jumped  242%. 


Measuremen 
Specialtie 

ELECTRONIC 
SENSORl 
Once  big  in  bathrooj 
scales,  MS  has  acquir 
and  developed  a  la 
presence  in  the  indus 
automobile,  medical ; 
military  markets.  Has  la 
operations  in  Chin 


01 

'00 


Comp3ny  (consecutive  years  on  list) 
business 


1     Chico's  FAS  (3) 
14    retailer  of  private  label  casual 
&  dress  apparel  for  women 


PROFITABILITY 


Return  on  equity 


5-year 
average 

27% 


latest 
12  mos 

33% 


Debt/ 
cash 
flow 

18% 


GROWTH 


Sales 


5-year 
average 

41% 


latest 
12  mos 

63% 


EPS 


5-year 
average 

90% 


latest 
12  mos 

65% 


SALES 

latest 
12  mos 
($mil) 


$325 


NET 
INCOME 

latest 
12  mos 
($mil) 


$37.0 


RECENT 
PRICE 


$23.55 


EPS 


2002 
est 


$1.80 


P/E 


2002 
est 


13 


MARKFI 
VALUE1 


($mil) 


$630 


42 


Dynacq  International 
operates  outpatient 
surgical  facilities 


23 


40 


39 


57 


147 


68 


39 


9.4 


15.05 


0.89 


17  216 


3   I  Measurement  Specialties  (2) 
23    produces  electronic  sensors, 
scales  &  tire  gauges 


30 


35 


NM 


39 


75 


83 


55 


113 


9.1 


9.89 


1.37 


84 


I  Meritage  Corporation 
residential  home  builder  in 
Texas,  Arizona  &  California 


26  30 


NM 


46 


39 


117 


71 


597 


42.8 


37.00 


NA 


NA 


198 


5   I  Actrade  Financial  Tech 
■     provides  electronic  trade 
i  acceptance  drafts 


22 


28 


NM 


30 


81 


69 


76 


53 


20.8 


18.37 


2.69 


181 


Stock  prices  as  of  Sept.  28.  ■  Not  on  last  year's  list.  'Includes  all  share  classes. 
NA:  Not  available  or  not  applicable.  NM'  Not  meaningful. 

Sources:  William  O'Neil  &  Co.:  FT  Interactive  Data,  Market  Guide  and  Thomson  Financial/IBES  via  FactSet  Research  Systems. 


StKt  ■ 
N*No 
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ESIDENTIAL  BUILDER 
cuses  on  high-growth  areas 
i  the  Southwest,  with  every- 
thing from  starter  homes 
($165,000)  to  smallish 
: Mansions  ($487,000). 


*R  Qamiag 


am  iag 

luiaily  purse 


ip  than  $50  million  in 
rocccds  to  the  state 
ia. 


has  averagec 
five  years 
the  21 


9 


Christopher  &  Banks 

WOMEN'S  APPAREL 
Same-store  sales  among  343 
outlets  rose  8%  over  the  last  seven 
months;  has  35  C.J.  Banks  stores 
that  cater  to  "plus"  sizes. 

*>  «»'«■ 


z 

Company  (consecutive  years  on  list) 

business 

PROFITABILITY 

GROWTH 

SALES 

latest 
12  mos 
(Smil) 

NET 
INCOME 

latest 
12  mos 
(Smil) 

RECENT 
PRICE 

EPS 

Pit 

MARKET 
VALUE1 

s 

Return  on  equity 

Debt/ 
cash 
flow 

Sales 

EPS 

Dl 

00 

5-year 
average 

latest 
12  mos 

5-year 
average 

latest 
12  mos 

5-year 
average 

latest 
12  mos 

2002 
est 

2002 
est 

(Smil) 

rs 
0 

42 

Metro  One  Telecom  (2) 
provides  directory  assistance 
services  to  wireless  carriers 

13% 

21% 

457% 

71% 

78% 

97% 

200%+ 

$200 

$20.2 

$23.20 

$1.06 

22 

$560 

7 

* 

MTR  Gaming  Group 
operates  racetrack 
&  casinos 

31 

33 

289 

43 

38 

54 

44 

195 

16.9 

9.27 

1.29 

7 

235 

3 
■ 

Cabot  Microelectronics 
polishing  compounds  for 
semiconductor  manufacturing 

17 

28 

11 

67 

47 

200+ 

39 

232 

42.4 

48.31 

2.11 

23 

1,160 

19 

Christopher  &  Banks  ( 2) 
retailer  of  women's 
casual  apparel 

30 

37 

19 

18 

43 

75 

75 

224 

27.2 

30.11 

2.34 

13 

495 

I 

Quicksilver  Resources 
oil  &  gas  exploration 
&  development 

11 

20 

503 

106 

101 

96 

177 

154 

27.0 

13.60 

0.92 

15 

253 

tock  prices  as  of  Sept.  28.  ■  Not  on  last  year's  list.  'Includes  all  share  classes. 
A:  Not  available  or  not  applicable.  NM:  Not  meaningful. 

ources:  William  O'Neil  &  Co  ;  FT  Interactive  Data.  Market  Guide  and  Thomson  Financial/IBES  via  FactSet  Research  Systems. 
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200  BEST  SMALL  COMPANIES 


2001  RANKING 


2£ 

Z 

Company  (consecutive  years  on  list) 
business 

PROFITABILITY 

GROWTH 

SALES 

latest 
12  mos 
(Smil) 

NET 
INCOME 

latest 
12  mos 
(Smil) 

RECENT 
PRICE 

EPS 

P/E 

MARKS 
VALUE 

s 

Return  on  equity 

Debt/ 
cash 
flow 

Sales 

EPS 

01 

•oo 

5-year 
average 

latest 
12  mos 

5-year 
average 

latest 
12  mos 

5-year 
average 

latest 
12  mos 

2002 
est 

2002 
est 

(Smil) 

11 

40 

Mercury  Interactive  (2) 
designs  software  for  testing 
e-business  applications 

16% 

21% 

384% 

54% 

53% 

59% 

61% 

$364 

$74.8 

$19.04 

$0.87 

22 

$1,58 

12 

2 

Albany  Molecular  Res  (2) 
research  for  drug  & 
biotech  companies 

28 

10 

0 

90 

52 

128 

53 

82 

29.9 

24.83 

1.18 

21 

82 

13 

32 

Hot  Topic  (2) 

retailer  of  music-themed 

apparel  for  teenagers 

17 

23 

1 

56 

45 

70 

36 

296 

25.3 

25.10 

1.63 

15 

51 

14 

n 

Houston  Exploration 
oil  &  gas  exploration 
&  production 

13 

21 

122 

41 

97 

44 

196 

389 

143.7 

24.80 

2.79 

9 

75 

15   Pec  Solutions 
n     provides  Web-related  services 
to  government  agencies 

28 

14 

0 

44 

41 

47 

41 

85 

10.2 

17.04 

0.61 

28 

43 

16 

129 

Green  Mountain  Coffee  (2) 
roasts  &  sells 
arabica  coffees 

23 

42 

119 

24 

24 

43 

66 

96 

5.8 

23.05 

0.95 

24 

15 

17 

n 

Renaissance  Learning 
provides  school  improvement 
programs  for  grades  K-12 

28 

23 

0 

49 

26 

34 

41 

119 

26.3 

32.91 

1.07 

31 

1,13 



18 

n 

Gentner  Communications 
provides  products  &  services 
for  conferencing  market 

22 

32 

7 

29 

42 

73 

24 

40 

5.5 

18.16 

0.84 

22 

15 

l^y^ft  In  a  weak  retail  environment  Chico's  (mnki) 
same-store  sales  increased  22%  during 
the  most  recent  30  weeks. 


19  I  Jack  Henry  &  Associates  (2) 
48    provides  data-processing  sys 
for  banks  &  finance  cos 


28 


22  1 


28 


53 


26 


55 


346 


55.6 


22.69 


0.77 


29 


2,01 


20  THQ 

n   |  produces  software  for 
home  videogames 


23 


14 


62 


30 


56 


36 


359 


27.2 


43.15 


1.83 


24 


93 


21   FactSet  Research  Sys  (5) 
29    supplies  computer-based 
financial  &  economic  data 


24 


25 


32 


33 


39 


35 


166 


32.0 


24.26 


1.12 


22 


80 


22  |  Suprema  Specialties  (2) 
72    processes  Italian 
cheeses 


18 


25 


NM 


46 


51 


42 


16 


420 


8.9 


9.77 


NA 


NA 


Stock  prices  as  of  Sept.  28.  n  Not  on  last  year's  list.  Includes  all  share  classes. 
NA:  Not  available  or  not  applicable.  NM:  Not  meaningful. 

Sources.  William  ONeil  &  Co.,  FT  Interactive  Data.  Market  Guide  and  Thomson  Financial/IBES  via  FactSet  Research  Systems. 
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www.fujitsupc.com/b-series 
1-877-372-3473 


FUJITSU 


THE    POSSIBILITIES    ARE  INFINITE 


ltd 


0j 


in 


itiurrr 


The  LifeBook  B  Series  is  powered  by  an  ultra  low-voltage  mobile  Intel'  Pentium 
processor  600MHz  which  supports  Intel  SpeedStep"  technology. 

Fujitsu  PCs  use  genuine  Microsoft  Windows® 
http://www.microsoft.com/piracy/howtotell 


e  Fujitsu  logo  are  registered  trademarks  and  ihe  LifeBook  is  a  trademark  of  Fujitsu  Limited  Intel,  the  Intel  Inside  logo.  Pentium  and  Intel  SpeedStep  are  trademarks  or  registered  tradtrn.j' 
is  Microsoft  and  Windows  are  registered  trademarks  of  Microsoft  Corporation 
j  PC  Corporation  All  rights  reserved 


l  the  United  States  and 


200  BEST  SMALL  COMPANIES 


2001  RANKING 


z 

\  Company  (consecutive  years  on  list) 

'  business 

PROFITABILITY 

GROWTH 

SALES 

latest 
12  mos 
(Smil) 

NET 
INCOME 

latest 
12  mos 
(Smil) 

RECENT 
PRICE 

EPS 

P/E 

MARKE 
VALUE 

1 

101 

'00 

Return  on  equity 

Debt/ 
cash 
flow 

Sales 

EPS 

5-year 
average 

latest 
12  mos 

5-year 
average 

latest 
12  mos 

5-year 
average 

latest 
12  mos 

2002 
est 

2002 
est 

($mil) 

23 
■ 

Manhattan  Associates 
develops  &  services  supply 
chain  management  software 

21% 

15% 

•  16% 

68% 

34% 

28% 

116% 

$142 

$21.4 

$16.96 

$0.90 

19 

$46 

24  j  ResMed  (5) 
34    medical  equip  for  treatment 
of  sleep-disordered  breathing 

21 

24 

0 

33 

34 

40 

30 

155 

29.9 

50.80 

1.08 

47 



1,59 

25 

4 

QLogic  (3) 

designs  semiconductor 

input/output  devices 

15 

13 

0 

48 

50 

74 

47 

373 

95.1 

19.00 

1.05 

18 

1,75 

26 
■ 

Electro  Scientific  Industries 
computer-controlled  laser 
systems  for  electronics  market 

17 

28 

0 

22 

57 

18 

120 

496 

90.8 

21.95 

1.22 

18 

59 

27 

59 

Prima  Energy  (2) 

oil  &  gas  exploration  &  prod 

in  Rocky  Mountain  region 

19 

27 

0 

12 

56 

29 

80 

62 

26.6 

22.15 

1.07 

21 

28 

28    US  Physical  Therapy  (2) 
76    operates  outpatient  physical 
therapy  clinics 

27 

39 

81 

19 

25 

20 

59 

71 

5.4 

16.23 

NA 

NA 

16 

29 
■ 

J  Jill  Group 

women's  apparel 

&  accessories  retailer 

13 

18 

104 

30 

33 

36 

200+ 

276 

13.6 

12.50 

1.64 

8 

14 

30 

90 

Key  Production  (2) 
oil  &  gas  exploration 
&  production 

13 

20 

62 

28 

70 

27 

144 

128 

40.8 

11.55 

1.37 

8 

16  1 

31 
■ 

IDEC  Pharmaceuticals 
develops  drugs  to  treat  cancer 
&  inflammatory  diseases 

11 

7 

208 

55 

64 

61 

100 

210 

83.8 

49.57 

0.91 

54 

7,531  1 



32 

33 

Shuffle  Master  (3) 
automatic  card  shufflers 
&  gaming-related  software 

24 

30 

0 

13 

35 

33 

38 

48 

11.3 

12.61 

0.83 

15 

22  1 

33 

Trendwest  Resorts 
vacation  services  at 
time-share  resorts 

20 

21 

NM 

32 

39 

29 

26 

412 

48.1 

24.75 

NA 

NA 

62  1 
1 

34 
■ 

Catapult  Communications 
makes  systems  for  testing 
telecom  equipment  &  services 

23 

13 

0 

33 

43 

27 

57 

38 

10.6 

13.76 

0.89 

15 

17  I 

35 

95 

Investors  Financial  Svcs  (3) 
asset  administration  services 
for  financial  services  industry 

14 

17 

0 

37 

44 

35 

45 

419 

40.4 

57.64 

1.98 

29 

1,83  1 

36 

52 

Aaon  (2) 

makes  air-conditioning 
&  heating  equipment 

0*7 
£.1 

oc 
oo 

42 

oc 
do 

■A  O 

CO 

62 

on 

161 

13.8 

19.53 

1.80 

11 

37  \  Macrovision  (3) 
35    copy  protection,  licensing 
&  digital  rights  management 

 I  

15 

5 

0 

48 

45 

59 

51 

94 

38.4 

28.41 

1.04 

27 

1,43  1 

Stock  prices  as  of  Sept.  28.  ■  Not  on  last  year's  list.  'Includes  all  share  classes. 
NA:  Not  available  or  not  applicable.  NM:  Not  meaningful. 

Sources  William  O'Neil  &  Co.;  FT  Interactive  Data.  Market  Guide  and  Thomson  Financial/IBES  via  FactSet  Research  Systems 
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Trpy  sfefcfe  fl/t^6  /WSULs  s^&ti^&ryUtls. 

~yyuvt  s4t/od<      sJ&?t jjotft  x  ewv£<&>fC. " 


Nicholas  Parisi 


Nick  Parisi's  daughter  Gianna  was  diagnosed  with  leukemia  when  she  was  just  three 
years  old.  Medicines  helped  her  fight  the  illness  and. after  30  days,  the  leukemia 
went  into  remission.  Gianna  is  now  free  of  the  disease  and  her  future  couldn't  look 
better.  At  America's  pharmaceutical  companies,  we  have  six  medicines  to  combat 
leukemia  and  22  more  are  in  development.  Today,  these  medicines  have  helped  us 
create  an  80  percent  survival  rate.  But  we  won't  stop  the  search  for  new  and  better 
medicines  until  leukemia  is  conquered  once  and  for  all.  www.newmedicinesj.org 


AMERICA'S  PHARMACEUTICAL  COMPANIES 

NEW  MEDICINES.  NEW  HOPE. 


200  BEST  SMALL  COMPANIES 


2001  RANKING 


| 

j  Company  (consecutive  years  on  list) 
business 

PROFITABILITY 

GROWTH 

SALES 

NET 
INCOME 

latest 
12  mos 
(Smil) 

RECENT 
PRICE 

EPS 

P/E 

MARKE 

2 

Return  on  equity 

Debt/ 
cash 
flow 

Sales 

EPS 

latest 
12  mos 
(Smil) 

VALUE 

01 

00 

5-year 
average 

latest 
12  mos 

5-year 
average 

latest 
12  mos 

5-year 
average 

latest 
12  mos 

2002 
est 

2002 
est 

(Smil) 

38 
■ 

RehabCare  Group 
temporary  health  care  staffing 
&  manages  rehab  clinics 

20% 

20% 

406% 

39% 

32% 

32% 

22% 

$503 

$27.4 

$43.51 

$2.10 

21 

$74! 

39  j  LaBranche  (2) 
26    NYSE  specialist 
&  marketmaker 

11 

22 

NM 

62 

47 

200+ 

11 

389 

81.4 

22.20 

1.77 

13 

1,27 

40 

o!_> 

Forward  Air  (3) 
surface  transportation 
of  deferred  air  freight 

29 

28 

21 

28 

17 

40 

18 

229 

23.9 

23.54 

1.24 

19 

50 

41 

21 

Tollgrade  Comm  (2) 
network  testing  products 
for  the  telecom  industry 

19 

22 

0 

29 

28 

40 

25 

112 

24.9 

19.20 

1.32 

15 

25 

42 
■ 

Gaiam 

markets  casual  apparel,  health 
food  &  fitness  programs 

16 

11 

NM 

47 

46 

29 

47 

76 

3.2 

15.74 

0.40 

39 

17 

43 

■ 

Evergreen  Resources 
oil  &  gas  exploration 
&  production 

5 

6 

478 

82 

200+ 

44 

200+ 

112 

39.0 

33.95 

1.27 

27 

62 

44 

31 

Forrester  Research  (5) 
independent  research  on 
computer  &  technology  inds 

13 

12 

0 

56 

50 

42 

40 

178 

23.8 

16.61 

0.96 

17 

37 

45 
■ 

Mercury  Computer  Systems 
digital  signal-processing  sys 
for  defense  &  medical  mkts 

18 

23 

46 

27 

28 

45 

21 

181 

30.7 

37.55 

1.27 

30 

81 

l^t^rt  Krispy  Kreme's  (mnk94)  stock  has  increased  234% 
since  the  company  went  public  in  April  2000. 
By  contrast,  the  S&P  500  has  declined  30%. 


46 

117 

Triquint  Semiconductor  (2) 
makes  analog  &  mixed-signal 
integrated  circuits 

10 

17 

314 

47 

41 

61 

30 

313 

59.2 

15.99 

0.40 

40 

1,291 

47 

17 

Barra  (2) 

provides  research  &  software 
for  analyzing  investment  risk 

27 

29 

0 

22 

14 

33 

29 

226 

46.0 

42.02 

2.34 

18 

900 

i 

48  1  Comtech  Telecom  (2) 
131   antennas,  modems,  frequency 
converters  &  microwave  radios 

7 

NM 

NM 

40 

159 

81 

104 

131 

7.5 

14.73 

1.02 

14 

10) 

49 
■ 

llluminet  Holdings 
operates  telecommunication 
signaling  services 

16 

17 

18 

44 

29 

16 

• 

58 

174 

37.7 

38.32 

1.38 

28 

1,24£ 

Stock  prices  as  of  Sept.  28.  ■  Not  on  last  year's  list.  Includes  all  share  classes. 
NA:  Not  available  or  not  applicable.  NM:  Not  meaningful. 

Sources:  William  O'Neil  &  Co..  FT  Interactive  Data,  Market  Guide  and  Thomson  Financial/IBES  via  FactSet  Research  Systems. 
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we  generate 


promise. 


We  have  all  made  promises.  Spoken.  Unspoken. 

We  may  have  stood  over  our  sleeping  children  and  said  silently, 
"I  will  give  you  better  than  I  was  given. 

I  will  make  a  clean  path  to  take  you  forward. 
I  will  help  make  this  world  a  better  place." 

At  Duke  Energy,  we  share  this  promise  with  others  around  the  world. 
We  are  23,785  people  with  families,  who  love,  live,  raise  children,  and  hope  for  the  future. 
And  all  of  us  have  committed  to  be  leaders  - 

creative  thinkers,  careful  planners,  and  honest  partners. 
But,  most  of  all,  we  have  vowed  to  be  true  to  our  word  and  to  ourselves  - 
to  be  keepers  of  promises. 

c&Energy* 

we  generate  what's  next"' 


can  Duke  Energy  generate  for  you?  Visit  us  at  www.duke-energy.com  or  1-800-use-duke. 


200  BEST  SMALL  COMPANIES 


2001  RANKING 


=      Company  (consecutive  years  on  list) 

business 

E 

01 
oo 


50   Elantec  Semiconductor  (3) 
94    designs  analog  integrated 
circuits 


PROFITABILITY 


Return  en  equity 


5-year 
average 


11% 


latest 
12  mos 


10% 


Debt/ 
cash 
flow 


GROWTH 


Sales 


5-year  j  latest 
average    12  mos 


8%  31% 


64% 


EPS 


5-year 
average 


58% 


latest 
12  mos 


66% 


SALES 

latest 
12  mos 
(Smil) 


$129 


NET 
INCOME 

latest 
12  mos 
(Smil) 


$24.8 


RECENT 
PRICE 


$22.95 


EPS 


2002 
est 


$0.59 


P/E 


2002 
est 


39 


MARKE 
VALUE 


(Smil) 


$521 


51  j  American  Xtal  Technology 
■     makes  substrates  for  the 
semiconductor  industry 


10 


12 


605 


64 


70 


28 


72 


153 


18.3 


10.60 


-0.08 


NM 


23 


52  I  Daktronics  (2) 
128   electronic  scoreboards 
&  large  video  displays 


16 


19 


139 


25 


25 


66 


23 


158 


8.1 


8.80 


0.66 


13 


151 


53  |  Engineered  Support  Sys  (3) 
100   makes  military  support  equip 
&  heat  transfer  products 


16 


17 


300 


45 


19 


26 


39 


386 


17.2 


47.10 


2.20 


21 


44 


54  Carreker(3) 
50    consulting  &  cost-control 
software  for  financial  cos 


14 


11 


38 


36 


48 


44 


114 


13.4  7.59 


0.52 


15 


161 


55  !semtech(3) 
10    markets  analog  &  mixed- 
signal  semiconductors 


24 


25 


465 


34 


42 


16 


240 


54.4 


28.38 


0.57 


50 


1,99! 


56  |Embrex(2) 
62    develops  automated  injection 
systems  for  poultry  eggs 


22 


29 


18 


14 


79 


15 


41 


7.5 


14.65 


1.13 


13 


11! 


57  \  Brown  &  Brown  (3) 
93    property  &  casualty 
insurance  brokerage 


27 


27 


17 


24 


17 


37 


258 


41.6 


52.10 


1.87 


28 


1,55- 


58   Education  Management  (3) 
60    vocational  schools  for  arts, 
cooking,  design  &  fashion 


23 


20 


137 


20 


21 


41 


22 


371 


29.0 


30.36 


1.13 


27 


911 


59   Nortech  Systems 
■   |  makes  connectors  &  cables 
for  electronic  equipment 


16 


24 


856 


17 


25 


34 


42 


57 


2.0 


4.00 


NA 


NA 


60  KV  Pharmaceutical  (3) 
24    develops  generic  & 

over-the-counter  drugs 


22 


19 


30  31 


26 


35 


11 


192 


24.9 


27.70 


NA 


NA 


841 


61  lmpath(2) 

132   cancer  diagnostic  &  prognostic 
information  for  pathologists 


302 


57 


47 


43 


48 


164 


15.4 


34.51 


1.37 


25 


55: 


62  Stericycle 
■     provides  medical  waste 
management  services 


11 


NM 


82 


41 


61 


28 


341 


20.4 


41.68 


1.40 


30 


64! 


63  j CH  Robinson  Worldwide 
■   j  transportation  &  logistics 
planning 


24 


24 


23 


25 


21 


22 


4462 


77.9 


28.96 


1.15 


25 


2,44; 


64 


Keithley  Instruments 
electrical  measurement  sys 
to  semiconductor  makers 


18 


28 


29 


22 


78 


28 


167 


22.7 


14.35 


0.94 


15 


221 


Stock  prices  as  of  Sept  28.  ■  Not  on  last  year's  list.  'Includes  all  share  classes.  2Net. 
NA:  Not  available  or  not  applicable.  NM:  Not  meaningful. 

Sources:  William  O'Neil  &  Co.:  FT  Interactive  Data.  Market  Guide  and  Thomson  Financial/IBES  via  FactSet  Research  Systems. 
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WRQ 


IN  THE  INFORMATION 
INTEGRATION  WORLD, 
YOU  CAN  BE  THE  HERO. 


live  us  a  call  at  1.888.323. 1 71 7.  from  other  countries 
206.217.7100  or  visit  www.wrq.com/ads/herofbs,  and 
we'll  send  you  a  free  CD  we  call  our  Technology 
ansition  Toolkit.  It's  a  great  way  to  start  outfitting  your 
company  with  solutions  for  your  toughest 
integration  needs  and  host  access  from  any  desktop. 


WRQ  makes  complex  legacy  systems  work  with  the  latest 
Internet  technologies.  Call  it  integration.  Call  it  breaking 
down  barriers  between  host  information  and  the  employees, 
customers  and  business  partners  who  need  it.  Either  way, 
you  get  the  most  out  of  your  existing  IT  investments  and 
transform  your  company  for  the  next  economy.  It's  WRQ 
to  the  rescue  and  you're  the  hero.  Ask  us,  or  ask  AT&T, 
Cisco,  or  Raytheon  Missile  Systems  —  they  already  have 
their  heroes. 

(Dwrq  reflect 

(UwRQ'verastrea 


©  2001  WRQ,  Inc.  All  rights  reserved.  WRQ,  the  WRQ  logo,  Reflection  and  Verastream  are  registered  trademarks  or  trademarks  of  WRQ,  Inc. 
in  the  United  States  and  other  countries.  Other  brand  and  product  names  are  trademarks  of  their  respective  owners. 


00  BEST  SMALL  COMPANIES 


2001  RANKING 


r 

1  Z 


—    J  CotTlpSny  (consecutive  years  on  list) 


business 


'01 

00 


65  I  Ambassadors  International 
■     promotes  &  organizes 

educational  travel  programs 

 _  


66   SurModics  (2) 
145   provides  coating  solutions 
for  medical  products 


PROFITABILITY 


Return  on  equity 


5-year 
average 


12% 


latest 
12  mos 


155% 


Debt/ 
cash 
flow 


1% 


GROWTH 


Sales 


5-year 
average 


30% 


31 


latest 
12  mos 


42% 


29 


EPS 


5-ye"ar 
average 


16% 


118 


latest 
12  mos 


104% 


75 


SALES 

latest 
12  mos 
(Smil) 


$66 


21 


NET 
INCOME 

latest 
12  mos 
(Smil) 


$17.0 


6.1 


RECENT 
PRICE 


$16.70 


39.95 


EPS 


2002 
est 


$1.77 


0.53 


P/E 


2002 
est 


75 


MARKB 
VALUE 


(Smil) 
$16 


66: 


67  I  Penn  Virginia  (2) 
169   oil  &  gas  exploration 
&  production 


11 


23 


114 


19 


53 


20 


53 


96 


31.8 


28.15 


2.36 


12 


251 


68 


DeWolfe  Cos 

real  estate  brokerage  & 

employee  relocation  services 


25 


NM 


21 


21 


28 


200+ 


200 


5.4 


8.90 


NA 


NA 


69   EPIQ  Systems  (2) 
83    software  for 
I  financial  services 


10 


37 


44 


58 


44 


27 


4.3 


25.50 


0.80  32 


241 


70    Advent  Software  (4) 
75    portfolio  &  office  management 
software  for  financial  advisers 


13 


12 


39 


31 


41 


35 


153 


30.3 


37.65 


1.33 


28 


1,18! 


71  I  Spectralink 
■     sells  wireless  telephone 
systems  to  businesses 


13 


25 


31 


81 


40 


60 


8.2 


15.65 


0.64 


24 


29! 


72 


Oakley 

markets  sports  sunglasses 
&  goggles 


20 


25 


58 


15 


42 


48 


425 


59.9 


12.55 


0.91 


14 


86 


^•Cheesecake  Factory  „-«  enjoys  average 
annual  sales  per  restaurant  of  $10.6  million,  with 
an  average  check  per  customer  of  $15.40. 


73 
■ 

Philadelphia  Consolidated 
property  &  casualty 
insurance 

13 

17 

0 

35 

37 

12 

48 

310 

25.7 

34.74 

2.14 

16 

61" 

74 
■ 

Barr  Laboratories 
produces  generic 
drugs 

19 

17 

39 

16 

16 

45 

33 

510 

63.8 

79.06 

4.48 

18 

2,795 

75 
■ 

Craftmade  International 
makes  ceiling  fans 
&  lighting  fixtures 

23 

25 

319 

26 

9 

25 

25 

94 

4.7 

13.05 

0.99 

13 

Ti 

76 

150 

Petroleum  Development  (2) 
oil  &  gas  exploration 
&  production 

12 

13 

49 

31 

65 

17 

67 

184 

14.9 

4.87 

1.13 

4 

1\ 

Stock  prices  as  of  Sept.  28.  ■  Not  on  last  year's  list.  'Includes  all  share  classes 
NA:  Not  available  or  not  applicable.  NM;  Not  meaningful. 

Sources:  William  O'Ncil  &  Co.;  FT  Interactive  Data,  Market  Guide  and  Thomson  Financial/IBES  via  FactSet  Research  Systems. 
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leather  coi 
system  nial 
and  four-w 
that  every 


200  BEST  SMALL  COMPANIES 


2001  RANKING 


Company  (consecutive  years  on  list) 

business 

PROFITABILITY 

GROWTH 

SALES 

NET 
INCOME 

latest 
12  mos 
(Smil) 

RECENT 
PRICE 

EPS 

P/E 

MARKfl 
VALUE1 

i 

01 

00 

Return  on  equity 

Debt/ 
cash 
flow 

Sales 

EPS 

latest 
12  mos 
(Smil) 

5-year 
average 

latest 
l2mos 

5-year 
average 

latest 
12  mos 

5-year 
average 

latest 
l2mos 

2002 
est 

2002 
est 

(Smil) 

77 

137 

!  Z  '  

Astronics  (4) 

cockpit  lighting  systems  & 

packaging  for  consumer  prods 

18% 

18% 

805% 

17% 

41% 

21% 

31% 

$83 

$6.7 

$12.00 

NA 

NA 

$78 

78 
■ 

American  Locker  Group 

sells  &  rents 

lockers 

32 

25 

3 

12 

4 

33 

32 

37 

3.1 

7.70 

NA 

NA 

IE 

79 

139 

— 

Amsurg 

manages  outpatient 
surgery  centers 

9 

11 

324 

42 

44 

41 

26 

172 

11.2 

27.55 

$0.94 

29 

538 

80 

65 

ViaSat  (5) 

makes  digital  satellite  telecom 
&  networking  equipment 

15 

8 

NM 

32 

85 

33 

19 

177 

14.4 

17.84 

0.92 

19 

81 

114 

Mobile  Mini  (2) 
leases  portable  storage 
containers  &  office  units 

13 

14 

46 

21 

30 

72 

18 

102 

15.1 

25.96 

1.69 

15 

364 

82 

122 

ITT  Educational  Services  (2) 
offers  postsecondary  programs 
through  technical  institutes 

35 

38 

0 

11 

14 

18 

29 

376 

29.5 

32.00 

1.64 

20 

761 

1  '1 

83 
■ 

McGrath  RentCorp 
sells  &  leases 
modular  offices 

24 

25 

0 

13 

25 

18 

23 

173 

29.4 

21.51 

NA 

NA 

262 

84 

188 

ICT  Group  (2) 
provides  telemarketing  & 
customer  support  services 

9 

12 

67 

29 

36 

38 

51 

225 

8.1 

9.20 

0.88 

10 

112 

85 

103 

RailAmerica  (2) 
operates  short-line 
freight  railroads 

7 

9 

NM 

85 

38 

39 

31 

366 

13.7 

12.50 

1.30 

10 

288 

86 
■ 

Cerner 

designs  information  systems 
for  health  care  industry 

5 

31 

192 

20 

35 

9 

197 

475 

32.7 

49.50 

1.25 

40 

 1 

1,728 

Berry  Petroleum 
oil  &  gas  exploration 
&  production 

17 

26 

38 

30 

33 

14 

11 

178 

35.6 

15.45 

NA 

NA 

340 

88 
■ 

Canterbury  Park  Holding 
operates  Canterbury 
Park  horse  racetrack 

6 

9 

0 

15 

58 

54 

200+ 

38 

1.8 

6.02 

NA 

NA 

21 

89 
■ 

Credo  Petroleum 
oil  &  gas  exploration 
&  production 

7 

13 

26 

15 

50 

40 

120 

5 

1.8 

4.88 

NA 

NA 

15 

— 
90 
■ 

First  Health  Group 
national  health  care 
benefits  provider 

oo 

AR 
to 

75 

1  R 

1  n 

1U 

91 

CI. 

534 

92.2 

29.38 

1.21 

24 



2,814 

■ 

RSA  Security 

makes  computer  security 

systems 

8 

43 

0 

34 

24 

25 

22 

307 

40.8 

13.46 

0.65 

21 

754 

Stock  prices  as  of  Sept.  28.  ■  Not  on  last  year's  list.  'Includes  all  share  classes. 
NA:  Not  available  or  not  applicable.  NM:  Not  meaningful. 

Sources:  William  O'Neil  &  Co.;  FT  Interactive  Data.  Market  Guide  and  Thomson  Financial/IBES  via  FactSet  Research  Systems. 
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infrastructure:  it  starts  with  you. 

When  you  left  the  office  last  night,  you  worked  for  a  Midwest-based  enterprise 
humming  nicely  along  with  ten  accounts. 

When  you  walked  in  this  morning,  you  were  greeted  by  an  e-mail  announcing 
that  you  just  landed  a  new  piece  of  business— which  happens  to  be  bigger  than  those 
same  ten  accounts  combined. 

What's  at  the  top  of  today's  to-do  list?  Figure  out  how  to  expand  your  supply 
chain  and  create  distribution  channels  to  service  all  of  your  client's  retail  locations  around 
the  world.  And  could  you  do  it  by  tomorrow,  thank  you? 

Hopefully,  you've  got  an  infrastructure  that's  built  on  technology  that  works  around 
your  needs,  not  the  other  way  around.  It  should  be  standards-based,  so  you're  limiting 
your  risk.  Adaptable,  so  you  can  quickly  adjust  to  change.  Reliable,  so  you're  up  and 
running  without  a  hitch. 

At  HR  we  engineer  infrastructure  that  starts  with  you— your  business,  your  issues, 
your  opportunities.  So  you  can  easily  respond  as  your  business  expands,  contracts  or  takes 
off  in  new  directions. 

Servers  that  are  designed  to  address  the  critical  nature  of  an  always-on  Internet 
infrastructure.  Software  that  puts  your  entire  network  within  easy  reach  of  your  keyboard. 
Storage  that  enables  you  to  transparently  scale  your  capacity.  Service  professionals  to 
help  you  quickly  design  and  deploy  flexible  solutions  and  infrastructures.  As  well  as  the 
support  resources  to  help  keep  them  running  24/Z 

HP  infrastructure  solutions  are  based  in  the  real  world  of  business.  Because  the 
last  time  we  checked,  that's  where  we  all  work.  Call  1.800.HPASKME,  ext.  246.  Or  visit 
hp. com/go/infrastructure. 


m 

invent 


;  0  p 


SMALL  COMPANIES 


2001  RANKING 


z 

GC 

01 

00 

j  CompSfiy  (consecutive  years  on  list) 
business 

PROI 

Return  c 

'IT/ABILITY 

GROWTH 

SALES 

latest 
12  mos 
($mil) 

NET 
INCOME 

latest 
12  mos 
($mil) 

RECENT 
PRICE 

EPS 

2002 
est 

P/E 

2002 
est 

MARK 
VALUE 

($milj 

n  equity 

Debt/ 
cash 
flow 

Sales 

EPS 

5-year 
average 

latest 
l2mos 

5-year 
average 

latest 
l2mos 

5-year 
average 

latest 
l2mos 

92 
■ 

Maximus 

management  &  consulting 
svcs  for  government  agencies 

18% 

15% 

•  15% 

32% 

26% 

21% 

16% 

$474 

$39.0 

$39.73 

$2.30 

17 

$90 

93 

70 

Knight  Transportation  (7) 
short-to-medium-haul  dry 
van  truckload  carrier 

18 

17 

43 

28 

30 

22 

12 

236 

18.6 

19.15 

1.09 

18 

43 

94 
■ 

Krispy  Kreme  Doughnuts 
owns  &  franchises 
doughnut  shops 

10 

12 

0 

21 

31 

35 

67 

337 

19.7 

29.60 

0.59 

50 

1,59 

95 
■ 

Atlantic  Coast  Airlines 
regional  airline  serving 
eastern  &  midwestern  states 

27 

9 

72 

26 

34 

12 

32 

523 

39.5 

13.30 

1.31 

10 

58 

 . 

96 

168 

Quixote  (2) 

makes  highway  safety 

products 

16 

21 

186 

19 

12 

38 

21 

94 

10.8 

21.01 

1.57 

13 

15 

97 
■ 

Insituform  Technologies 
equipment  for  repairing 
sewer,  water  &  gas  pipes 

16 

21 

231 

8 

20 

77 

20 

454 

36.5 

17.05 

1.63 

10 

45 

98 
■ 

Kenneth  Cole  Productions 
designs  trendy  footwear, 
handbags  &  accessories 

23 

26 

1 

28 

11 

29 

7 

406 

32.7 

12.65 

1.32 

10 

25 

99 
■ 

Quiksilver 

designs  &  retails  beachwear, 
snowboardwear  &  sportswear 

16 

18 

NM 

29 

22 

28 

15 

597 

35.4 

12.35 

1.50 

8 

281 

^(S^m^  Tootsie  Roll's  (mnkm)  earnings  per  share  have 
increased  an  average  of  13%  over  the  past 
five  years,  versus  7%  for  Hershey  Foods. 

100 

143 

Bright  Horizons  Family  Sol  (3) 
provides  worksite  child 
care  &  education  centers 

15 

12 

2 

34 

22 

39 

17 

320 

10.6 

27.00 

1.09 

25 

331 

101 
■ 

Catalina  Marketing 
targeted  delivery  of  coupons 
based  on  in-store  purchases 

32 

27 

41 

25 

12 

23 

2 

418 

55.8 

28.00 

1.42 

20 

1,561 

102 
■ 

DeVry 

runs  schools  specializing 
in  technology  &  finance 

23 

21 

0 

17 

16 

24 

21 

568 

57.8 

35.90 

0.99 

36 

2,50' 

103 

84 

On  Assignment  (9) 
outplacement  services 
for  professionals 

21 

20 

0 

22 

15 

32 

13 

204 

19.9 

16.08 

0.91 

18 

361 

Stock  prices  as  of  Sept.  28.  ■  Not  on  last  year's  list.  'Includes  all  share  classes. 
NA:  Not  available  or  not  applicable.  NM:  Not  meaningful. 

Sources.  William  O'Neil  &  Co.:  FT  Interactive  Data,  Market  Guide  and  Thomson  Financial/IBES  via  FactSet  Research  Systems. 
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If  ever  there  was  a  time  to  get 
all  our  energy  from  one  source, 
this  isn't  it. 


ERGY:  WHAT'S  EMERGING   >   The  estimates  are  ha i r - ra i s i ng .  By  2020,  the  U.S.  will  need 
%  more  electricity.  And  it's  the  little  things  that  are  killing  us:  Your  home  PC 
cks  up  half  as  much  energy  as  your  refrigerator.  Clearly,  no  one  fuel  can  answer 
e  demand.  Hence,  Exelon's  diversified  energy  portfolio.  We're  generating  nuclear 
ergy  more  efficiently  than  ever.  We're  working  on  solar  power.  And  early  in  2002, 
'11  be  the  East's  largest  marketer  of  wind  energy.  Because  there's  no  solution 
the  energy  problem.  There  are  several.  >  More  at  exeloncorp.com 


Exel  n 


ICLEAR  FOSSIL  HYDRO  WIND  SOLAR  CONSERVATION 


Welcome  change 


200  BEST  SMALL  COMPANIES 


2001  RANKING 


St      uOITipany  (consucutivc  years  on  list) 

*  business 


01 

00 


104  Techne  (2) 
54    makes  hematology  control  & 
biotech  research  products 


PROFITABILITY 


Return  on  equity 


5-year 
average 

20% 


latest 
12  mos 


19% 


Debt/ 
cash 
flow 


•  49% 


GROWTH 


Sales 


5-year 
average 


18% 


latest 
12  mos 


11% 


EPS 


5-ysar 
average 


29% 


latest 
12  mos 


27% 


SALES 

latest 
12  mos 
Oil) 


$115 


NET 
INCOME 

latest 
12  mos 
($mil) 


$32.7 


RECENT 
PRICE 


$29.43 


EPS 


2002 
est 


$0.90 


P/E 


2002 
est 


33 


MARKI 
VALUI 


($nfl 


$1,21 


105  j  Cheesecake  Factory 
operates  casual-dining 
restaurants 


11 


13 


29 


26 


32 


32 


490 


36.6 


23.95 


0.97 


25 


1,13 


106  Pharmaceutical  Product  Dev 
■     research  &  consulting 
services  for  drug  industry 


13 


14 


17 


20 


36 


41 


389 


43.7 


29.29 


1.02 


29 


1,51 


107  Thcragcnics 

makes  therapeutic  radiological 
products  for  treating  cancer 


16 


16 


38 


43 


12 


48 


19.2 


9.24 


NA 


NA 


27 


108  AZZ(2) 
58    electrical  equipment  for 
power  generation  industry 


109  Cal  Dive  International 
■     subsea  construction  &  support 
services  to  oil  &  gas  industries 


19 


15 


19 


12 


185 


18 


28 


22 


15 


128 


8.5 


15.00 


1.77 


75 


27 


15 


19 


78 


208 


34.8 


16.66 


1.10 


15 


54 


16 


18 


110  SBS  Technologies 
■     computer  boards  for  telecom 
&  medical  industries 


16 


40 


46 


16 


20 


187 


17.2 


11.16 


0.33 


34 


111  SRI/Surgical  Express 
■     delivery  &  retrieval  of  reusable 
surgical  products  for  hospitals 


10 


11 


26 


16 


32 


75 


84 


5.9  29.75 


112  CEC  Entertainment 
■     operates  family  restaurants  & 
entertainment  centers 


18 


19 


50 


14 


12 


47 


18 


536 


62.0 


113}Neogen  (2) 
182   diagnostic  products  to  test 
food  &  animals  for  disease 


12 


20 


48 


30 


32 


35 


3.2 


114 1 99  Cents  Only  Stores 
■     operates  single-price 
stores  in  California 


17 


15 


25 


22 


26 


12 


505 


42.7 


115  Chase  (4) 
79     protective  coatings  &  tapes 
for  electronic  &  telecom  prods 


25 


23 


147 


17 


14 


23 


72 


6.2 


116  [Deb  Shops 
■     retailer  of  women's 
specialty  apparel 


16 


18 


12 


55 


19 


299 


26.5 


1.33 


22 


34.10 


2.65 


13 


95 


14.35 


0.81 


18 


32.35 


1.10 


29 


1,66- 


10.25 


NA 


NA 


20.58 


2.20 


27! 


117  j  Financial  Federal  (2) 
109   financing  &  leasing 
of  capital  equipment 


14 


15 


NM 


27 


28 


23 


13 


134 


29.9 


24.50 


2.00 


12 


40 


118 


American  Woodmark 
makes  kitchen  &  bathroom 
cabinets  &  vanities  for  homes 


19  16 


78 


19 


11 


18 


28 


434 


21.2 


29.35 


3.59 


23S 


Stock  prices  as  of  Sept  28  ■  Not  on  last  year's  list.  'Includes  all  share  classes. 
NA:  Not  available  or  not  applicable  NM:  Not  meaningful 

Sources:  William  O'Ncil  &  Co  ,  FT  Interactive  Data.  Market  Guide  and  Thomson  Financial/IBES  via  FactSet  Research  Systems. 
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Turn  your  back 
on  time 


fine  jewelry 


728  Santa  Cruz  Avenue  •  Menlo  Park,  CA  94025 
(650)  328-6030 


Reverso 

With  its  pure 
Art  Deco 
features, 
unchanged 
since  1931 ,  the 
Reverso  has  a 
unique  identity.  Especially 
when  we  add  the  final 
touch  by  engraving  your 
initials  on  its  pivoting 
case.  We  invite  you 
to  turn  your  back  on 
time  as  elegantly 
as  you  face  it. 

.Jaeger-leCoultre* 


200  BEST  SMALL  COMPANIES 


2001  RANKING 


-JL 
Z 

Comp3ny  (consecutive  years  on  list) 

business 

PROFITABILITY 

GROWTH 

SALES 

latest 
12  mos 
(Smi) 

NET 
INCOME 

l3t6St 

12  mos 
(Smil) 

RECENT 
PRICE 

EPS 

P/E 

MARKE" 
VALUE1 

s 

Return  on  equity 

Debt/ 
cash 
flow 

Sales 

EPS 

01 

00 

5-year 
average 

latest 
l2mos 

5-year 
average 

latest 
12  mos 

5-year 
average 

latest 
12  mos 

2002 
est 

2002 
est 

(Smil) 

1 1  Q 

196 

uantei  Meuicai  v^) 
makes  medical  &  laboratory 
equipment 

14% 

16% 

2% 

7% 

13% 

29% 

60% 

C-vIC 

5>4b 

CO  Q 

COO  1  o 

zdd.ld 

NA 

NA 

CI  1  ■ 

Slli 

1  90 
m 

Medical  Action  Industries 
manufactures  disposable 
surgical  products 

14 

17 

127 

14 

7 

38 

32 

77 

A  O 

4. a 

i  c  on 

lb.yu 

Cn  oo 

on 
dU 

1  El 

15. 

1  ?1 
44 

Orthodontic  Ctrs  of  Amer  (5) 
management  services  for 
orthodontic  practices 

15 

NM 

148 

40 

23 

32 

16 

ono 

Cyl  C 

b4.b 

O/l  cc 

£4.bb 

1  CO 

l.b£ 

1  c 

lb 

i  on. 

ice 
124 

oonic  \o) 

owns  &  franchises  drive-in 
restaurants 

18 

21 

160 

16 

13 

21 

21 

OH7 

oc*  o 
ob.o 

on  oo 

l.bb 

1  o 

lb 

oil 

1  91 
■ 

CACI  International 
technical  software  &  services 
for  the  defense  industry 

14 

27 

142 

20 

15 

15 

18 

EC  /I 

bb4 

on  o 

b4.bb 

o  oc 

r>A 
d4 

CI  t 

bit 

1  9  A 

163 

Lopart  yd) 
auctions  salvage 
vehicles 

11 

13 

3 

14 

33 

29 

36 

007 

ddt 

070 

oo  ni 
£O.Ul 

n  ovi 

u.y4 

on 

1,54. 

1  9^ 
XC.D 

171 

American  Italian  Pasta  (2) 
largest  producer  of  dry 
pasta  in  North  America 

11 

14 

356 

22 

16 

49 

14 

OO  A 

£o4 

on  n 
aU.U 

vl  O  OC 

Ad. do 

O  1  c 

*Mb 

on 
dU 

7C" 

126 

107 

FT!  Consulting  (2) 
provides  litigation 
support  services 

11 

4 

360 

43 

40 

15 

26 

153 

12.1 

29.40 

1.50 

20 

351 

bej  *  RailAmerica  (rank  85)  is  the  world's  largest  short-line 
railroad  operator,  with  11,000  track  miles  in  four  countries. 


127 

155 

CorVel  (8) 

medical  cost  containment 
&  managed  care  services 

21 

23 

0 

15 

13 

17 

15 

217 

13.6 

26.30 

1.52 

17 

292 

128 
■ 

Balchem 

makes  specialty  chemicals 
&  gases 

19 

19 

0 

5 

16 

15 

34 

36 

4.3 

20.60 

NA 

NA 

m 

129 
■ 

Roper  Industries 

produces  fluid-handling  prods 

&  industrial  controls 

20 

18 

347 

21 

21 

14 

11 

570 

55.2 

35.99 

2.28 

16 

130 

91 

Strayer  Education  (4) 
for-profit  undergraduate  & 
graduate  degree  programs 

23 

22 

0 

15 

13 

15 

14 

84 

23.0 

44.60 

1.77 

25 

37J 

r 


Stock  prices  as  of  Sept.  28  ■  Not  on  last  year's  list.  'Includes  all  share  classes. 
NA:  Not  available  or  not  applicable  NM:  Not  meaningful. 

Sources:  William  O'Neil  &  Co  ,  FT  Interactive  Data.  Market  Guide  and  Thomson  Financial/IBES  via  FactSet  Research  Systems. 
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Buy  a  full  fare  Economy 
lass  ticket  to  Asia  on  Malaysia 
irlines  and  we'll  upgrade  you  to 
ur  award-winning  Business  Class, 
full  Business  Class  fare  entitles 
du  to  our  luxurious  First  Class 
ibin.  Fly  aboard  our  B747-400s 


)  ghts  must  originate  from  North  America  and  must  be  booked  by  3/31/02  with 
'  vel  completed  by  12/31/02  Upgrades  are  subject  lo  seal  availability  at  lime  ol 


direct  to  Kuala  Lumpur  from 
Los  Angeles,  via  Taipei  or  Tokyo. 
Continue  on  to  any  of  our  more 
than  MO  destinations  worldwide. 
Call  your  travel  agent 
or  Malaysia  Airlines 
at  (888)  627-8477. 


reservation  Some  restrictions  apply.  Partners  in  Northwest  Airlines'  WorldPerks* 
and  Delta  SkyMiles*  frequent  tlyer  programs  ©2001  Malaysia  Airlines. 


AIRLINES 

www.malaysiaairlines.com 


200  BEST  SMALL  COMPANIES 


2001  RANKING 


£ 

Company  (consecutive  years  on  list) 
business 

PROFITABILITY 

GROWTH 

SALES 

latest 
12  mos 
(Smil) 

NET 
INCOME 

latest 
12  mos 
(Smil) 

RECENT 
PRICE 

EPS 

P/E 

g 

01 

00 

Return  on  equity 

Debt/ 
cash 
flow 

Sales 

EPS 

value! 

5-year 
average 

latest 
12  mos 

5-year 
average 

latest 
12  mos 

5-year 
average 

latest 
12  mos 

2002 
est 

2002 

est 

(Smil) 

131 

116 

Pericom  Semiconductor  (3) 
manufactures  integrated 
circuits 

13% 

8% 

•  0% 

31% 

19% 

41% 

16% 

$108 

$17.4 

$13.90 

$0.09 

NM 

$34 

132 

170 

Dianon  Systems  (2) 
anatomic  pathology,  genetic 
&  clinical  testing  services 

11 

13 

31 

14 

19 

28 

48 

105 

8.2 

50.20 

1.50 

33 

37 

133 

187 

Sport  Chalet  (2) 
operates  sporting 
goods  superstores 

13 

15 

0 

10 

18 

63 

12 

219 

7.1 

7.76 

1.35 

6 

53 

134 
■ 

Associated  Materials 
manufactures  exterior  building 
products  &  electrical  cables 

24 

24 

326 

9 

8 

30 

2 

529 

19.8 

20.75 

3.38 

6 

13! 

135 
■ 

Entegris 

materials  management  for 
the  microelectronics  industry 

13 

19 

17 

6 

21 

12 

57 

386 

61.6 

7.90 

0.30 

26 

546 

136 

141 

Anaren  Microwave  (2) 
makes  integrated  microwave 
components  &  subsystems 

8 

5 

0 

39 

41 

43 

6 

85 

12.2 

16.35 

0.31 

53 

368 

137 
■ 

EDO 

makes  electronic 
warfare  products 

22 

2 

473 

19 

81 

5 

13 

248 

13.2 

28.75 

1.25 

23 

42- 

138 

134 

Young  Innovations  (3) 
makes  dental  equipment 
&  supplies 

14 

14 

4 

26 

29 

13 

14 

58 

8.8 

19.50 

1.60 

12 

122 

139 
■ 

Westcoast  Hospitality 
operates  hotels  &  commercial 
properties 

9 

5 

470 

31 

5 

57 

39 

126 

9.3 

6.04 

NA 

NA 

7£ 

140 
■ 

Aeroflex 

makes  integrated  circuits  & 
motion-control  products 

11 

7 

89 

26 

23 

23 

48 

233 

23.2 

11.00 

0.13 

85 

653 

141 

157 

Navigant  International  (2) 
provides  corporate 
travel  services 

9 

11 

626 

52 

24 

34 

2 

338 

14.5 

8.04 

1.47 

5 

10! 

142 

66 

Medicis  Pharmaceutical  (3) 
prescription  &  over-the-counter 
dermatological  prods 

12 

10 

36 

49 

21 

24 

15 

168 

51.9 

49.98 

1.89 

26 

l,5ld 

143 

183 

Cobra  Electronics  (2) 
makes  radar  detectors 
&  two-way  radios 

12 

15 

NM 

11 

18 

42 

22 

153 

6.8 

5.50 

NA 

NA 

34 

144 

71 

DSP  Group  (2) 
digital-signal-processing 
software  &  integrated  circuits 

13 

20 

0 

17 

Xw 

JO 

11 

-1.  X 

111 

28.2 

19.95 

1.02 

20 

533! 

m 

National  Home  Health  Care 
provides  home  health 
care  services 

7 

14 

0 

13 

43 

7 

51 

71 

3.7 

y.bb 

NA 

NA 

ou 

Stock  prices  as  of  Sept.  28.  ■  Not  on  last  year's  list.  Includes  all  share  classes. 
NA:  Not  available  or  not  applicable  NM:  Not  meaningful. 

Sources:  William  O'Neil  &  Co.;  FT  Interactive  Data.  Market  Guide  and  Thomson  Financial/IBES  via  FactSet  Research  Systems 
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- 


Philanthropist  • 


1: 


2  trek  from  anonymity  to  fortune,  Life's  been  known  to  deal  a  joker  or  two.  So  we  offer  you  M?  MclSSMlltUcil 
nancial  edge  you'll  need  throughout  your  life -from  annuities  to  mutual  funds  to  insurance.  fflH  financial  group 
estate  protection  strategies  (for  that  glorious  time  when  you  get  to  start  giving  it  away). 

You  can't  predict.  You  can  preparer 

eimerFunds/lnvestments-Retirement  Services/401(k)  Plans-Life  Insurance-Disability  Income  Insurance-Long  Term  Care  Insurance -Annuities-Trusl  Services-For  our  nearest  office,  contact  massmutual.com 

assachusetts  Mutual  Life  Insurance  Co.  (MassMutual),  Springfield,  MA  01 1 1 1 .  Securities  products  and  services  offered  through  MML  Investors  Services,  Inc.,  a  MassMutual  subsidiary,  member  SIPC,  and  OppenheimerFunds  Distributor,  Inc 
ust  services  are  offered  through  The  MassMutual  Trust  Company,  FSB  HOYLE*  and  the  back  design  of  its  playing  cards  are  registered  trademarks  owned  by  The  United  States  Playing  Card  Company,  used  here  with  permission. 


200  BEST  SMALL  COMPANIES 


2001  RANKIN 


G 


* 

I 

01 

00 

Company  (consecutive  years  on  list) 
business 

PROFITABILITY 

GROWTH 

SAILS 

NET 
INCOME 

latest 
12  mos 
(Smil) 

RECENT 
PRICE 

EPS 

2002 
est 

P/E 

2002 
est 

MARK 
VALU 

($J 

Return  on  equity 

Debt/ 
cash 
flow 

Sales 

EPS 

latest 
12  mos 
(Smil) 

5-year 
average 

latest 

12  runs 

5-year 
average 

latest 
l2mos 

5-year 
average 

latest 
12  mos 

146 
■ 

Interpool 
leases  dry  freight 
cargo  containers 

12% 

13% 

•  731% 

18% 

36% 

5% 

34% 

$334 

$46.0 

$14.60 

NA 

NA 

$4C 

147 

130 

Fair,  Isaac  &  Co  (4) 
analyzes  consumer  profiles 
to  determine  credit  risk 

18 

14 

0 

17 

10 

17 

22 

321 

40.4 

47.23 

$2.33 

20 

1,0E 

148 

190 

Dominion  Homes  (2) 
home  builders  in  central  Ohio 
&  Louisville,  Ky. 

15 

13 

NM 

15 

19 

18 

24 

346 

10.3 

9.00 

NA 

NA 

(3 

149 
■ 

Buckle 

retailer  of  casual 
apparel  &  footwear 

21 

18 

0 

17 

6 

26 

7 

393 

34.3 

16.50 

1.81 

9 

34 

150 
■ 

Triumph  Group 

makes  aircraft  &  industrial 

gas  turbine  components 

13 

10 

650 

22 

26 

27 

14 

585 

43.9 

23.30 

4.03 

6 

36 

151 
■ 

Maplnfo 

software  for  the  analysis 
of  demographics  profiling 

9 

13 

0 

24 

22 

61 

8 

111 

7.8 

7.30 

0.38 

19 

1C 

152 

149 

ICU  Medical  (3) 

makes  disposable  intravenous 

connection  systems 

13 

14 

0 

23 

16 

23 

14 

60 

13.2 

40.00 

1.85 

22 

34 

153 
■ 

Arden  Group 
operates  supermarkets 
in  southern  California 

16 

16 

44 

9 

10 

32 

20 

376 

12.9 

44.64 

NA 

NA 

14 

mONES  TO  WATCH  o 

I^Sgf  t  Last  year  videogame  maker  THG  (rank 21 
was  the  only  publisher  to  have  a  top-ten  title 
on  every  major  console  platform.  \ 

154 
■ 

Rare  Hospitality  International 
operates  &  franchises 
LongHorn  Steakhouses 

11 

14 

154 

21 

17 

24 

26 

499 

28.1 

15.54 

1.55 

10 

33 

155 
■ 

American  Vanguard 
specialty  chemical 
manufacturer 

12 

15 

NM 

10 

17 

26 

24 

83 

5.0 

14.55 

NA 

NA 

4 

156 
■ 

International  Speedway 
owns  three  superspeedways 
&  promotes  auto  racing 

8 

5 

336 

43 

21 

17 

33 

463 

66.5 

34.83 

1.88 

19 

1,85 

157 
■ 

Syntel 

information  technology 
outsourcing  services 

30 

8 

0 

15 

1 

43 

9 

167 

22.6 

8.20 

0.65 

13 

31 

J] 


u 


Stock  prices  as  of  Sept.  28.  ■  Not  on  last  year's  list.  'Includes  all  share  classes. 
NA:  Not  available  or  not  applicable  NM:  Not  meaningful. 

Sources  William  O'Neil  &  Co.;  FT  Interactive  Data,  Market  Guide  and  Thomson  Financial/IBES  via  FactSet  Research  Systems. 
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DNSIDERING 

Fractional  Atrcraft  Ownfrship? 
first  things  first: 

Educate  Yourself. 


HF  BUYER'S  GUTDF 


TO  FRACTIONAL 

AIRCRAFT  OWNERSHIP 

Questions  to  Ask 
and  Issues  to  Consider 
Before  You  Buy 


"It's  the  smart  thing 
to  do — you  should 
invest  only  in  things 
that  you  really 
understand.  So  first, 
arm  yourself  with 
the  right  questions, 
especially  when  you 
are  investigating 
fractional  aircraft  Warren  Buffett 

ownership  programs.  Get  The  Buyer's 
Guide.  And  get  the  answers  you  need 
before  you  buy." 

The  Buyer's  Guide  to  Fractional  Aircraft 
Ownership  is  the  definitive  publication 
on  the  subject.  It  discusses  the  advan- 
tages of  fractional  ownership,  presents 
the  issues,  and  identifies  the  key 
questions  you  need  to  ask  to  choose 
the  customized  transportation  solution 
that's  right  for  you.  It  helps  you  evaluate 
a  program's  commitment  to  safety, 
security,  and  service  no  matter  where 
you  fly  in  the  world.  And  it  offers 
insights  into  the  factors  affecting  the 
long-term  costs  of  fractional  ownership. 
There  is  no  more  useful  resource  for 
making  a  well-informed  decision. 

Get  The  Buyer's  Guide  to  Fractional 
Aircraft  Ownership.  For  your  free  copy, 
call  1-877-NETJETS  (1-877-638-5387). 
We'll  send  it  to  you  immediately.  Or 
visit  us  online  at:  www.netjets.com 


Neijets 


The  pioneer  and  worldwide  leader 
in  fractional  aircraft  ownership."" 

NetJets  is  the  fractional  aircraft  ownership  program 
of  Executive  Jet,  Inc.,  a  Berkshire  Hathaway  company 


RETURN     ON  COMMUNICATIONS 

4  


The  need  to  move  to  a  new  environment.  Chances  are,  your  business  has  changed  since  your 

networks  were  deployed.  You  may  have  implemented  new  applications.  Experienced  exceptional  growth. 
Maybe  you  re-organized  or  merged.  Whatever  changes  you  may  have  experienced,  you  can  take  your 
networks  where  they  need  to  go  with  AT&T's  unique  combination  of  Skill,  Scale  and  Scope. 

The  skill  to  deliver  effective  solutions. 

With  thousands  of  experienced  network  professionals,  AT&T  can  support  your  move  to  a  next 
generation  network. 

►  Proven  systems  and  processes 

►  Leading  expertise  in  security  and  continuity 

►  World-class  Service  Level  Agreements 

ORDERLY  NETWORK 

MIGRATION 

The  scale  to  implement  globally. 

When  your  company's  solution  is  ready  to  fly,  it  can  fly  virtually  everywhere. 
^  Scalable  innovations 

►  Industry-leading  global  IP  backbone 
^  Access  from  850  cities  worldwide 

The  scope  to  maximize  your  return. 

AT&T  has  a  wide  range  of  technologies,  services  and  best-of-breed  partners  to  help  you 
manage  complexity  and  change. 
^  Connectivity  services 

►  Hosting  services 
^  Managed  services 

It  can  all  add  up  to  a  soaring  return  on  your  communications  investment. 

Call  AT&T  toll  free  at  i  866  329-1736 

or  visit  us  at  www.attbusiness.com/return 


©2001  AT&T. 


200  BEST  SMALL  COMPANIES 


* 

z 

Company  (consecutive  years  on  list) 

business 

PROFITABILITY 

GROWTH 

SAIFS 

NET 
INCOME 

latest 
12  mos 
(Smil) 

RECENT 
PRICE 

EPS 

Pit 

MARKE 
VALUE 

5 

01 

00 

Return  on  equity 

Debt/ 
cash 
flow 

Sales 

EPS 

latest 
12  mos 
(SmD 

5-year 
average 

latest 
12  mos 

5-year 
average 

latest 
12  mos 

5-year 
average 

latest 
12  mos 

2002 
est 

2002 
est 

(Smil) 

158 
■ 

Quality  Systems 

develops  software  for  medical 

&  dental  practices 

7% 

10% 

'  0% 

18% 

14% 

24% 

72% 

$42 

$4.1 

$10.45 

NA 

NA 

$6 

159 
■ 

Advanced  Technical  Products 
composite  products  for 
aerospace  &  defense  inds 

25 

NM 

NM 

15 

8 

11 

50 

179 

9.0 

18.20 

NA 

NA 

101 

160 
■ 

Cost  Plus 
retailer  of  home 
furnishings 

13 

13 

61 

23 

23 

27 

5 

534 

21.8 

18.36 

$1.37 

13 

 1 

39- 

161 
■ 

Garan 

makes  apparel,  primarily 
for  Wal-Mart  Stores 

13 

14 

14 

14 

2 

26 

33 

247 

21.3 

34.85 

NA 

NA 

151 

162 
■ 

ll-VI 

manufactures  electrical 
&  optical  components 

12 

11 

44 

18 

63 

7 

20 

118 

9.5 

13.03 

0.73 

18 



18 

163 

180 

O'Charley's  (2) 

casual-dining 

restaurants 



12 

13 

287 

22 

25 

22 

11 

419 

21.0 

17.15 

1.44 

12 

311 

164 

112 

— 

Modtech  Holdings  (2) 
designs  modular  relocatable 
classrooms 

15 

9 

NM 

45 

11 

8 

20 

230 

11.4 

7.80 

1.09 

7 

10! 

165 
■ 

 1 

Dave  &  Buster's 
operates  restaurants  with 
billiards,  shuffleboard  &  games 

8 

8 

283 

39 

22 

11 

31 

349 

12.0 

5.92 

1.03 

6 

7C 

166 
■ 

Shoe  Carnival 
operates  family  footwear 
superstores 

11 

10 

NM 

15 

24 

21 

26 

458 

11.3 

9.69 

1.15 

8 

118 

167 
■ 

Mercury  Air  Group 
provides  cargo  &  fuel 
services  to  airlines 

15 

7 

386 

10 

47 

5 

30 

454 

4.0 

5.10 

NA 

NA 

3! 

168 

148 

Matthews  International  (2) 
bronze  memorial  products 
&  graphic  systems 

21 

22 

37 

11 

1 

16 

11 

266 

30.3 

22.06 

1.16 

19 

66$ 

169 
■ 

Hi-Tech  Pharmacal 
manufactures  generic  drugs  & 
over-the-counter  medications 

10 

11 

6 

9 

12 

34 

38 

30 

2.4 

8.33 

NA 

NA 

170 
■ 

Richardson  Electronics 
distributor  of  semiconductors 
&  electrical  components 

12 

14 

NM 

16 

22 

15 

22 

502 

17.7 

8.26 

1.28 

6 

111 

171 

185 

Courier  (2) 

printer  of  books,  Bibles 

&  trade  publications 

14 

16 

139 

iO 

o 

204 

10.9 

21.66 

NA 

NA 

11C 

— . 

LI  c. 
■ 

Mentor 

surgical  implant  devices 

&  disposable  medical  supplies 

15 

16 

0 

14 

10 

8 

21 

283 

35.4 

25.30 

1.84 

14 

60/ 

Stock  prices  as  of  Sept.  28.  ■  Not  on  last  year's  list.  'Includes  all  share  classes. 
NA:  Not  available  or  not  applicable.  NM:  Not  meaningful. 

Sources:  William  O'Neil  &  Co.:  FT  Interactive  Data.  Market  Guide  and  Thomson  Financial/IBES  via  FactSet  Research  Systems. 
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Breguet  Boutique,  779  Madison  Avenue,  New  York,  (212)  288-4 


BEST  SMALL  COMPANIES 


2001  RANKING 


z 

Company  (consecutive  years  on  list) 
business 

PROFITABILITY 

GROWTH 

SALES 

latest 
12  mos 
(SraiO 

NET 
INCOME 

latest 
12  mos 
($mil) 

RECENT 
PRICE 

EPS 

P/E 

MARKFI 

1 

Return  oh  equity 

Debt/ 
cash 
flow 

Sales 

EPS 

VALUE1 

'01 

00 

5-year 
average 

latest 
12  mos 

5-year 
average 

latest 
12  mos 

5-year 
average 

latest 
12  mos 

2002 
est 

2002 
est 

(Smil) 

173 
■ 

Midland  Co 
provides  property  & 
casualty  insurance 

10% 

13% 

'55% 

11% 

11% 

75% 

8% 

$557 

$32.0 

$40.60 

$4.13 

10 

—\ 

$362 

174 
■ 

Atwood  Oceanics 
contract  offshore  drilling 
for  oil  &  gas  wells 

15 

11 

118 

15 

13 

18 

25 

149 

26.4 

26.00 

2.23 

12 

36C 

175 
■ 

Speedway  Motorsports 
operates  speedways  & 
promotes  motor  sport  events 

14 

12 

542 

33 

6 

15 

12 

371 

53.8 

19.88 

1.58 

13 

83C 

176 
■ 

Penn  Engineering  &  Mfg 
manufactures  fasteners 
&  electric  motors 

13 

16 

0 

12 

9 

12 

28 

255 

26.8 

14.20 

1.25 

11 

24E 

177 
■ 

CryoLife 

ultra-low-temperature  storage 
of  organs  for  transplant 

10 

9 

116 

19 

13 

12 

37 

81 

9.3 

37.61 

0.78 

48 

707 

178 
■ 

Movado  Group 
designs  Concord,  Movado 
&  Coach  brand  watches 

12 

13 

158 

11 

6 

10 

44 

326 

21.2 

15.50 

2.08 

7 

181 

179 

191 

Vans (2) 
athletic  apparel 
retailer 

10 

8 

12 

21 

23 

10 

25 

341 

15.4 

11.49 

1.23 

9 

198 

180 

178 

Curtiss-Wright  (3) 
metal-treating  svcs,  motion 
&  flow-control  products 

13 

14 

103 

17 

4 

20 

16 

331 

40.1 

46.60 

4.11 

11 

46S 

Iggg*"  In  June  mobile-office  maker  Mobile  Mini  (tank  si) 
posted  its  18th  consecutive  quarter  of  record  earnings. 


181 
■ 

1HOP 

International  House  of 
Pancakes  restaurants 

14 

14 

305 

12 

12 

16 

13 

318 

37.5 

26.20 

2.17 

12 

534 

182 
■ 

Kirby 

tows  freight  by  barge  & 
provides  diesel  engine  svcs 

12 

13 

346 

10 

17 

17 

13 

537 

35.5 

22.50 

1.76 

13 

542 

183 
■ 

Diagnostic  Products 
medical  diagnostic 
kits 

11 

12 

0 

9 

14 

6 

33 

266 

33.5 

42.22 

1.46 

29 

1.19C 

184 
■ 

National  Beverage 
produces  branded  soft  drinks, 
juices  &  bottled  water 

15 

14 

112 

5 

13 

10 

13 

480 

15.0 

10.00 

NA 

NA 

182 

185 
■ 

Merit  Medical  Systems 
disposable  medical  products 
to  treat  cardiovascular  disease 

6 

2 

338 

16 

14 

5 

59 

99 

3.5 

19.00 

0.79 

24 

191 

Stock  prices  as  of  Sept.  28.  ■  Not  on  last  year's  list.  'Includes  all  share  classes. 
NA:  Not  available  or  not  applicable.  NM:  Not  meaningful. 

Sources:  William  O'Neil  &  Co.;  FT  Interactive  Data,  Market  Guide  and  Thomson  Financial/IBES  via  FactSet  Research  Systems. 
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We'll  Get  Your 
Digital  Assets  in  Shape 


...and  you  don't  have  to  lift  a  finger. 

Reciprocal™  makes  it  easy  to  profit  from  digital  distribution.  We  offer 
everything  you  need  from  e-commerce  to  electronic  inventory  management, 
and  tie  it  in  with  leading  digital  rights  management  (DRM)  technologies. 
Our  services  are  easy  to  implement  and  user-friendly,  so  you  can  focus  on 
what  you  do  best.  Leave  the  heavy  lifting  to  us.  You  can  relax  for  a  change. 


Reciprocal,  Inc.  All  fight!  reserved:  Reciprocal,  and  the  Reciprocal  symbol'  are  trademarks,  ol  Reciprocal,  Inc.  in  the  United  Slates  and  other  countries. 


888.871.1600 
reciprocal.com 


200  BEST  SMALL  COMPANIES 


2001  RANKING! 


¥ 

Company  (consecutive  years  on  list) 
business 

PROFITABILITY 

GROWTH 

SAI FS 

NET 
INCOME 

latest 
12  mos 
(Smil) 

RECENT 
PRICE 

EPS 

P/E 

MARKF 

01 

00 

Return  on  equity 

Debt/ 
cash 
flow 

Sales 

EPS 

latest 
12  mos 
(Smil) 

VALUE 

5-year 
average 

latest 
12  mos 

5-year 
average 

latest 
12  mos 

5-year 
average 

latest 
12  mos 

2002 
est 

2002 
esi 

(Smil) 

186 
■ 

Jos  A  Bank  Clothiers 
retailer  &  cataloger 
of  men's  apparel 

9% 

11% 

•  58% 

7% 

6% 

43% 

19% 

$209 

$4.3 

$4.75 

NA 

NA 

$21 

187 
■ 

Motor  Cargo  Industries 
less-than-truckload 
motor  carrier 

11 

11 

52 

10 

8 

6 

55 

137 

7.0 

9.69 

$1.13 

9 

6: 

188 
■ 

Met-Pro 

makes  pollution-control  & 
fluid-handling  equipment 

16 

17 

81 

8 

1 

8 

13 

79 

7.6 

10.20 

NA 

NA 

6: 

189 
■ 

Tootsie  Roll  Industries 
makes  Tootsie  Rolls,  Charms, 
Sugar  Babies  &  other  candies 

17 

17 

9 

5 

6 

13 

2 

428 

73.3 

38.26 

1.59 

24 

1,931 

190 
■ 

Ducommun 

components  &  assemblies  for 
the  aerospace  industry 

16 

13 

88 

8 

16 

10 

2 

182 

13.1 

8.80 

1.50 

6 

8( 

191 

193 

Datascope  (2) 

makes  medical  products  for 

cardiovascular  surgery 

13 

14 

0 

9 

4 

17 

15 

313 

33.9 

38.78 

2.40 

16 

57- 

192 
■ 

Russ  Berrie 
markets  collectibles 
&  gift  items 

13 

14 

0 

6 

2 

24 

3 

302 

44.1 

26.60 

NA 

NA 

531 

193 
■ 

Movie  Gallery 
owns  &  operates 
video  stores 

5 

7 

41 

7 

11 

12 

55 

335 

11.8 

20.73 

1.14 

18 

35- 

194 

172 

Cuno  (2) 

makes  disposable  liquid 
&  gas  filtration  products 

15 

15 

10 

8 

3 

9 

9 

246 

19.4 

27.75 

1.37 

20 

45! 

195 
■ 

Idexx  Laboratories 
makes  animal  biomedical 
test  products 

10 

14 

0 

10 

4 

24 

13 

375 

36.7 

23.37 

1.30 

18 

77( 

196 
■ 

Robert  Mondavi 
produces  premium 
table  wines 

12 

12 

NM 

15 

18 

7 

1 

506 

43.3 

35.60 

3.39 

11 

56! 

197 

192 

National  Dentex  (4) 
designs  &  fabricates 
prosthetic  dental  devices 

14 

13 

0 

10 

8 

11 

5 

79 

6.0 

21.00 

1.98 

11 

7: 

198 
■ 

Inter-Tel 

provides  business  telephone 
systems  &  services 

12 

NM 

0 

20 

9 

7 

3 

403 

15.4 

11.46 

1.08 

11 

27: 

199 
■ 

CSS  Industries 
wrapping  paper,  greeting 
cards  &  holiday  decorations 

8 

NM 

1 

12 

1 

13 

20 

413 

18.0 

25.30 

NA 

NA 

22' 

,.KJyJ 

m 

O06rv  rdiMUUS  DlallOo 

discount  retailer 
of  men's  apparel 

9 

8 

121 

6 

1 

5 

17 

1  R7 

CJ.UvJ 

NA 

NA 

T. 

Stock  prices  as  of  Sept.  28.  ■  Not  on  last  year's  list.  'Includes  all  share  classes. 
NA:  Not  available  or  not  applicable.  NM:  Not  meaningful. 

Sources:  William  O'Neil  &  Co.;  FT  Interactive  Data.  Market  Guide  and  Thomson  Financial/IBES  via  FactSet  Research  Systems. 
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7ell,  well,  well.  The  omniscient  groundhog 
inally  met  its  match. 
|'s  our  very  own  "Seer  of  Seers,  Sage  of 
s,  Prognosticator  of  Prognosticators." 
like  Pontrelli. 

'ur  Clairvoyant  of  Climates  knows  that 
uccess  of  buying  and  selling  wholesale 
,ricity  and  natural  gas  depends  on  the 
^erature.  And  that  the  demands  for 
;r  do  fluctuate  based  on  just  how  hot  or 
lit  is  outside. 

le's  also  aware  that  having  early,  accurate 
istute  weather  forecasts  gives  PPL 
nificant  advantage  in  the  stormy 
ricity  marketplace. 
)  Mike  Pontrelli  vigilantly 
:s  climatic  patterns  and  then 
ers  his  weather  reports  before  the  market 
s  trading  at  7  a.m.  And  he  delivers 

straight  to  the  PPL  traders,  who  now 
etermine  how  much  demand  is  anticipated, 
much  electricity  we  need  to  supply  and 
e  to  sell  or  buy  it. 

ecause  we  believe  in  being  ready  to  power 
a  kilowatt's  notice,  we're  in  the  process 

otp.  2001  All  ngh-s  nened 


Meet 

Punxsutawney 

Pontrelli 


Mike  Pemrt/li,  PPL  Mlttmlogist. 

It's  no  wonder  that  we've  never  lost 
sight  of  our  commitment. 

We  deliver  on  our  power.  We  deliver 
on  our  promises. 

No  matter  which  way  the  wind  is 
blowing. 

umw.pplweb.com 


of  building  several  power  plants  where  they're 
needed,  when  they're  needed.  In  Washington, 
Arizona,  Connecticut,  Pennsylvania,  jBm 


H 


ow  on-the-spot  forecasts 

and  on-the-trading  floor  decisions 
get  power  to  where 

it's  needed  most. 

New  York  and  Illinois,  to  be  precise. 

Today,  the  company  that  began  as  a  local 
energy  provider  for  eastern  and  central 
Pennsylvania  has  burgeoned  into  one  of  the 
nation's  leading  marketers  of  electricity  in  42 
states  and  Canada. 


200  BEST  SMALL  COMPANIES 


2001  RANKING 


Company 


Aaom 


Actrade  International 


Advanced  Technical  Prods 


Advent  Software 


Aeroflex 


Albany  Molecular  Research 


Ambassadors  International 


American  Italian  Pasta 


American  Locker  Group 


American  Vanguard 


American  Woodmark 


American  Xtal  Technology 


Amsurg 


Anaren  Microwave 


Arden  Group 


Associated  Materials 


Astronics 


Atlantic  Coast  Airlines 


Atwood  Oceanics 


AZZ 


Balchem 


Barr  Laboratories 


Barra 


Berry  Petroleum 


Bright  Horizons  Family  Sol 


Brown  &  Brown 


Buckfe 


Cabot  Microelectronics 


CACI  International 


Cal  Dive  international 


Cantel  Medical 


Canterbury  Park  Holding 


Carreker 


Overall 
36 


159 


70 


140 


12 


65 


125 


78 


155 


118 


51 


79 


136 


153 


134 


77 


95 


174 


108 


128 


74 


47 


87 


100 


57 


149 


123 


109 


119 


88 


54 


IEY  BANK 


5-year  average 


ROE 
16 


43 


21 


132 


163 


13 


139 


150 


136 


55 


173 


175 


188 


81 


24 


65 


17 


100 


59 


56 


57 


19 
72 


96 


18 


47 


73 


105 


102 


106 


197 


114 


Sales 
growth 

89 


69 


143 


41 


87 


67 


98 


164 


175 


115 


33 


43 


185 


184 


132 


85 


153 


128 


198 


140 


100 


68 


51 


131 


133 


111 


82 


192 


149 


46 


EPS 
growth 

25 


22 


176 


60 


128 


156 


39 


81 


110 


141 


104 


57 


52 


86 


93 


134 


171 


146 


131 


160 


43 


83 


165 


66 


148 


113 


161 


140 


94 


38 


40 


Company 


Catalina  Marketing 


Catapult  Communications 


CEC  Entertainment 


Cerner 


CH  Robinson  Worldwide 


Chase 


Cheesecake  Factory 


Chico's  FAS 


Christopher  &  Banks 


Cobra  Electronics 


Comtcch  Telecomm 


Copart 


CorVel 


Cost  Plus 


Courier 


Craftmade  International 


Credo  Petroleum 


CryoLife 


CSS  Industries 


Cuno 


Curtiss-Wright 


Oaktronics 


Oatascope 


Dave  &  Buster's 


Deb  Shops 


DeVry 


DeWolfe  Cos 


Diagnostic  Products 


Dianon  Systems 


Dominion  Homes 


DSP  Group 


Ducommun 


Dynacq  International 


Overall 


101 


34 


112 


86 


63 


115 


105 


143 


48 


124 


127 


160 


171 


75 


89 


177 


199 


194 


180 


52 


191 


165 


116 


102 


68 


183 


132 


148 


144 


190 


IE  THEY  RANK  

5-year  average 


ROE 
4 


37 


67 


199 


28 


22 


156 


15 


146 


194 


155 


46 


133 


111 


31 


195 


168 


184 


95 


130 


85 


125 


187 


76 


36 


23 


152 


154 


92 


126 


83 


30 


Sales 
growth 

92 


55 


159 


113 


96 


134 


70 


34 


125 


174 


36 


158 


148 


97 


172 


84 


151 


119 


165 


189 


136 


91 


186 


42 


163 


137 


107 


183 


157 


146 


135 


187 


39 
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Financial  Group 


200  BEST  SMALL  COMPANIES 


2001  RANKING 


Company 

W 

'HERE  THEY  RANK 

Company 

1 

HERE  THEY  RANK 

5-year  average 

5-year  average 

Overall 

ROE 

Sales 
growth 

EPS 
growth 

• 

Overall 

ROE 

Sales 
growth 

EPS 
growtl 

EDO 

lo/ 

39 

117 

197 

Inter-Tel 

1  Qfl 

137 

112 

19C 

Education  Management 

CO 

DO 

35 

114 

58 

International  Speedway 

loo 

185 

32 

152 

tiantcc  oemiconuucior 

en 

160 

63 

33 

interpooi 

1  AG 
J.  ID 

141 

123 

19S 

Electro  Scientific  industries 

£b 

75 

102 

145 

Investors  Financial  Services 

9K 

113 

48 

761 

Embrex 

EC 
3D 

41 

124 

13 

ill  taucaiionai  oervices 

2 

173 

144 

Engineered  Support  Sys 

0  J 

77 

26 

111 

1    lall  RrAiin 

j  j<ii  uroup 

9Q 

^a 

119 

66 

72 

Entegris 

loO 

127 

196 

174 

Jos  A  Bank  Clothiers 

1  BR 

lob 

180 

193 

50 

trlU  iysiems 

D3 

167 

47 

32 

Keithiey  Instruments 

RA 
04 

69 

197 

14 

Evergreen  Resources 

4o 

200 

5 

45 

Kenneth  Cole  Productions 

no 

ao 

38 

79 

10C 

FactSet  Research  Systems 

91 
<£1 

29 

59 

67 

Key  Production 

on 
ou 

134 

78 

109 

Fair,  Isaac  &  Co 

1  A7 
14/ 

63 

129 

147 

luroy 

1  Q9 

140 

177 

15Q 

Financial  reuerai 

IX  / 

109 

80 

125 

Rnigni  i  ransporraiion 

Q9 

ao 

61 

75 

129 

First  Health  Group 

on 

1 

121 

180 

Krispy  Kreme  Doughnuts 

QA 
5*4 

169 

105 

75 

Forrester  Research 

AA 
44 

135 

14 

56 

KV  Pharmaceutical 

Rt\ 
OU 

40 

61 

74 

Forward  Air 

Afl 
4U 

9 

77 

63 

LaBranche 

162 

11 

1 

r  1 1  oonsumng 

1  OR 

149 

30 

159 

MTR  Gaming  Group 

/ 

5 

31 

37 

^2  r\  |  AIM 

uaiam 

4£ 

82 

22 

95 

Macro  vision 

97 
O  / 

101 

20 

30 

Garan 

1  Rl 

116 

156 

112 

Manhattan  Assoc 

99 

49 

7 

105 

Gentner  Communications 

1  Q 
IS 

42 

72 

19 

Mapinfo  Corp 

1  HI 

101 

182 

94 

29 

ureen  moumam  uorree 

1  R 
ID 

33 

93 

47 

Matthews  International 

1  RR 
loo 

45 

171 

 , 

157 

Jack  Henry  &  Associates 

1  Q 

ia 

12 

76 

115 

Maximus 

Q9 

64 

56 

133 

Hi-Tech  Pharmacal 

1  RQ 

165 

182 

77 

Mcuratn  nentuorp 

oo 

27 

162 

143 

Hot  Topic 

1  9 
JLO 

70 

13 

21 

Measurement  Specialties 

o 

8 

44 

10 

Houston  Exploration 

1  4 

131 

35 

46 

Medical  Action  Industries 

i  on 

104 

154 

68 

IDEC  Pharmaceuticals 

91 
Ol 

159 

15 

27 

Medicis  Pharmaceutical 

1  AO 

145 

19 

122 

lu  1  Uroup 

OA 
04 

181 

71 

71 

Mentor 

1  79 
1  /£ 

91 

155 

186 

iuu  medical 

1  K9 

120 

95 

124 

Mercury  Air  Group 

1  C7 
10/ 

99 

181 

200 

Idexx  Laboratories 

1  Qc: 

170 

180 

121 

Mercury  Computer  Systems 

40 

68 

81 

44 

ii  inn 
In  up 

i  m 

lol 

107 

166 

155 

Mercury  Interactive 

1 1 
11 

90 

16 

31 

ii  %/i 

1  R9 

143 

126 

191 

Merit  Medical  oystems 

1  QC 

loo 

196 

139 

196 

ttiuminet  Holdings 

43 

80 

29 

154 

Meritage  Corporation 

A 
4 

20 

25 

6 

ImnAth 

■  ll  l|Ja  1 1 1 

61 

186 

12 

51 

Mpt-Prn 

188 

84 

188 

188 

Insituform  Technologies 

97 

86 

190 

15 

Metro  One  Telecomm 

6 

115 

6 

7 
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Cindy 
Crawford's  choice 


OMEGA 

Ben  Bridge    For  the  nearest  location  call  1-888-448-1912 


200  BEST  SMALL  COMPANIES 


2001  RANKING 


Company 

 » 

[HERE  THEY  RANK 

Company 

W 

HERE  THEY  RANK 

5-year  average 

5-year  average 

Overall 

ROE 

Sales 
growth 

EPS 
growth 

Overall 

ROE 

Sales 
growth 

EPS 
growth 

Midland  Co 

173 

166 

169 

16 

RehabCare  Group 

38 

52 

40 

89 

Mobile  Mini 

81 

117 

104 

20 

Renaissance  Learning 

17 

11 

18 

79 

Modtech  Holdings 

164 

94 

27 

187 

ResMed 

24 

44 

53 

61 

Robert  Mondavi 

196 

144 

150 

192 

Richardson  Electronics 

170 

148 

142 

164 

Motor  Cargo  Industries 

187 

157 

179 

195 

Roper  Industries 

129 

51 

106 

166 

Movado  Group 

178 

138 

170 

181 

Russ  Berrie 

192 

121 

195 

118 

Movie  Gallery 

193 

198 

191 

170 

SRI/Surgical  Express 

111 

164 

83 

85 

National  Beverage 

184 

93 

199 

179 

S&K  Famous  Brands 

200 

178 

194 

198 

National  Oentex 

197 

110 

178 

177 

SBS  Technologies 

110 

89 

38 

158 

National  Home  Health  Care 

145 

190 

160 

189 

Semtech 

55 

26 

50 

54 

Navigant  International 

141 

177 

17 

78 

Shoe  Carnival 

166 

151 

144 

132 

Neogen 

113 

183 

110 

92 

Shuffle  Master 

32 

25 

161 



82 

99  Cents  Only  Stores 

114 

71 

90 

113 

Sonic 

122 

66 

141 

135 

Nortech  Systems 

59 

87 

138 

80 

Spectralink 

71 

174 

88 

11 

O'Charley's 

163 

142 

101 

130 

Speedway  Motorsports 

175 

112 

54 

163 

Oakley 

72 

54 

152 

193 

Sport  Chalet 

133 

118 

176 

24 

On  Assignment 

103 

48 

103 

91 

Stericycle 

62 

176 

4 

26 

Orthodontic  Ctrs  of  Amer 

121 

98 

37 

90 

Strayer  Education 

130 

34 

145 

162 

Pec  Solutions 

15 

10 

28 

41 

Suprema  Specialties 

22 

62 

24 

53 

Penn  Engineering  &  Mfg 

176 

128 

167 

175 

SurModics 

66 

191 

60 

5 

Penn  Virginia 

67 

158 

120 

138 

Syntel 

157 

6 

147 

48 

Pericom  Semiconductor 

131 

128 

64 

59 

THQ 

20 

32 

10 

35 

Petroleum  Development 

76 

147 

65 

153 

Techne 

104 

53 

127 

98 

Pharmaceutical  Prod  Devel 

106 

122 

130 

73 

Theragenics 

107 

79 

45 

49 

Philadelphia  Consolidated 

73 

123 

49 

173 

Tollgrade  Communications 

41 

60 

74 

64 

Prima  Energy 

27 

58 

168 

99 

Tootsie  Roll  Industries 

189 

74 

200 

169 

QLogic 

25 

103 

21 

18 

Trendwest  Resorts 

33 

50 

57 

97 

Quality  Systems 

158 

193 

122 

119 

Triquint  Semiconductor. 

46 

171 

23 

28 

Quicksilver  Resources 

10 

153 

1 

8 

Triumph  Group 

150 

124 

99 

106 

Quiksilver 

99 

88 

73 

103 

US  Physical  Therapy 

28 

14 

116 

137 

Quixote 

96 

78 

118 

69 

Vans 

179 

172 

109 

183 

RSA  Security 

91 

189 

52 

117 

ViaSat 

80 

97 

58 

84 

RailAmerica 

85 

192 

3 

65 
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Westcoast  Hospitality 

139 

179 

62 

34 

Rare  Hospitality  Intl 

154 

161 

108 

123 

Young  Innovations 

138 

108 

86 

168 
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ECIAL     ADVERTISING  SECTION 


Knowledge 

Building  the  Smart  Enterprise 


|n  and  Produced  by  Jerry  Bowles 

teve  Trehern  about  the  role  of  e-learning  in  the  smart  enter- 
iand  he's  likely  to  respond:  "To  provide  the  right  learning 
>ns  at  the  right  time  for  the  right  people  at  the  right  cost." 


hern  is  vice  president  of  Unisys  University,  a  customized  vir- 
jjiraining  organization  created  and  hosted  by  SmartForce  that 
dies  the  educational  requirements  of  some  36,000  Unisys 
loyees  in  100  countries.  The  company's  goal  is  to  provide  its 
^  loyees  with  the  best  possible  role-specific  learning  solutions 
a  view  to  furthering  overall  business  development, 
r  Unisys  and  thousands  of  other  companies,  knowledge  has 
iled  competitive  advantage  because  they  are  able  to  learn, 
v  and  evolve  more  quickly  than  their  rivals.  Last  year,  U.S. 
ipanies  spent  about  $62.5  billion  training  employees,  $3  bil- 
of  which  was  spent  on  IT-based  delivery  of  training,  accord- 
o  a  recent  report  by  WR  Hambrecht  +  Co  and  IDC. 
003,  companies  are  expected  to  spend  $1 1 .5  billion 
jally  on  electronically  delivered  education. 
ie  payback  is  reduced  ex- 
5es  and  improved  perfor- 
ce. In  1999,  68%  of 
;ys  University  educa- 
jal  opportunities  were 
(raditional  classroom 
ling,  and  23%  were 
-study,  tech-based 
ing  or  non-classroom 
ling.  In  2000,  40%  were 
uctor-led  classroom  train- 
I8|  nd  54%  were  technology- 
id  training,  self-study  or 
r.  This  year,  about  60%  of  all  education  is 
'  /ered  via  e-learning  —  which  has  reduced 
;ys's  training  costs  by  about  40%. 


Research  published  by  the 
Learning  Skills  Council  shows  that 
businesses  that  invest  in  training 
increase  profits  nearly  twice  as 
quickly  as  those  that  do  not.  The 
People  and  Profit  report  found  that  companies  that  increased 
their  annual  training  budgets  enjoyed  an  average  11.4% 
increase  in  profits,  compared  with  the  average  6.3%  increase 
in  profits  recorded  by  other  companies. 

"A  company  can't  have  education  for  the  sake  of  education; 
that  won't  drive  success  in  the  marketplace,"  says  Trehern.  "In 
creating  Unisys  University,  we  aimed  to  establish  a  learning 
environment  that  tied  employee  training  to  specific  business 
objectives  and  outcomes,  and  that  allowed  us  to  be  competi- 
tive in  the  market."  ■ 


ADVERTISEMENT  2 


TEDS 


Making  Sure  Workers  Have  the  Right 
Knowledge  and  Skills  to  Do  Their  Jobs 


While  executives  at  E.  I.  DuPont,  the  giant  chemical  company,    That  first  Training  and  Empio| 

t         .1       r        *  .       r      i     m  x  t     i      t»  i  i  •       a  i    Development   System  (Tt 

were  in  the  midst  or  applying  for  the  Malcolm  Baldnge  Annual  deve|oped  for  DuPont  jn  I 
Quality  Award  in  1990,  they  found  themselves  stumped  by  became  the  springboard  for  J 

,  creation  of  a  new  company  ca 

one  or  the  questions  on  the  application.  How,  the  Baldrige  teds,  a  cbm  company, 
questionnaire  wanted  to  know,  did  DuPont  ensure  that  its    Today,  teds  has  5  million 

users  in  more  than  90  counti 

employees  had  the  right  knowledge  and  skills  to  do  their  jobs?  and  strategic  partnerships  J 

—    major  solutions  providers  I 

Like  most  companies  with  thousands  of  employees,  DuPont  IBM,  and  it  numbers  among  its  customers  leading  compar 

had  no  single  system  to  keep  track  of  which  workers  had  com-  such  as  Texas  Instruments,  BellSouth,  Ericsson,  Daim 

pleted  what  training  courses  when  or  to  assess  how  well  they  Chrysler,  Eastman  Chemical  and  Applied  Materials, 

understood  the  material  through  test  scores.  The  company's  fourth-generation  release  —  TEDS  6.0  —  is 

DuPont  turned  to  a  small  software  consulting  firm  called  CBM  LMS  that  integrates  learning  management,  performance  mana 

Technologies  with  which  it  had  developed  an  application  that  ment,  competency/certification  management  and  resource  rr 

would  monitor  the  course  progress  of  its  employees.  The  soft-  agement.  Designed  around  a  four-tiered  architecture  that  cres 

ware  tracked  courses  started,  courses  completed  and  test  scores,  an  open,  Web-enabled  system,  TEDS  integrates  easily  with  leg 

Today,  this  is  known  as  a  learning   „wr.      ~            „  r»i        •                       •  • 

"With  People  Resource  Planning,  companies  can  optimi 
roles,  tasks,  competencies  and  performance  enterprise-wi 
—  joe  Ellis,  Founder  &  CEO,  TEDS 


management  system  (LMS). 

"We  had  been  in  business  for  a 
decade  and  knew  how  to  develop 
good,  solid  software,"  says  Joe 

Ellis,  founder  and  chief  executive  officer  of  CBM  and  TEDS,  a 
CBM  Company.  "This  project  led  us  to  do  a  lot  of  research  into 
managing  intellectual  capital  and  how  to  develop  a  systematic 
process  for  managing  continuous  learning  and  knowledge." 

From  that  research  and  his  experience  in  creating  software  for  from  1 5  world-class  customers  that  share  a  strong  workfor 
manufacturing,  Ellis  adapted  the  principles  of  Materials  Resource  development  philosophy.  Ellis  started  the  consortium,  wh 
Planning  (MRP)  to  create  an  innovative,  new  workforce  manage- 
ment methodology  that  he  called  People  Resource  Planning  (PRP). 

"PRP  identifies  the  skills,  both  present  and  needed,  within  an  years  because  it  has  provided  us  with  a  forum  to  listen  to  our  c 
organization;  develops  and  tracks  the  training  to  support  those  tomers,  to  find  out  where  their  pain  points  are  and  to  responc 
skills;  and  plans,  analyzes  and  documents  workforce  performance  their  needs  through  continuous  improvement  of  the  TEDS  sc 
and  career  development, "  Ellis  says.  "With  PRP,  companies  can  tion, "  says  Ellis.  "It  provides  us  with  access  to  best  practic 
optimize  roles,  tasks,  competencies  and  performance  enterprise-  forged  from  the  real-world  experience  of  many  of  the  world's  le 
wide  —  just  as  they  would  with  any  other  corporate  resources. "     ing  companies 


systems  and  databases  to  create  an  extended  learning  comm 
ty  of  employees,  customers,  suppliers  and  distribution  channel 
One  of  the  company's  strongest  resources,  Ellis  says,  is 
TEDS  Consortium,  a  group  of  learning  and  development  expe 


meets  twice  a  year,  in  1992. 
"The  consortium  has  been  a  tremendous  asset  to  us  over 


You  need  to  get  on  the  fast  track 


with  a  Learning  Management  System. 


The  question  is...  can  it  go  the  distance? 


Practically  any  learning  management  company  can  look  pretty  slick  when  you're  in  the  tire-kicking  stage 
But  what  if  you  want  to  get  past  the  glitzy  presentation  and  move  into  the  real  world  of  addressing  your 
long-term  needs,  especially  as  those  needs  change?  TEDS  is  the  real  deal  from  the  experienced 
learning  management  company.  No  hype.  Just  solutions.  With  millions  of  users  in  more  than 
90  countries,  we're  a  global  leader  in  e-learning  and  learning  management.  Wed  like  to  tell 
you  more.  Then  we'd  like  to  take  you  exactly  where  you  need  to  be.  Give  us  a  call  ( 
at  276.783.6991  or  e-mail  us  at  teds.marketing@teds.com. 


The  People  Resource  Planning  Solution™ 


www. 


teds. 


com 


\ 


ADVERTISEMENT  4 


SmartForce 


Linking  Training  to  Real-Life  Business  Resul 


By  any  measure  —  customers,  sales,  total  revenues  —  SmartForce 
is  the  800-pound  gorilla  of  the  global  online  training  industry.  In 
fact,  industry  analyst  firm  IDC  has  identified  SmartForce  as  the 
world  s  largest  e-learning  organization.  The  Redwood  City,  Calif- 
based  company  is  in  65  countries  and  has  more  than  2,500  large 
corporate-,  government-  and  education-sector  customers  world- 
wide, including  industry  leaders  such  as  AT&T,  Dell  and  Unisys. 


generate  more  than  half  of  our 
enues  outside  the  IT  arena." 

Today,  SmartForce  is  focuse< 
the  human  enterprise,  offerii 
secure,  globally  scalable  Inter 
based  e-learning  solution  usin* 
infrastructure  that  integrates  | 
form,  content  and  services.  Th 
accomplished  via  its  flagship  p 
uct  MySmartForce,  a  hosted 
form  that  integrates  all  of  the  ur 
lying  technologies  required  in 
enterprise  e-learning  application  environment  —  learning,  con 
and  competency  management,  along  with  collaboration  and  i 


The  company  is  also  the  only  profitable  e-learning  company  and 
is  on  a  run  rate  of  over  $250  million  a  year  in  revenues  —  which 
is  more  than  three  times  that  of  its  closest  rival.  It's  a  remarkable  gration  tools.  Through  this  end-to-end  solution  that  scales  fra 
performance  for  a  company  that  began  nearly  two  decades  ago  single  learner  to  a  worldwide  organization,  users  can  person; 
in  Ireland  as  CBT  Systems,  producing  video-based  training  for  IBM 
mainframe  users.  Much  of  the  company's  success  has  come  from 
an  uncanny  ability  to  see  the  future  and  to  get  there  first. 


MySmartForce  to  their  specific  training  needs  and  access  or 
seminars,  training  assessment  tools,  administrative  and  repor 
tools,  and  —  perhaps  most  usefully  —  24/7  support  from  m 


"Management  has  never  been  afraid  to  change  strategy  as  new    than  850  sales  and  support  employees  around  the  globe, 
technologies  and  market  opportunities  came  along,"  says  Greg      An  important  key  to  SmartForce's  success,  Priest  says, 
Priest,  SmartForce  chairman  and 

chief  executive  officer,  "in  1984,  "Power  for  executives  is  taking  e-learning  from  something  abs 
we  were  the  first  training  compa-   to  something  that  is  tied  to  real  and  quantifiable  business  resi| 

—  Greg  Priest,  Chairman  &  CEO,  SmartForce 


ny  to  refocus  around  client/server 
technologies;  in  the  early  1990s, 


we  expanded  into  network  computing;  and  in  the  mid-to-late 
1990s  we  decided  that  the  Internet  was  the  wave  of  the  future." 

In  October  1 999,  the  company  changed  its  name  to  SmartForce 
and  relaunched  as  a  Web-based  subscription  business.  And,  thanks 
to  its  historic  market  success,  it  was  able  to  support  this  transition 


been  its  ability  to  link  its  solutions  to  the  real-life  business  iss 
that  corporate  executives  care  about. 

"If  you  can  walk  into  a  CEO's  office  and  say,  'Look,  you  r 
have  product  cycles  of  a. year  to  1 8  months.  If  it  takes  you  thre 
six  months  to  get  your  channel  productively  selling  a  new  prod 


with  substantial  investment  in  its  own  reinvention.  Along  with  the    you've  just  given  up  30%  to  50%  of  the  potential  value  you 


achieve  from  that  product,'"  Priest  says.  '"But,  if  we  could 
Internet  technologies  to  get  your  sales  force  and  your  distribu 


shift  to  the  Web,  the  company  made  a  major  shift  in  strategy. 

"Up  until  that  point,  our  total  focus  was  on  providing  training  for 

IT  professionals, "  Priest  says.  "We  decided  to  expand  into  other  channels  up  to  speed  in  one  or  two  months,  the  profit  contribu 

areas  of  corporate  infrastructure,  such  as  business  skills,  project  of  that  product  is  going  to  be  far  larger.'  That's  a  powerful  argurr 

management  and,  most  importantly,  learning  solutions  for  the  that  takes  e-learning  from  something  abstract  to  something  th; 

human  enterprise.  It  turned  out  to  be  a  very  good  move.  We  now  tied  to  real  and  quantifiable  business  results." 


Memo  to  the  industry: 


Without  Experience, 
You've  Got  No  Business 
In  e-Learning. 


www.smartforce.com. 
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TECHNOLOGY 


Sticky  Situation 

Superstrong  adhesive  goo  is  turning  up  in  the  unlikeliest  places— concrete  tunnels,  cargo 
ships,  operating  rooms  and  pickup  truck  beds.  |  by  brett  nelson 


CHEMISTRY 


WHEN  CYCLIST  LANCE 
Armstrong  won  the  Tour 
de  France  in  July,  he  had 
a  distant  cousin  of 
Elmer's  Glue  to  thank, 
j  mstrong  had  demanded  an  ultralight 
ke  frame  weighing  less  than  3  pounds, 
ade  of  carbon  fiber  and  twice  as  strong 
a  welded  aluminum  frame.  But  the 
?ek  frame  couldn't  be  assembled  by 
ilding  parts  togedier — -carbon  doesn't 
elt  when  heated,  it  just  chars. 

So  bikemaker  Trek  turned  to  glue, 
used  an  epoxy  adhesive  made  by  Loc- 
e,  a  division  of  Germany's  Henkel 


tight-lipped — Loctite,  H.B.  Fuller  and 
Illinois  Tool  Works  wouldn't  give 
specifics  about  their  recipes;  3M  and 
Cytec  won't  talk  about  glues  at  all. 

The  adhesives  market  has  annual 
U.S.  sales  of  $10  billion.  Sales  of 
engineering  glues,  which  account  for 
$2.5  billion  of  that  total,  will  grow 
6.5%  a  year  through  2005,  estimates 
ChemQuest  Group,  a  Cincinnati 
based  adhesives  consultant.  That  is 
nearly  twice  as  fast  as  the  overall  mar 
ket's  growth — and  impressive  for  a 
particularly  mature  industry.  Glue 
dates  back  3,300  years,  when  Egyptians 


oup,  the  world's  largest  adhesives 
nufacturer. 

Glue  may  not  be  a  disruptive  tech- 
logy  in  itself,  but  its  impact  on  in- 
stry  is  on  the  rise  as  manufacturers 
k  more  design  flexibility  while  cut- 
g  production  costs.  The  sticky  stuff 
ns  out  to  be  the  ideal  bond  for  mate- 
ils  with  clashing  chemical  blueprints, 
ch  as  steel  and  composite  polymers; 
simplifies  other  bonds  by  reducing 
?  number  of  rivets,  bolts  and  welds, 
many  cases  the  new  glues  are  so 
ong  that  the  parts  being  joined  will 
1  before  the  glues  will. 
A  crop  of  firms  is  developing  super- 
aes  that  run  the  gamut  of  engineering 
plications:  assembling  truck  parts 
d  concrete  tunnels,  shielding  micro- 
ocessors  from  rogue  electromagnetic 
nals  and  even  sealing  wounds  with- 
it  sutures.  The  players  are  fittingly 


e  will  cook  in  an  oven  to  harden  the  glue. 


were  making  it  from  animal  bones. 

Now  the  challenge  is  to  tweak  old  for- 
mulas to  handle  tougher  tasks,  such  as 
hanging  a  new  roof  in  New  York  City's 
Queens- Midtown  tunnel.  The  roof,  com- 
pleted in  May,  is  made  up  of  930  con- 
crete slabs,  each  20  feet  long  and  weigh- 
ing 8  tons;  it  was  at  first  intended  to  be 
suspended  from  steel  brackets  secured  by 
giant  steel  anchors  jammed  deep  into  the 
tunnel's  concrete  shell.  But  the  anchors 
could  creep  out  of  their  holes  because  of 


vibration  from  traffic.  Instead,  the  brack- 
ets were  mounted  to  steel  rods,  which 
were  then  glued  into  the  shell  to  become 
one  with  the  concrete. 

Ramset/Red  Head,  a  unit  of  Illinois 
Tool  Works,  supplied  the  adhesive — a 
$28-per-pound  formula  it  developed 
ten  years  ago  for  car  bumpers.  Ramset 
tweaked  it  for  two  years  to  handle  con- 
crete anchoring,  in  part  by  adding 
quartz  for  strength.  Savings  on  the  pro- 
ject were  significant  but  undisclosed. 
"Let's  say  it  takes  a  lot  longer  to  bang  in 
those  anchors  than  to  glue  in  the  rods," 
says  Ramset 's  Richard  Griffith. 

Automakers  have  long  relied  on 
glue  to  keep  windshields  and  dash- 
board trim  in  place,  but  increasingly 
they  are  warming  to  glues  that  can 
bond  steel  with  heavy-duty  plastic — a 
car  now  has  360  pounds  of  plastic,  up 
sixfold  in  30  years.  Last  year,  in  a  major 
test.  General  Motors  began  gluing — 
rather  than  bolting — a  whole  molded 
plastic  pickup  box  onto  the  frame  of  its 
2001  Chevy  Silverado  truck.  The  glue, 
1 . 1  gallons  per  truck,  spreads  force  over 
a  larger  area,  reducing  rips  that  occur 
when  stresses  concentrate  at  the  bolt 
shafts.  Unlike  bolts,  glued  joints  don't 
corrode.  Using  plastic  shaved  off  50 
pounds  and  increased  durability. 

GM's  supplier,  SI  A  Adhesives,  a  unit 
of  privately  held  Sovereign  Specialty 
Chemicals  in  Akron,  Ohio,  spent  six 
years  tweaking  its  formula,  but  such 
structural  adhesives  garner  25%  higher 
gross  margins  than  commodity  glues. 

Despite  the  effort,  the  best  struc- 
tural glues  have  limitations.  At  freezing 
temperatures  some  epoxies  turn  to 
sludge  before  they  can  be  applied. 
Many  give  off  toxic  fumes  when  mixed 
at  the  job  site.  Adhesives  also  are  prone 


Glue  Stew 

It's  too  expensive  to  design  a  glue  from 
scratch.  So  adhesives  makers  tweak 
generic  chemical  formulas  to  get  the 
exact  characteristics  they  want. 

INCREASE  IMPACT  RESISTANCE:  Add  rubber 

or  thermoplastics. 


INCREASE  STIFFNESS  AND  STRENGTH:  Add 

quartz,  mica,  calcium  carbonate,  rock. 

REDUCE  VISCOSITY  IN  COLO  WEATHER:  Add 

liquid  chemicals  called  plasticizers. 

PERFORM  AT  HIGHER  TEMPERATURES:  Add 

benzene  rings  to  the  resin  polymer. 
speed  up  curinc  rate  Change  chem- 
istry of  liquid  hardening  agent.  —B.N. 
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TECHNOLOGY  1  CHEMISTRY 

to  being  pried  apart.  It  can  take  years 
and  hundreds  of  iterations  to  nail  down 
the  right  formula,  says  Robert  Gleim,  a 
research  director  at  Rohm  &  Haas. 

Worse,  glues  don't  allow  for  easy 
dismantling.  This  problem  may  be 
solved  shortly:  Six  months  ago  EIC  Lab- 
oratories in  Norwood,  Mass.  came  out 
with  an  epoxy  that  unbonds  when 
zapped  with  a  trickle  of  direct  current. 
It  has  sold  only  a  few  hundred  pounds. 

Bolts  and  screws  can  be  modeled 
with  software  to  test  stresses  and 
strains,  but  gluemakers  have  yet  to 
come  up  with  a  predictive  model  to 
simulate  the  behavior  of  a  glued  joint. 


BY  DEBORAH  ORR 

ARTHUR  DEL  PRADO  HAS  SEEN 
every  downturn  in  the  semicon- 
ductor industry  since  transistors 
were  first  pressed  into  silicon  more 
than  40  years  ago,  but  he  has  never  seen 
anything  like  this  freefall.  The  wiry  69- 


"What  happens  at  the  surface  between 
two  materials  is  very  complicated,"  says 
James  Wightman,  professor  emeritus  of 
chemistry  at  Virginia  Tech. 

Continued  growth  in  the  use  of 
structural  glue  depends  as  much  on 
overcoming  customers'  fear  of 
liability  as  it  does  on  new  R&D.  Faith  is 
hard  won.  After  six  years  of  research 
with  British  outfit  Intelligent  En- 
gineering, Germany's  BASF  finally 
earned  a  customer  for  its  new  steel- 
sandwich  technology,  which  uses  a 
polyurethane  elastomer  goo. 

In  January  London-based  P&O 
Group  used  the  glue  to  repair  an 


year-old  chief  executive  of  chip  equip- 
ment maker  ASM  International  saw  sec- 
ond-quarter profits  plunge  64%  and 
expects  to  post  a  loss  for  the  current 
quarter. 

Yet  Del  Prado  has  some  reasons  to 
be  cheerful.  ASMI,  based  in  Bilthoven, 


1 1,000-square-foot  deck  on  its  Eun 
pean  Seafarer  freighter.  Ripping  out  tl 
old  deck  and  the  labyrinth  of  pipiu 
beneath  would  have  taken  two  montrj 
Glue  reduced  that  to  just  two  weelj 
Crews  welded  one-inch-high  spacin 
bars  onto  the  old  deck  in  a  waffle-lil 
grid.  Fresh  steel  plates  were  welded  c 
top  of  the  grid,  with  syrupy  goo  \\ 
jected  into  the  cavities  between  tl 
decks.  The  stiff  sandwich  has  impact  r 
sistance  that  is  four  times  as  great . 
that  of  the  original  deck. 

Next  spring  BASF  plans  to  use  goo 
to  build  an  entire  steel  hull.  Now  that 
some  crazy  glue. 


the  Netherlands,  has  won  ten  new  cu| 
tomers  for  its  latest  chip-making  gear 
the  past  year,  including  deals  with  u| 
dustry  leaders  Intel  and  IBM.  "We  om 
performed  the  industry  in  2000  and  v 
will  do  better  than  the  industry  thl 
year,  too,"  says  Del  Prado.  Analysi 
aren't  as  sanguine,  given  the  latest  ma) 
ket  turbulence.  ASMI  is  expected  i 
gross  $520  million  this  year,  down  42° 
from  $900  million  in  2000,  a  bit  worj 
than  the  industry's  decline. 

But  Del  Prado  has  a  weapon  fc 
battling  continuing  woes:  a  hot  ne! 
technology  critical  to  pushing  past  tli 
limits  to  how  much  computing  muse 
can  be  packed  onto  a  microchip.  It  isl 
technique  called  atomic  layer  chemic 
vapor  deposition,  which  builds  up  rai 
silicon  circuitry  one  atom  at  a  tin! 
using  controlled  bursts  of  gas  insic 
furnaces.  Del  Prado  picked  up  the  ted 
nology  two  years  ago  by  acquiring  tir 
Finnish  firm  Fortum  Microchemisti 
for  an  estimated  $10  million. 

Chips  layered  atom  by  atom  ai 
rolling  off  production  lines  now.  ASh 
has  sold  ten  atomic  layering  machine 
each  costing  $  1  million  to  $3  million,  1 
the  likes  of  Intel,  IBM,  Motorola  and  Ir 
fineon.  For  years  chip  designers  ha\ 
used  layers  of  silicon  dioxide,  a  comb 
nation  of  silicon  and  oxygen  atoms,  1 
control  the  flow  of  electrons  throug 
the  microscopic  trenches  between  trar 
sistors.  By  thinning  these  layers,  als 


SEMICONDUCTORS 


Gatekeeper 

ASMI  has  gear  to  make  chips  an  atom  at  a  time. 


Chipmakers 
are  in  a  slump, 
but  Arthur 
del  Prado's 
layering  tech- 
niques are  hot. 
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T ECHNQIOGY  SEMICONDUCTORS 


Building  an  Atomically  Correct  Chip 


Chip  circuitry  is  getting  too  small  for  old  construction  methods  ASM  International's  trick  is  to  layer  the  raw  circuits  atom  by  ato 


im 
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m 
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The  surface  of  a  silicon  wafer 
(A)  is  doused  with  a  reactive  gas 
like  aluminum  chloride  (B). 


Unwanted  molecules  are  purged 
by  an  inert  gas  like  nitrogen  (C) 
leaving  a  new  atom-thick  layer. 


Another  reactive  gas  (D)  is  shot 
over  the  wafer,  depositing  the 
next  atom-thick  layer. 


The  surface  is  purged  again  of 
stray  molecules  (E).  The  process 
goes  on  until  the  chip  is  ready. 


called  gate  dielectrics,  designers  have 
sped  up  transistor  switching.  But  the 
gates  are  getting  perilously  thin.  On  this 
year's  Pentium  4,  the  average  gate  is  20 
angstroms,  a  mere  12  atoms  thick. 

To  continue  along  the  path  of 
Moore's  Law,  which  dictates  that  the 
number  of  transistors  on  a  chip  will 
double  every  two  years  or  so,  manufac- 
turers will  need  to  thin  gates  down  to 
10  angstroms  by  2009.  At  that  point, 
unless  the  atoms  are  aligned  perfecdy  in 
tiny  trenches,  they  will  touch  or  inter- 
fere with  one  another,  garbling  the  dig- 
ital signals. 

"The  thinner  the  gates,  the  easier  it 
is  to  drive  a  semiconductor.  In  a 
battery-powered  device,  a  chip  uses  less 
power.  But  if  it's  too  thin,  it  short- 
circuits,"  says  Martin  Green,  a  top  re- 
searcher at  Agere,  the  chipmaking 
group  recently  spun  out  of  Lucent. 

Controlling  silicon  geographies 
only  a  few  atoms  thick  is  impossible 
with  traditional  ovens.  They  use  ther- 
mal oxidation  to  layer  gates  made  out 
of  silicon  dioxide,  heating  each  silicon 
wafer  up  to  1,700  degrees  to  set  off  a 
chemical  reaction  on  the  silicon  sur- 
face. The  duration  of  the  heating  con- 
trols how  thick  the  layers  get.  But,  be- 
cause the  thermal  reactions  can't  be 
stopped  and  started  precisely,  it  is  diffi- 
cult to  deposit  smooth,  ultrathin  layers 
across  the  surface  of  the  entire  wafer.  As 
a  result,  most  fabs  scrap  5%  to  20%  of 
their  production. 

Chipmakers  would  like  to  use  more 
exotic  materials  such  as  aluminum 
oxide,  zirconium  oxide  and  hafnium 
dioxide  that  conduct  electrons  better 
because  they  leak  less.  But  it's  impossi- 
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ble  to  use  these  materials  in  traditional 
ovens  because  the  gas  cocktail  leaves 
too  many  unwanted  elements  de- 
posited onto  the  silicon  wafer's  surface. 

ASMI's  atomic  layering  aims  to  solve 
these  problems.  Its  new  furnaces  can 
produce  gates  a  mere  five  atoms  thick 
with  far  less  scrap,  using  the  better  ex- 
otic materials.  Here's  an  example  of 
how  it  works:  Rather  than  douse  a 
wafer  all  at  once  with  a  hot  handful  of 
reactive  gases,  its  atomic  layering  fur- 
nace blows  in  one  gas  at  a  time.  First  in- 
troduced may  be  a  reactive  cloud  such 
as  aluminum  chloride,  which  deposits  a 
one-atom  layer  of  aluminum  across  the 
silicon  surface.  The  chamber  is  then 
purged  of  residual  chloride  elements 


CONTROLLING  SILICON 
GEOGRAPHIES  ONLY  A  FEW 
ATOMS  THICK  IS  IMPOSSIBLE 
WITH  TRADITIONAL  OVENS. 


with  an  inert  gas  such  as  nitrogen.  Oxy- 
gen is  then  blown  in  to  deposit  the  next 
layer,  followed  by  another  purge  and 
then  another  dose  of  aluminum  chlo- 
ride. After  ten  such  layers  of  atoms, 
you've  got  a  finished  wafer. 

ASMI's  atomic  layering  break- 
through has  opened  doors  at  customers 
that  are  now  also  interested  in  its  new 
line  of  tools  for  producing  300mm  sili- 
con wafers,  the  industry's  current  cut- 
ting edge.  A  300mm  production  line 
can  cut  2.25  times  the  number  of  chips 
per  wafer  as  a  200mm  line,  with  only  a 


50%  increase  in  silicon. 

Though  ASMI's  traditional  cu 
tomers  such  as  Philips  and  STMicrd 
electronics  have  delayed  retooling,  the 
will  eventually.  Less  than  1%  of  nev 
equipment  spending  in  1999  went  fc 
300mm  equipment,  but  it  will  be 
quarter  of  the  $35  billion  total  expects 
to  be  spent  in  2003,  says  Ali  Irani,  a 
analyst  with  CIBC  World  Markets  \ 
New  York. 

ASMI  is  in  the  pole  position.  It  no 
has  top  share  in  300mm  equipmeu 
thanks  to  its  recent  deals  with  Intel  an 
IBM.  Annual  sales  of  all  atomic-layerir 
equipment  might  rise  from  $12  millia 
last  year  to  $1  billion  within  five  year 
says  Irani.  Some  90%  of  that  will  go  I 
ASMI,  that's  a  figure  equal 
its  total  sales  in  2000.  Irai 
predicts  that  by  2005  ASN 
will  be  among  the  top  fhi 
suppliers,  up  from  13tlj 
largest  today. 

Not  bad  for  a  com  par 
that  was  on  death  watch  tvj 
years  ago.  ASMI  was  alreac 
ailing  in  1997,  when  it  wa 
forced  to  pay  $80  million  to  industi 
heavyweight  Applied  Materials  to  sett 
a  patent  infringement  suit.  The  settle 
ment  helped  push  ASMI's  debt-to-cap 
tal  ratio  to  183%,  a  precarious  financi; 
position  that  scared  away  customers.  I 
stock  dropped  from  a  split-adjuste 
$14  in  the  beginning  of  1996  to  $ 
the  end  of  1997,  while  the  chip  indu: 
try  overall  rallied  28%.  It  now  trade 
around  $11. 

Del  Prado  knows  that  every  cycl 
turns  sooner  or  later.  When  this  dowr 
turn  ends,  he  will  be  ready. 


"no" 


"can't" 


"HEWER" 


"WON'T  WORK" 
"That's  dumb" 


"A/b  way 
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"Give  up" 

"Impossible" 


Ahh;  music  to  our  ears. 

At  Conoco,  we  love  a  good  challenge.  We  pride  ourselves  on  making  the  impossible  possible. 
We  are  the  first  energy  company  to  build  ultra-deepwater  drillships.  The  first  to  convert  our  entire 
fleet  to  double-hulled  tankers.  The  only  one  to  create  a  coking  technology  that's  been  licensed  by 
one-third  of  our  competitors.  We're  Conoco.  The  bigger  the  challenge,  the  bigger  the  innovation. 


(conoco) 

Think  big.  Move  fast. 

ww  w.co  noco.com 
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Digital  Tools  By  Stephen  Manes 


A  Pocketful  of  Windows 


WHAT  DO  YOU  CALL  A  MULTIFUNCTION  ELEC- 
tronic  device  you  hold  in  your  hand?  De- 
pends on  your  philosophy.  Palm  dubs  its 
models  "handheld."  Handspring  adds  the 
dreaded  noun  "computer."  Sony  bills  its  Clie 
as  a  "Personal  Entertainment  Organizer." 

But  in  the  Microsoft  world,  a  PC  is  a  PC  no  matter  how 
small.  Pocket  PC  2002,  the  latest  variant  of  its  Windows  CE 
operating  system,  has  just  arrived  on  $600  handheld  units 
from  several  manufacturers.  Adding  new  wrinldes  to  the 
top  of  the  handheld  line,  they  are  clearly  meant  to  tempt 
corporate  users,  people  who  rule  their  lives  by  Microsoft 
Outlook,  and  fashionistas  who  want  to  one-up  Palm-bear- 
ing acquaintances. 

I  tested  Hewlett-Packard's  new  Jornada  565  and  fiddled 
with  not-quite-final  versions  of  Compaq's  iPaq  H3800  and 
Toshiba's  e570;  models  from  Casio,  Audiovox,  NEC  and  oth- 
ers will  be  arriving  later.  All  use  common  software  and  the 
same  Intel  processor,  and  come  with  32  megabytes  of  inter- 
nal flash  memory  that  can  be  reprogrammed  with  bug  fixes 
and  upgrades. 

Hardware  differences  are  subtle.  The  iPaq  has  the 
biggest  reflective  color  screen  and  the  brightest  light. 
The  Jornada  has  a  hard  clamshell  cover,  can 
switch  the  screen  light  off  and  on  de- 
pending on  ambient  light,  includes 
a  watch-style  backup  battery 
and  adds  such  useful  extra 
software  as  a  fancy  cal 
culator,  but  comes 
with  only  half  as 
much  RAM  for  the 
same  price  as  the 
iPaq.  Like  its  pre- 
decessors, the  iPaq 
accommodates  most 
add-on    cards  via 
bulky  optional  sleeves, 
but  it  also  includes  a 
built-in  slot  for  teensy  Se- 
cure Digital  (SD)  cards.  The 
Jornada  will  eventually  offer 
slim  adapters  for  PC  and  SD 
Cards  but  comes  with  a  built-in 
Compact  Flash  (CF)  slot. 
Toshiba  hedges  its  bets  by    565.  pc  jn 
including  slots  for  both    a  clamshell. 
SD  and  CF. 
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To  Microsoft,  a  PC 
is  a  PC  no  matter 
how  small.  But 
pocket-size 
applications  have 
their  limits. 


Though  prototype  SD  p 
ripherals  have  been  show) 
SD  thus  far  remains  limiti 
mainly  to  storage.  Compa 
Flash  is  best  known  as  the  t 
movable  memory  found 
many  digital  cameras,  bui 
also  tried  a  CF  modem,  i 
Ethernet  connector  and 
$179  Wi-Fi  wireless  netwoi 
card  from  Symbol.  4 
worked  well  and  were  dow 
right  tiny. 

With  the  last  generatic  I 
of  Pocket  PCs,  the  synchn 
nization  software  consistent 
failed  and  recommended) 
consult  my  network  superv 
sor — in  other  words,  me.  Tl 
new  version  generally  wor 
well,  though  installing  ne 
programs  with  it  often  toe 
two  tries. 

Windows  users  will  fin 
the  new  interface  both  familiar  and  baffling.  If  you  select 
file,  an  option  to  delete  it  will  not  appear  unless  you  ho 
down  the  stylus  on  the  chosen  item.  But  Pocket  PCs  a 
keep  multiple  programs  running  while  you  switch  amoi 
them  and  return  you  to  where  you  left  off — even  if  yq 
turn  off  the  device.  Unfortunately,  switching  can  I 
inconsistent  and  confusing. 

As  before,  Pocket  PCs  ship  with  a  fair) 
broad  array  of  software,  including  miniatu 
versions  of  Microsoft  Word,  Excel  at 
Oudook.  Microsoft  Office  users  will  lil 
the  fact  that  they  can  read  and  creai 
Word  and  Excel  documents  aij 
easily  synch  their  Oudook  ca 
endars,  tasks,  contact  lists  ar 
e-mail.  Script  handwritii 
ecognition   has  in 
proved  to  the  poil 
where  some  scribble 
may  find  it  useful. 
But  the  pocket  applies 
tions  still  have  severe  limit; 
tions.  Trying  to  save  certai 
Word  files  repeatedly  crashed  tr 


Wireless  is  calling. 


e  gets 


essage  and  replies  in 


Wireless  works.  Right  this  minute.  And  thanks  to  AT&T  Wireless,  your  business  can  become 
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TECHNOLOGY  I  DIGITAL  TOOLS 

system,  sending  me  to  the  red  reset  button.  Basic  for- 
matting elements  like  fonts  and  tables  still  fail  to  appear 
on  the  screen  or  survive  the  round-trip  between  big  com- 
puter and  small  one. 

Built-in  networking  software  has  been  beefed  up.  With 
those  Compact  Flash  network  cards,  it  was  about  as  easy  as 
it  ever  gets  to  set  up  an  Internet  link  over  my  home  network. 
The  pocket  version  of  Internet  Explorer  handles  text-based 
pages  nicely  by  wrapping  them  to  fit  the  screen,  but  more 
complicated  pages,  including  Microsoft's  official  Pocket  PC 
page,  demanded  a  great  deal  of  irritating  vertical  and  hori- 
zontal scrolling  to  figure  out  exacdy  what  was  going  on. 

A  pocketized  Windows  Media  Player  lets  the  system  play 


plex  than  simple  text  wrapped  to  fit  the  screen. 

Microsoft's  Web  site  refers  to  the  Pocket  PC  as  a  play 
in  the  "high-margin,  high-end-device  industry."  Oi 
nasty  way  of  maintaining  those  margins  is  by  omitting 
printed  manual  and  supplying  only  a  PDF  file  that  yc 
have  to  read  on  a  PC.  That's  maddening,  since  you're  n«| 
likely  to  be  in  front  of  your  computer  when  you're  usir 
your  pocket  machine. 

Are  Pocket  PCs  worth  the  price?  Not  unless  a  company 
footing  the  bill.  If  all  you  need  is  an  organizer,  a  $100  Palj 
or  cheaper  paper  datebook  will  do  the  job.  And  no  $6G 
Pocket  PC  includes  built-in  wireless  connectivity  beyond  tl 
infrared  port.  Palm's  connected  VIIx  costs  $200  pit 


Pocket  PCs  get  a  new  interface.  Windows  users  will  find  it  familiar  and  baffling. 


audio  and  video,  including  stuff  streamed  over  Internet  con- 
nections. But  the  software  can't  handle  common  forms  of 
streaming  that  even  Microsoft's  own  sites  use.  A  special  mo- 
bile Windows  Media  site  offers  only  a  dozen  clips,  but  its 
jerky,  fuzzy  version  of  the  recent  "Lady  Marmalade"  music 
video  will  send  you  back  to  your  TV  set  to  see  if  your  eyes 
still  work.  Better  idea:  Stick  with  audio  file  downloads. 

Thanks  to  the  320-by-240-pixel  resolution,  text  looks 
far  better  on  Pocket  PC  screens  than  on  any  Palm 
model — with  the  possible  exception  of  the  $500  Sony 
Clie,  with  its  double-normal-Palm  resolution  of  320  by 
320  pixels.  But  photos  with  fine  detail  still  look  jagged 
and  the  smallness  of  the  display  ends  up 
being  a  hindrance  with  anything  more  corn- 


monthly  service  fees,  and  a  fancier  successor  is  due  next  yeai 
Cell  phones  based  on  Microsoft's  designs  are  not  yet  avai. 
able  in  the  U.S.,  but  interesting  Palm-based  phones  are.  I\ 
written  favorably  about  the  $400  Kyocera  QCP-6035  (Apr.  2 
As  soon  as  I  can  get  my  hands  on  them,  I'll  take  a  look  at  th 
new  Samsung  1300,  a  Palm-based  phone  with  a  color  screer 
and  the  Handspring  Treo,  a  forthcoming  model  that  repori 
edly  will  have  a  thumb-typing  keyboard  (like  the  one  in  RJi 
Blackberries)  built  right  into  the  handset. 

But  what  will  people  call  these  souped-up  gizmos?  I'r 
betting  the  extra  features  will  become  so  commonplace  th; 
the  devices  will  still  be  known  as  "phones." 


Forbes 


Stephen  Manes  (steve@cranky.com),  cohost  of  Digital  Duo,  has  been  covering 
technology  for  nearly  two  decades.  Find  past  columns  at  www.forbes.com/mane 
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AST  COPIES 


Experience  incredible  speed  with  Toshiba's  new  e-STUDIO80  copier  that  prints  80  pages  per  minute.  It  also 
offers  the  highest  resolution  in  its  class — 2400  x  600  dpi.  Plus,  you  can  easily  upgrade  your  copier  to  a  network 
document-processing  system.  All  of  which  can  help  your  business  climb  to  new  heights  To  learn  more  about  our 
complete  line  of  copiers,  fax  machines  and  printers,  visit  copiers.toshiba.com  or  call  1-800-GO-TOSHIBA. 


©2001  Toshiba  America  Business  Solutions,  Inc.  Electronic  Imaging  Division  All  rights  reserved. 


TOSHIBA 

Don't  copy.  Lead. 


MONEYS,  INVESTING 

Is  It  Over? 

The  classic  capitulation— when  just  about  everyone  has  given  up  on  stocks,  making  way  for 
a  rebound— doesn't  always  happen.  So  forget  about  looking  for  the  bottom.  You  won't  know 
it  occurred  until  long  afterward.  Find  other  ways  to  do  some  smart  investing. 


BY  NEIL  WEINBERG 

AMID  ALL  THE  HAMMERINGS 
investors  have  endured  since 
early  2000,  the  market 
plunge  after  September's  ter- 
rorist attacks  would  seem  to 
qualify  as  a  bottom.  The  Dow  Jones  in- 
dustrial average  fell  7.1%  Monday,  Sept. 
17,  the  day  the  market  reopened,  and 
doubled  the  loss  by  that  Friday,  posting 
its  worst  weekly  performance  since  the 
Great  Depression.  In  the  two  weeks  fol- 
lowing, the  market  regained  a  good 
chunk  of  the  post-tragedy  losses. 

Trouble  is,  no  one  ever  knows  until 
much  later  when  the  market  has 
reached  its  nadir.  False  bottoms  and 
bear  market  rallies  have  trapped  in- 


vestors since  time  immemorial.  The 
worst  seemed  to  be  over  last  April  when 
a  rally  got  under  way;  that  faded  over 
the  summer.  It's  natural  for  investors  to 
want  to  put  the  bad  times  to  rest.  Only 
when  you  realize  how  vast  the  uncer- 
tainty is  can  you  deal  with  making  the 
right  investment  choices. 

Well,  what  have  true  bottoms  looked 
like  in  the  past?  The  classical  answer  is 
they're  marked  by  what's  known  in 
market  parlance  as  "capitulation."  Text- 
book capitulation  happens  when  in- 
vestors, shell-shocked  from  losses,  work 
themselves  into  an  abrupt,  indiscrimi- 
nate selling  frenzy.  Volume  soars  and  de- 
clining stocks  overwhelm  advancers. 
Once  the  market  has  wrung  out  all  the 


Ea 


Johnny-come-latelies  who  had  pushec 
stocks  to  lofty  heights,  the  thinking  goes  fr-ere 
only  serious  buyers  remain.  And  so  th\ 
path  is  cleared  for  a  new  bull  market. 

"I  can't  tell  you  how  thankful  I  an^- 
to  have  missed  each  of  the  so-called  ral 
lies  the  past  two  years,"  says  Hugl  itep 
Johnson,  chief  investment  officer  a 
First  Albany.  "The  week  of  Sept.  Vt 
looks  to  me  like  capitulation.  But  I'v«  f<ii 
been  wrong  before." 

Yes — at  first  blush,  Sept.  17  seems  tc 
fit  the  bill.  The  Dow  posted  its  684- 
point  drop  on  record  volume  as  foui 
New  York  Stock  Exchange  issues  de 
clined  for  every  advance.  James  Stack 
president  of  InvesTech  Research,  see 
another  sign  that  many  investors  art  •- 
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zing  up:  Margin  debt  at  last  count 
d  fallen  by  close  to  half  from  its  $278 
lion  peak  in  March  2000. 
"It  isn't  just  the  Bass  family  liqui- 
ting,"  says  Stack,  referring  to  the 
xas  clan  that  recently  sold  $2  billion 
Walt  Disney  stock,  apparently  to 
:et  margin  calls.  "Just  as  margin  debt 
nups  are  typical  of  market  bubbles, 
arp  drops  are  typical  of  capitulation." 
As  painful  as  capitulations  are,  their 
deeming  value  is  the  promise  they  sup- 
sedly  hold  out  that  a  rebound  will 
ike  everything  all  right.  The  23%  Black 
Dnday  drop  in  1987  left  a  divot  that  was 
ickly  filled  in.  By  mid- 1989  it  was  as  if 
thing  had  gone  wrong. 
While  all  this  sounds  nice  and  neat, 
.sn't.  As  First  Albany's  Johnson  says: 
here  are  no  road  signs  saying,  "This  is 
bottom.  Buy.'"  Here's  why  uncer- 
nty  is  the  only  guiding  principle — and 
lat  to  do  about  that  troubling  reality: 
Capitulations  don't  occur  in  every  mar- 
f  cycle.  Of  the  ten  bear  markets  since 
3rld  War  II,  eight  ended  in  a  whim- 
r,  with  the  market  steadily  trending 
A^er  and  no  selling  crescendo,  says 
a  Kammert,  U.S.  equity  market  ana- 
t  at  Birinyi  Associates.  Finally  a  bull 
arket  sets  in.  The  1990-91  market 
imp  fits  that  pattern. 
And  bull  markets  aren't  a  guarantee 
n  when  there  is  a  capitulation.  Fol- 
ing  a  two-day,  25%  selloff  in  Octo- 
1929,  the  market  seemed  to  recover 


and  then  spent  another  three  years 
falling  apart  all  over  again.  It  took  a 
quarter-century  to  recover  lost  ground. 
A  similarly  frustrating  thing  took  place 
in  the  1970s.  A  cathartic  selloff  in  1974 
was  followed  by  a  quick  recovery  and 
then  years  of  blah  performance. 

The  seers  are  blind.  If  someone  wants 
to  play  Nostradamus,  listen  politely  and 
flee.  Economists  have  failed  to  call  a 
single  recession  in  the  past  four 
decades.  A  November  1989  National 
Association  for  Business  Economists 
survey  found  them  at  their  most  opti- 
mistic in  a  decade,  predicting  clear  sail- 
ing for  at  least  three  years.  Eight 
months  later  a  recession  arrived. 

Investing  pros  fare  no  better.  The 
annual  return  on  the  S&P  500  was  well 
outside  where  the  vast  majority  of  Wall 
Street  forecasters  predicted  it  would  be 
in  each  of  the  past  five  years,  according 
to  Fisher  Investments. 

Investors  must  wrestle  with  internal 
demons  to  time  the  market  right.  We 
are  by  nature  momentum  investors.  We 
try  to  prepare  for  the  future  by  extrapo- 
lating from  the  present,  says  Jeffrey 
Heisler,  a  Boston  University  professor 
who  specializes  in  the  impact  of  indi- 
vidual behavior  on  markets. 

"People  operate  with  small-sample 
bias,  looking  at  pop-up  windows  of  the 
past  year  even  when  70  years  of  data  are 
available,"  he  says.  "We  base  investing 
decisions  on  whatever's  most  vivid." 


A  price  decline  does  not  in  itself  make 
a  good  value.  If  a  rebate  offer  lets  you  get 
a  $33,000  sedan  for  only  $30,000, 
you've  got  yourself  a  good  deal.  But  dis- 
counted stocks  aren't  necessarily  a  bar- 
gain. Nor  does  the  fact  that  they  were 
higher  before  make  them  particularly 
likely  to  go  up  now. 

The  S&P  500,  at  1071,  is  down  31% 
from  its  high  in  March  2000.  The  mar- 
ket isn't  necessarily  down  because  sell- 
ers are  willing  to  unload  at  bargain 
prices.  It  could  be  down  because 
prospects  for  profits  in  coming  years 
aren't  as  good  as  they  were  and  buyers 
were  overpricing  it  before. 

Even  now  the  S&P  500  is  trading  at 
28  times  trailing  earnings,  almost  dou- 
ble the  historic  norm.  Stock  market 
capitalization  peaked  at  170%  of  an- 
nual gross  domestic  product  and  has 
slipped  to  about  1 10%  since,  but  that  is 
still  double  the  historic  norm.  Stocks 
are  also  still  trading  for  six  to  seven 
times  book  value,  versus  one  times 
book  at  the  troughs  in  1974  and  1982. 

So  it  seems  air  still  needs  to  be  let 
out  of  some  prices.  The  chart  on  page 
212  displays  the  earnings  yield — the  in- 
verse of  P/E  ratios — over  the  past  50 
years.  The  yield  is  near  a  postwar  low 
and  hardly  attractive. 

On  the  positive  side,  the  calendar 
suggests  we're  due  for  a  turnaround. 
The  bear  market  that  began  for  the 
Dow  in  January  2000  is  now  the  third 


After  tech  bubble 
bursts,  this  post- 
war bear  is  the 
Dow's  third  longest 
but  second  mildest. 


-36%  -21% 
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longest  since  World  War  II.  Only  the 
1,1 11 -day  bear  market  of  1946-49  was 
appreciably  longer  than  the  current 
654-day  one;  the  1973-74  bear  market 
lasted  694  days.  In  fact,  by  the  time  the 
media  fills  with  warnings  of  recession, 
as  it  has  in  recent  weeks,  the  worst  has 
usually  passed,  says  InvesTech's  Stack. 

Despite  all,  you  can  take  advantage  of 
a  bear  market.  You  don't  have  to  be  a 
market  seer  to  take  losses.  Just  have 
some  plan  for  selling  losers  and  rein- 
vesting immediately  in  comparable,  but 
not  identical,  stocks  or  funds.  The  tax 
collector  will  share  your  pain. 

If  you  end  up  with  a  $50,000  capital 
loss,  only  $3,000  of  it  can  be  used  annu- 
ally to  offset  salary  and  interest  income, 


but  the  other  $47,000  doesn't  go  to 
waste.  It  is  carried  forward  to  offset 
capital  gains  in  your  other  holdings 
two,  three  or  ten  years  hence. 

"It  always  hurts  to  realize  losses,  but 
taking  them  now  is  like  putting  them 
in  a  bank  for  withdrawal  when  you 
need  them,"  says  John  Roberts,  direc- 
tor of  wealth  management  at  Denver 
Investment  Advisors. 

Without  trying  to  pick  a  bottom,  you 
can  profit  by  buying  and  holding  for  a 
longtime.  Don't  put  much  stock  in 
short-term  speculations.  Buy  stocks 
with  a  20-year  investing  horizon,  and 
have  realistic  expectations  for  them. 
Vanguard  founder  John  Bogle  suggests 
8%  a  year  as  a  reasonable  return. 


Frederick  Taylor,  chief  investmt 
officer  of  U.S.  Trust,  recomrner 
travel-related  firms  like  Walt  Disr 
(theme  parks)  and  American  Expre 
which  have  taken  hits  recently  but 
main  sound  long-term  bets.  "Th 
companies  will  survive  difficult  tin 
and  prosper  in  better  ones,"  he  say 

Also  in  the  value  basement 
Mack-Cali  Realty.  This  real  estate 
vestment  trust  is  yielding  8%  and  tr< 
ing  at  a  discount  to  its  equivalent 
book  value,  says  Steven  Lehman 
portfolio  manager  at  Federated 
vestors.  Another  Lehman  pick:  Vale 
Energy,  an  oil  refiner  whose  conve 
ible  preferred  shares  are  yielding  6.3 
its  P/E,  3.6. 


Earning  Power 

Nowadays  a  stock  market  dollar  buys  you 
not  so  much  an  earnings  stream  as  a  trickle. 

BY  MEGAN  E.  MULLIGAN 

One  tool  for  putting  valuations  into  perspective  is  the  mar- 
ket's earnings  yield.  This  yardstick,  which  is  the  recipro- 
cal of  the  price/earnings  ratio,  divides  composite  earn- 
ings of  the  S&P  500  index  over  the  last  12  months  by  the  index's 
current  price. 

As  the  chart  shows,  the  trailing  earnings  of  the  index  are 
$37,  after  writeoffs  and  other  nonrecurring  items.  That  is 
less  than  half  the  7.2%  average  earnings  yield  for  the  past 
50  years. 

An  analyst  can  plausibly  argue  that  for  a  single  company, 
profit  before  nonrecurring  items  is  a  better  measure  of  earning 
power.  After  all,  a  writeoff  that  wiped  out  one  year's  earnings 
wouldn't  make  a  company  worthless.  In  the  aggregate,  though, 
it  is  not  so  easy  to  dismiss  these  charges. 

Lacking  any  means  to  predict  nonrecurring  charges,  ana- 
lysts ignore  them  in  their  individual 
forecasts.  Put  those  pre-writeoff 
numbers  into  a  composite  and  you 
get  a  sunnier-looking  $53  forecast 
for  the  S&P  500  over  the  next  12 
months.  But  even  by  that  measure 
stocks  are  not  cheap.  This  composite 
forecast,  drawn  from  Thomson  Finan- 
cial/lBES  tabulations  of  analysts'  con- 
sensus numbers,  indicates  an  earn- 
ings yield  of  4.9%. 

The  earnings  yield  hit  a  high  of 
15%  in  the  first  quarter  of  1980  in  the 


At  3.4%,  the  S&P  500's  earnings  yield  is  near  its  50-year  lo\ 
It  last  hit  this  low  in  1999  at  the  height  of  the  bull  market. 
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midst  of  a  recession  and  double-digit  interest  rates.  The  yiel 
lowest  point  over  the  past  half-century  was  3%,  which  car 
during  the  first  half  of  1999,  when  investors  deluded  thei 
selves  into  believing  that  Web-page  views  mattered  more  th 
revenues  and  profits. 

The  table  lists  five  medium-size  and  larger  companies  tr 
don't  seem  overvalued  by  the  standard  of  earnings  yield.  Th 
are  all  expected  to  earn  7.4%  of  their  current  share  price 
more  over  the  next  year.  Oil-and-gas  services  provider  Not 
Drilling,  for  example,  is  supposed  to  earn  10%. 


Although  the  companies  below  represent  a  wide  variety  of  businesses, 
all  are  cheap  with  earnings  yields  from  7.4%  to  10%. 

2002  Estimated  Earnings 
Company/industry  Price  PEG1  yield 


Market  vain 
($bil) 


American  Eagle  Outfitters/retail  apparel         $24.95  07  7.5%  $1.8 

Calpine/electric  power  generation  26  72  0.4  9.5  8.1 


Capital  One  Financial/consumer  lending 


48.05 


0.6 


7.4 


10.0 


Halliburton/oilfield  services  &  construction 


23.75 


0.5 


7.5 


10.1 


Noble  Drilling/oilfield  services 


26.38 


0.3 


10.0 


3.5 


Prices  as  of  Oct.  4.  'PEG  is  the  estimated  price  to  earnings  ratio  divided  by  estimated  earnings  per  share  growth.  Source: 
Bloomberg  Financial  Markets;  FT  Interactive  Data,  Market  Guide  and  Thomson  Financial/IBES  via  Factset  Research 

Systems. 
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SOME  OF  THE  MOST  NOTABLE  RETURNS 


IN  INVESTMENT  HISTORY  ARE  NOT  LISTED 


IN  ANY  STOCK  TABLES. 


Bessemer  Client  Private  Investments  vs.  Public  Market  Indices 
(Annualized  Returns  10/10/87-  12/31/00) 


37.7% 


5.3% 


A  14.1% 
|   5.9%  T 


Lehman 
Gov't/Credit 
Index 


EAFE 
Index 


S&P  500  Bessemer  Clienl 
Index  Private 

Investments 


•The  average  net  annualized  returns  achieved  by  private  investments  in  which  Bessemer  Trust 
Company  clients  have  invested.  Past  performance  is  not  indicative  til  tuture  results. 


PRIVATE  INVESTING  PRODUCES  SUPERIOR  LONG-TERM  PERFORMANCE. 


Wealthy  investors  enjoy  a  unique  position,  in  that 
they  need  not  focus  all  their  efforts  on  Wall  Street 
alone.  These  individuals  can  and  should 
consider  private  investments  as  part  of 
their  total  investment  program.  Many 
substantial  investors  fail  to  take  advan- 
tage of  their  size  to  participate  in  venture 
capital  and  buyout  opportunities. 


Our  94  years  of  experience  have 
taught  us  that  a  meaningful  commit- 


ment 
super 


a  c.rinr 
o  invvsting  n> 
mi  w  iM  rm 


to  these  investments  is  a  key  contributor  to 
ior  long-term  results,  helping  to  ensure  that  a 
family's    wealth    spans  generations. 
Bessemer  clients  are  offered  unique 
access  to  a  variety  of  private  investment 
alternatives. 

If  you  have  $10  million  or  more 
to  invest  and  would  like  to  receive  our 
booklet,  "A  Guide  to  Investing  for  the 
Wealthy ;" please  write  or  call. 


Bessemer  Trust 

ENHANCING  PRIVATE  WEALTH  FOR  GENERATIONS 


New  York 

Jerry  Fenzel 
(212)  708-9295 

Dallas 

David  Holmes 
Jeffrey  Parker 
(214)  981-9400 


Woodbridge,  NJ     Washington,  D.C. 

Angelo  Campanile      George  Wilcox 
(732)  694-5469        (202)  659-3330 


Chicago 

David  McNeel 
Bruce  Wojack 
(312)  220-9898 


Palm  Beach 

Jo  Ann  Engelhardt 
Russell  O'Brien 
(561)  655-4030 


Miami 

Burns  M.  Lowry 
Jeffrey  Pfleger 
(305)  372-5005 


San  Francisco 

Robert  Vanneman 
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Cash  Conundrum 

Returns  on  Treasury  bills  have  been  unusually 
positive.  It  could  be  time  for  a  reversal. 

BY  PETER  BRIMELOW 

WITH  THE  STOCK  MARKET  STUMBLING,  CASH  LOOKS 
like  a  king.  Well,  obviously  it's  better  to  be  out  of  a 
declining  market.  But  our  chart  reveals  a  startling 
fact:  Unnoticed  during  the  great  equity  bull  market,  the  in- 
flation-adjusted, cumulative  return  on  cash — specifically,  91- 
day  Treasury  bills — has  been  strongly  and  unusually  positive 
over  the  last  two  decades.  A  portfolio  invested  since  1913 

solely  in  T  bills  would 
have  finally  recovered, 

T  bills 
(cumulative 
real  return) 


and  then  by  the  stagflation  of  the  1970s. 

Can  this  continue?  The  wild  gyrations  of  the  20th  cen 
tury  seem  clearly  related  to  the  Federal  Reserve  takeover  a 
the  monetary  system  in  1913.  In  the  19th  century  the  cumul 
lative  real  return  on  T  bills  was  more  consistent,  and  highei 
as  the  inset  at  the  bottom  shows.  Government  bond  return 
show  the  same  shift  (Charticle,  Oct.  1) 

If  recent  history  repeats  itself,  the  Fed  will  engineer  anl 
other  inflation,  collapsing  T  bill  cumulative  real  returns.  Bu 
New  York  University  economics  professor  Richard  Sylla 
coauthor  of  the  classic  A  History  of  Interest  Rates,  thinks  tha 
a  moderation  of  returns,  to  1960s  levels,  is  more 
likely.  He  believes  financial  deregulation  and  in-  -  $30C 
creased  investor  awareness  have  made  impos- 
sible the  sustained  negative  real  interest 
rates  (nominal  rates  below  inflation) 
needed  to  bring  our  T-bill-return  line 
down. 

We'll  find  out  soon:  The  Fed's 
latest  cut,  to  a  2.5%  target  for 
overnight  money,  has  taken 
short-term  rates  below  some 
inflation  estimates.  F 


1920s  disinflation, 
1930s  deflation 


Real  returns  on  T  bills  were  higher,  more  consistent, 
before  the  Federal  Reserve  was  established  in  1913. 


World  War  I  inflation 
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Index  numbers  (or  T  bills  are  based  on  1801  equaling  $1.  Sources:  Stocks  for  the  Long  Run  (McGraw-Hill)  by  Jeremy  Siegel, 
the  Wharton  School.  University  of  Pennsylvania:  author's  calculations. 
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IT'S  EASY  TO  RECOGNIZE  SOMEONE  WITH  GREAT  BENEFITS.  If  you  had  great 
benefits,  you'd  love  your  job,  too.  We  can  help.  The  Principal®  offers  growing  businesses 
real  flexibility  and  choice  in  group  benefits.  We  provide  health,  life,  disability,  dental  and 
vision  insurance,  as  well  as  PPO  networks.  So  we  can  provide  the  benefits  that  are  exactly 
right  for  you.  Maybe  that's  why  more  companies  choose  The  Principal  for  their  401(k) 
plans."'  In  fact,  benefits  from  us  are  kind  of  like  a  license  to  be  happy. 
Interested?  Have  your  employer  call  us  at  1-800-986-3343  (ext.  80080). 

WE    UNDERSTAND    WHAT    YOU'RE    WORKING  FOR*1 

www.principal.com 


Financial 
Group 
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ered  through 


i  I  ife  ! 


)1  Principal  Life  Insurance  Company,  Des  Moines,  IA  50392.  Insurance  products  and  uucra  mrougn  rnncipai  Lire  insurance  >.  i 

ates.  "The  Principal*"  is  a  registered  trademark  of  Principal  Life  Insurance  Company,  a  member  of  the  Principal  Financial  Group*.  Mutual  iuiiu>  c 
Ices  Corporation  (member  SIPC).  *CFO  Magazine,  April  2001,  based  upon  total  plans  served  in  2000  by  insurance  companies,  banks  ind  investment  firms 
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I  Still  Love 
Media 


Look  past  the  ad  drought  to  a  wave  of  communications 
takeovers  next  year,  says  Mario  Gabelli.  Buy  the  targets  now. 


BY  DYAN  MACHAN 

MEDIA  IS  GOING  TO  BE 
good,  only  because  it's  so 
bad  now,"  says  Mario  J. 
Gabelli,  the  irrepressible 
money  manager. 
Would  you  expect  any  different 
verdict  from  this  man?  He  built  his 
fame  and  fortune  on  the  media  and 
telecom  sectors — newspaper,  cable, 
broadcasting  and  telephone  stocks — 
and  isn't  going  to  desert  them  now. 
But  he  has  credibility.  His  oldest  mu- 
tual fund,  Gabelli  Asset,  has  averaged 
a  14.6%  annualized  return  over  the 
past  15  years,  comfortably  beating  the 
S&P's  13.4%. 

Media  profits  are  suffering.  The 
advertising  exodus  that  has  been  going 
on  for  months  only  got  worse  after  the 
terrorist  attacks,  especially  for  televi- 
sion companies  that  chucked  ads  for 
100%  news  coverage.  Gabelli,  presid- 
ing over  publicly  traded  Gabelli  Asset 


Management,  oversees  a  $25  billion 
media-heavy  portfolio  that  has  taken 
its  lumps  lately. 

But  Gabelli,  59,  has  weathered  bad 
spells  before  and  he  spots  opportu- 
nity as  he  navigates  through  this  one. 
The  opportunity  comes  from  an  ex- 
pected loosening  of  Federal  Commu- 
nications Commission  restrictions  on 
who  can  own  what.  His  faith  rests 
with  FCC  Chairman  Michael  Powell, 
a  Republican  who  has  a  solid  free- 
market  majority  on  the  five-member 
body.  Gabelli's  scenario:  The  FCC  will 
soon  lessen  the  restrictions,  leading  to 
a  merger  frenzy  in  2002.  By  next 
year's  second  half  the  economy  will 
be  back  and  ads  with  it,  justifying  the 
corporate  couplings.  "If  Procter  & 
Gamble  and  Coca-Cola  do  well,  at 
some  point  they  come  back  and  ad- 
vertise," he  says. 

The  fast-talking  Gabelli,  whose 
ego  is  as  large  as  his  expectations  for 


media,  likes  to  picture  himself  as  1 
brave  contrarian.  As  a  schoolb 
growing  up  in  1950s  Queens,  N.Y., 
remembers  how  the  teachers  hj 
students  put  their  heads  under  ti 
desk  during  air  raid  drills.  Gabe 
raised  his  head  because  no  one  vj 
bombing. 

Gabelli's  possible  acquisition  tj 
gets  are  way  off  their  52-week  higl 
not  to  mention  below  their  intrin 
values — his  firm's  calculation  of  wr, 
a  company  would  bring  in  a  takeov 
(Key  factor  in  the  analysis:  a  con 
pany's  operating  income,  in  the  sen 
of  net  before  depreciation,  interest  aj 
taxes.)  Cablevision  Systems,  now  goi 
for  $42.30,  is  down  from  $77.6 
Gabelli  reckons  that  it  would  fetch  $J 
in  a  merger. 

Here  are  the  FCC  rules  on  Powel 
hit  list  and  some  possible  deals  \ 
Gabelli's: 

Cross  ownership.  The  cross  ownfl 
ship  rule  forbids  the  ownership  by  o| 
company  of  a  TV  station  and  a  calj 
operator  in  the  same  market.  It  al 
limits  local  newspaper-TV  combe 
(There  are  grandfathered  exceptio 
and  a  handful  of  special  dispensi 
tions.)  Other  rules  make  it  difficult  f 
a  TV  station  operator  to  own  a  secoi 
TV  station,  even  in  a  small  market  fh 
won't  support  two  full-fledged  tear 
of  ad  sales  reps  and  news  gatherei 
With  repeal,  the  media  industry  coii 
consolidate  some  operations  an 
wring  out  costs. 

One  probable  winner  from  t 
consolidation  movement:  AOL  Tin( 
Warner.  AOL  owns  the  WB  network  b 
has  no  local  affiliates  to  provide  tl 
abundant  bounty  that  the  Big  Thr 
networks  enjoy  from  their  direcllpila 
owned  stations.  Among  possible  lo 
interests  are  Acme  Communications, 
of  whose  10  stations  are  WB  outlel 
Gabelli  speculates  that  Tribune,  own 
of  12  newspapers  and  22  TV  statioi 
(15  of  them  WB),  might  buy  Acm| 
then  be  swallowed  by  AOL. 

Or  take  Young  Broadcastin 
whose  12  TV  stations  could  be  appea 
ing  to  Hearst  Argyle,  which  h 
wanted  to  add  a  second  outlet  in  Sa 
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The  Victory  Capital  Management"  Diversified  Equity  Portfolio  has  outperformed  the 
S&P  500  over  the  past  3-,  5-  and  10-year  trailing  periods.  Unlike  the  S&P  500,  the 
portfolio  is  actively  managed  for  strong  upside  performance,  controlled  downside  risk 
and  consistent  results.  By  diversifying,  we  also  minimize  the  individual  stock  and  sector 
concentration  risk  so  prevalent  in  the  S&P  500.  And  every  stock  is  selected  according 
to  rigorous  research  based  on  sector  trends,  intrinsic  value  and  long-term  potential.  To 
learn  more  about  our  Diversified  Equity  Portfolio  as  a  separately  managed  account,  call 
Victory  Capital  Management  at  1  -877-660-4400. 

Investment  Management       Mutual  Funds       401(k)  Plans 


—  performance  is  not  indicative  of  future  results.  Annualized  returns  shown  in  the  graph  above  are  net  of  fees  as  of  June  30,  2001 .  The  Victory 
..  sified  Equity  Portfolio  trailing  3-,  5-  and  10-year  periods  were  1 1.57%,  17.93%  and  16.88%,  respectively.  The  S&P  500  trailing  3-,  5-  and  10-year 
ds  were  3.89%,  1 4.48%  and  1 5. 1 0%,  respectively.  The  inception  date  of  the  Diversified  Equity  Composite  is  January  1 , 1 990.  The  Diversified  Equity 
posite  includes  all  managed  diversified  equity  accounts  with  a  total  market  value  in  excess  of  $1  million  and  a  minimum  equity  commitment  of  90% 
■hich  Victory  Capital  Management,  or  KeyBank,  N.A.,  advised  by  Victory  Capital  Management,  exercises  full  investment  discretion.  As  of  June  30, 
,  the  composite  was  comprised  of  1  portfolio  amounting  to  a  total  market  value  of  $1 ,267.3  million.  The  S&P  500  Index  is  an  unmanaged  index 
Drised  of  500  domestically  traded  common  stocks  and  is  weighted  according  to  the  market  value  of  each  common  stock  in  the  Index  and  includes 
5Stment  of  dividends.  Investments  may  not  be  made  in  an  index.  Victory  Capital  Management  Inc.  is  a  member  of  the  Key  financial  network. 


•  NOT  FDIC  INSURED    •  NO  BANK  GUARANTEE    •  MAY  LOSE  VALUE 
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Francisco.  Young  bought  San  Fran's 
KRON  last  year.  If  Disney's  ABC  bought 
Young,  it  would  pick  up  extra  stations 
in  Los  Angeles  and  San  Francisco  plus 
six  ABC  affiliates. 

The  rules  also  have  hindered  merg- 
ers among  newspaper  chains  that  own 
TV  stations.  "Pulitzer  is  the  easy 
yummy  here,"  says  Gabelli,  whose 
funds  happen  to  own  29%  of 
Pulitzer's  stock.  The  Pulitzer  family 

"MEDIA  IS  GOING  TO  BE 

_imutJECAusxn's  so 


could  be  swayed  to  sell  to  the  likes  of 
Gannett  or  Belo.  They  both  have  TV 
stations  in  St.  Louis  and  would  love  to 
own  Pulitzer's  flagship  paper,  the 
Sr.  Louis  Post-Dispatch. 

The  30%  cap.  Currently  the  FCC  says 
any  one  company  can  have  no  more 
than  30%  of  the  nation's  cable  sub- 
scribers or  35%  of  its  television  audi- 
ence. "I  think  that  goes  to  50%  or  to 
no  [limit],"  Gabelli  predicts. 

That  would  let  AOL  act  on  its  in- 
terest in  AT&T  Broadband,  which 
AT&T  is  spinning  off.  (To  get  in  on 
this,  buy  AT&T  now.)  As  the  U.S.'s 
largest  cable  and  Internet  provider, 
AOL  would  face  huge  regulatory  hur- 

Set  Them  Free  


dies  with  such  a  deal  under  today's 
rules.  Another  likely  target  for  AOL  is 
Cablevision  Systems,  which  sur- 
rounds AOL's  Manhattan  cable  fran- 
chise with  its  suburban  territory. 
Would  Cablevision's  scrappy  founder, 
Charles  Dolan,  sell  his  beloved  em- 
pire? Says  Gabelli:  "Bring  a  bouquet 
of  flowers  and  find  out." 

Vertical  programming  limits.  Under 
current  FCC  rules,  a  cable  operator  is 
forbidden  to  fill 
more  than  40%  of 
U  U  U  Lf ,  its  channels  with  af- 

BAD  NOW." 

ming.  The  govern- 
ment's paternalistic 
thinking  here  was  that  an  evil  system 
operator  would  force-feed  consumers 
content  they  didn't  want.  Powell's  think- 
ing: People  know  their  own  tastes  bet- 
ter than  the  government  and  they  now 
have  plenty  of  channel  choices. 

Yanking  this  rule  would  make  a  few 
programming  companies  more  attrac- 
tive. Two  come  to  Gabelli's  mind. 
There's  Rainbow  Media  Group,  parent 
of  American  Movie  Classics  and  Bravo. 
The  other  is  the  venerable  movie  studio 
Metro-Goldwyn-Mayer  with  its  library 
of  4,100  films.  Gabelli  notes  that  fi- 
nancier Kirk  Kerkorian,  who  controls 
MGM,  has  sold  it  before.  At  the  right 
price,  everything  is  for  sale.  F 


Unfettered  by  stifling  regs,  Gabelli  says,  these  will  be  good  acquisition  fare.  Their 
bargain  stock  can  be  bought  today  with  hopes  of  nice  buyout  premiums  up  ahead. 


Company 

Recent 
price 

Takeover 

value 
per  share1 

52-week 
high 

Enterprise 
value/operating 
earnings2 

Acme  Communications 

$6.58 

$12 

$12.75 

7 

AT&T 

19.60 

29 

23.16 

9 

Cablovision  Systems 

42.30 

92 

77.60 

4 

Gray  Communications3 

14.90 

20 

19.05 

9 

McClatchy 

42.04 

63 

44.70 

9 

Mctro-Goldwyn-Mayer 

16.14 

21 

24.00 

NM 

Paxson  Communications 

7.28 

13 

14.00 

7 

Pulitzer 

43.41 

56 

57.00 

12 

Rainbow  Media  Group 

20.05 

38 

28.00 

3 

Tribune 

30.62 

45 

46.50 

11 

Young  Broadcasting 

15.27 

44 

42.00 

15 

Prices  as  of  Oct.  2.  'Based  on  2002  estimated  operating  earnings.  'Enterprise  value  Is  market  value  plus  long-term  debt, 
minus  cash;  operating  earnings  are  those  before  interest,  taxes  and  depreciation  'Class  B  shares. 
NM:  Not  meaningful.   Sources:  FactSet  Reasearch  Systems:  Gabelli  Asset  Management. 
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In  an  1852  speech  at  Rochester,  New  York,  Frederick 
Douglass  called  the  Declaration  of  Independence  the 
"ringholt  to  the  chain"  of  America's  destiny.  "Cling. .  .to 
its  principles,"  he  urged,  "on  all  occasions,  in  all  places, 
against  all  foes. .  .at  whatever  cost. .  .[and]  with  the  grip 
of  a  storm-tossed  mariner  to  a  spar  at  midnight." 

Of  the  Declaration's  signers,  Douglass  said:  "Their 
statesmanship  looked  beyond  the  passing  moment. ... 
They  seized  upon  eternal  principles,  and  set  a  glorious 
example  in  their  defense.  Mark  them!" 

Douglass's  civic  piety  would  be  frowned  on  at  most 
colleges  today,  where  it  is  thought  sophisticated  to  deride 
the  American  Founders'  "hypocrisy"  for  holding  slaves, 
but  looked  on  as  hokey  to  marvel  at  their  accomplishment 
in  building  a  nation,  for  the  first  time  in  history,  on  anti- 
slavery  principles. 


Considered  even  more  "cutting  edge"  in  the  modern 
academy  is  to  dismiss  the  idea  of  "eternal  principles" 
altogether.  One  of  America's  most  influential 
"philosophers,"  teaching  at  one  of  America's  most 
elite  universities,  characterizes  the  Declaration 
as  a  "language  game"  that  can  be  no  truer  than 
a  "language  game"  promoting  slavery  over 
freedom. 


Frederick  Douglass,  a  former  slave, 
knew  that  far  from  being  a  game,  the 
truth  of  the  Declaration  is  deadly 
serious.  And  there  is  a  college  in 
America  where  he  would  feel  at  home. 


Hillsdale  College,  founded  in  1844,  refuses  federal 
taxpayer  funding,  even  in  the  form  of  student  grants 
and  loans.  Over  150  years  ago,  its  charter  document 
connected  its  mission  to  the  cause  of  civil  and  religious 
liberty.  With  all  its  might,  it  serves  that  mission  still  today. 

On  January  21,  1863,  in  the  midst  of  the  Civil  War, 
Frederick  Douglass  chose  the  Hillsdale  College  chapel  as 
the  site  for  a  major  speech.  And  "little  Hillsdale"  sent 
more  of  its  boys  to  fight  for  liberty  and  Union  than  any 
other  school  in  the  country,  excepting  West  Point. 

Education  is  powerful.  For  good  or  bad. 


Denied  Tenure? 


Hillsdale 

COLLEGE 

800.535.0860 


Hillsdale  and  America 


Hillsdale  College  publishes  a  FREE  national  speech  digest.  Imprimis,  which  addresses  topics  of 
importance  to  citizens  who  support  the  principles  of  individual  liberty  an  :  limited  government. 
Recent  issues  have  featured  Margaret  Thatcher,  Clarence  Thomas,  and  John  Stossel.  For  a  FREE 
subscription  to  Imprimis  or  to  learn  more  about  Hillsdale  College,  call  800.535.0860  go  to 
www.hillsdale.edu,  or  write  to  Hillsdale  College,  Dept.  FB-37,  Hillsdale.  Michigan  49242. 


EETWALKER 


Mike  and  Nike 

WITH  THE  RETURN  OF  MICHAEL  JORDAN  TO  BASKETBALL,  NIKE  (NYSE:  NKE) 

hopes  to  pump  some  air  into  its  performance.  While  Jordan  may  lack  his  old 
flash  on  the  court — at  38  he's  playing  for  the  lowly  Washington  Wizards — his 
product-endorsement  appeal  could  be  enough  to  buoy  the  sneakermaker,  says 
Margaret  Mager,  a  Goldman  Sachs  analyst.  Nike's  sales  have  been  flat  since  Jor- 
dan's 1999  retirement.  When 


he  represented  Nike  in  the 
1990s,  as  a  Chicago  Bull,  rev- 
enue quadrupled. 

Jordan's  timing  is  propi- 
tious for  Nike  because  sneak- 
ers appear  to  be  coming  back 
into  vogue  with  the  young 
set.  The  company  had  floun- 
dered when  they  were  opting 
for  hiking-style  footwear.  For 
the  fiscal  year  ended  in  May 
Nike  reported  positive 
growth  in  domestic  orders, 
something  it  hadn't  seen  for 
the  last  couple  of  years.  In 
February  the  shoe  outfit  plans 
to  launch  a  new  model  of  Air 
Jordans,  at  $200  a  pair. 

At  $47,  down  from  its  $75 
peak  in  1997,  the  stock  trades 
at  22  times  trailing  earnings. 

— Michael  Katz 


Hoop  Drea 


The  return  of  the  legendary  ballplayer— and 
the  debut  of  a  new  Air  Jordan  line— should 
help  lagging  Nike  reverse  its  slump. 
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Nike's  stock  price 


Source:  FT  Interactive  Data  via  FactSet  Research  Systems. 
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Intel  in  Trouble 

SHOULD  A  TECH  COMPANY  THAT'S  NOT 
growing  continue  to  be  valued  as  a 
growth  stock?  Paul  Leming,  ABN  Amro 
analyst,  doesn't  think  so. 

Amid  drooping  demand  for  com- 
puters, Intel  (Nasdaq:  INTC)  has  suffered 
reverses  after  its  decadelong  upward 
spiral.  For  200 l's  first  half,  sales  were 
down  20%  to  $13  billion  and  earnings 
were  off  88%  to  $681  million.  Worse, 
Leming  says  that  about  40  cents  of 
Intel's  $1.51  earnings  per  share  in  2000 
came  from  bull  market  investment 
gains,  unlikely  to  be  repeated. 

And  while  Intel  stock  at  $22  has 
tumbled  from  its  52-week  high  of  $48 
for  a  trailing  P/E  of  28,  Leming  argues  it 
could  fall  further.  He  applies  the  esti- 


mated 2003  multiple  for  the  nontech 
component  of  the  S&P  500  (an  average 
14,  versus  22  for  growthy  techs)  to 
Intel's  projected  2003  EPS  of  $1  to  find  a 
fair  stock  price  of  $14.  Discount  that 
back  to  today  and  you  get  $1 1.  So  short 
it;  cover  at  $12.  — Christopher  Helman 


Less  Risk 


THE  TERRORIST  ATTACK  ON  THE 
World  Trade  Center  is  saddling  insurers 
with  claims  estimated  as  high  as  $30  bil- 
lion. But  one  likely  result  of  the  catastro- 
phe will  be  to  allow  higher  premiums. 

And  that's  especially  helpful  to 
Odyssey  Re  (NYSE:  ORH).  It  is  sharing  the 
economic  burden  with  many  other  car- 


riers, such  as  Berkshire  Hathaway,  whin 
expects  to  shoulder  $2.2  billion  in  afte 
tax  losses.  Banc  of  America  Securiti 
analyst  Brian  R.  Meredith  says  th 
Odyssey's  $55  million  in  World  Traoj 
Center-related  losses — a  modest  6% 
shareholder  equity — are  something 
can  weather.  The  company  has  a  stroi 
balance  sheet  and  experienced  manag 
ment  led  by  Chief  Executive  Andre 
Barnard,  former  chief  underwriting  o 
ficer  at  reinsurer  Transatlantic  Holding 
Odyssey,  a  reinsurance  subsidiary  * 
Canada's  Fairfax  Financial  Holding 
saw  net  income  rise  66%  to  $42  millic 
in  200 l's  first  half,  while  premiuri 
climbed  22%  to  $408  million.  The  stofl 
trades  at  $16  for  a  P/E  of  11.  That 
slightly  below  the  price  at  which  it  wei 
public  in  June.  — Daniel  Krug 

Street  Value 

WITH  THE  STOCK  MARKET  SLUMPIM 
and  the  economy  moving  at  crawlspee 
securities-firm  stocks  are  not  the  mo 
popular.  But  Lehman  Brothers  (NYSE:  LEI 

has  seen  business  holding  up  well,  so  f^ 
Revenues  for  200 l's  first  nine  montl 
were  down  8%  to  $5.5  billion  and  ean 
ings  off  19%  to  $1.1  billion.  Compai- 
that  with  industry  star  Goldman  Sad 
where  revenues  were  unchanged  bii 
earnings  declined  26%.  At  $60  (dow 
from  $86  in  January),  Lehman  trades  ; 
11  times  trailing  earnings,  versus  18  ft 
Goldman. 

Although  displaced  from  its  Iowa 
Manhattan  headquarters,  which  wei 
damaged  in  the  terrorist  attack 
Lehman  should  continue  to  benef 
from  its  solid  reputation  as  a  bon 
house.  James  Schmidt,  lead  manager  < 
John  Hancock's  Financial  Industrie 
Fund,  also  notes  that  it  is  gaining  in  ec 
uity  underwriting.  While  stock  offering 
have  been  fewer  lately,  Lehman's  shai 
of  this  market  has  expanded  from  3. 7C. 
in  1999  to  5.3%  this  year.  The  firm  als 
has  gained  a  foothold  in  Europe,  an  ac 
vantage  in  a  recovery.  — DJ 


Forbes 


To  check  on  Streetwalker's  performance,  visit  our  Web  site  at 
www.forbes.com/streetwalker. 
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nd  us  your 

>usiness  plan 

d  we'll  send  you 

550,000. 


well,  almost. 


arrot  Capital  Business  Plan  Challenge  rewards  the  best  and  brightest  collegiate  and  graduate  students  for  their  creativity  and  innovation 
veloping  winning  business  plans.  Got  a  great  idea  for  a  business?  Enter  and  you  could  be  one  of  24  winners  to  share  $100,000  in  cash 
prizes,  with  the  first  place  team  receiving  $50,000  plus  funding  for  the  business!  See  our  website  for  official  rules  and  dates. 
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ntials  of  imagii 


As  he  looked  out  over  the  perfectly  manicured  grass  of  the  driving  range  at  Augusta  National,  perhaps  Sam  Snead  wasn't  really  there. 
Perhaps,  in  his  mind,  he  was  a  kid  again,  sneaking  in  a  quick  three  on  an  overgrown  course  so  steep  it  was  nicknamed  "The  Goat  Course." 
Either  way,  he  was  swinging  like  he  was  a  kid. 

At  8:35  A.M.  on  Tuesday,  April  3,  2001,  Sam  Snead  stepped  onto  the  range  to  hit  a  few  balls  and  to  say  a  few  hellos.  He  ended  up 
putting  on  a  swing  clinic.  Very  few  golfers  swing  sweet  enough  to  make  people  stop  and  take  notice.  Only  one  can  still  do  it  at  the  age  of  89. 
As  Sam  took  his  place  and  started  to  hit,  one  by  one,  Palmer,  Watson,  Faldo  and  every  other  pro  put  their  clubs  down  and 
gathered  around,  showing  their  respect  and  admiration  for  the  greatest  swing  in  golf  history. 

*s  ball  after  ball  sailed  into  the  sky,  Sam  raised  his  head  and  watched  every  ball  find  a  home  in  that  great  green  expanse  of  grass. 
He  later  admitted  that  at  his  age  he  couldn't  see  exactly  where  they  landed.  But  he  didn't  need  to. 
"All  I  saw  was  green.  But  I  could  feel  they  were  all  good." 

Which  color  tells  your  story?  Minolta's  new  printer/copier/scanners  can  help  you  tell  it  in  vibrant  and  affordable  color.  Minolta  delivers  the  color  of  success: 
high  quality,  continuous  color  as  fast  as  20  pages  per  minute.  To  learn  more  about  the  new  CFl  501 , 2001  and  9001 ,  visit  www.minoltausa.com. 
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The  Contrarian  By 

Doomsday  It  Isn't 


FOR  THE  WEEK  ENDED  SEPT.  21,  STOCKS  SUFFERED 
their  biggest  percentage  drop  since  the  Great  De- 
pression. They  have  since  recovered  most  of  that 
loss,  although  more  pain  could  lie  ahead.  Is  this 
an  opportunity  to  exit?  Absolutely  not.  If  you 
hold  sound  stocks — those  trading  on  proven  earning  power, 
not  hopes  and  dreams — you  should  stay  with  them.  In  fact, 
if  you  can  stomach  the  volatility,  now  is  the  time  to  buy. 

Why  do  I  say  this?  Because  the  U.S.  has  faced  numerous 
crises,  some  far  more  danger- 
ous to  our  national  survival 
than  the  current  one,  and  has 
always  overcome  them. 

Since  World  War  II  there 
have  been  nine  major  crises 
apart  from  the  current  one. 
These  crises  were  precipitated 
by  political  factors,  not  invest- 
ment ones.  They  include  the 
1948  Berlin  blockade  (risking 
another  world  war),  Iraq's  1990  invasion  of  Kuwait  (threat- 
ening the  world's  oil  supply)  and  the  1998  Russian  bond  de- 
fault (raising  fears  that  a  nuclear-armed  nation  would  col- 
lapse in  chaos). 

During  each  crisis  investors  felt  confused,  uncertain  and 
panicky.  Nothing  in  their  experience,  they  believed,  would 
help  them  cope  with  the  ominous  world  they  faced.  Typical 
advice  they  got:  "Sell  now,  before  it's  too  late.  Save  what  cap- 
ital you  have  left."  This  advice  turned  out  to  be  completely 
wrong  (see  table).  It  is  foolish  to  sell  into  a  crisis. 

The  table  measures  the  performance  of  the  Dow  Jones  in- 
dustrial average,  including  dividends,  from  the  first  trading 
day  after  each  postwar  crisis  to  one  and  two  years  afterward. 
On  the  whole  the  Dow  was  up  smartly.  The  exceptions  were 
the  Soviet  blockade  of  Berlin,  which  occurred  during  a  bear 
market  that  lasted  until  1949,  and  the  1973  oil  embargo,  co- 
inciding with  the  postwar  economy's  worst  bear  market.  One 
year  after  the  nine  crises,  stocks  had  a  16.4%  average  return. 

Of  course,  nobody  can  be  so  prescient  as  to  know  when 
the  exact  bottom  will  be  reached  and  get  100%  invested  then 
(see  story,  p.  210).  But  even  if  you  missed  the  bottoms,  your 
gains  remain  impressive. 

Here  are  five  stocks  that  have  slumped  since  the  terrorist 
attacks  that  you  should  add  to  your  portfolio: 

American  Express  (29,  AXP),  with  its  large  travel  ser- 
vices arm,  has  especially  suffered  since  Sept.  11.  The  stock 
is  off  14%.  American  Ex- 


P/E  of  18  and  a  1.1%  yield. 

Boeing  (36,  BA),  the  leading  manufacturer  of  commerc 
jets  and  a  major  defense  contractor,  has  announced  hu 
layoffs.  The  stock  is  down  48%  from  its  12-month  high 
airlines,  fighting  for  survival,  cancel  orders.  Guess  wh; 
Travelers  will  return.  Boeing  trades  at  nine  times  traili 
earnings  and  yields  1.9%. 

Disney  (20,  DIS)  was  struggling  with  its  media  operatic 
before  Sept.  11,  particularly  as  a  result  of  ABC's  hurting 

revenue.  The  stock  dropp 
28%  in  the  week  of  the  attac 
on  the  fear  that  tourists  woi 
stay  away  from  its  ther 
parks  for  a  long  time.  Th 
won't.  Disney  is  down  59 
from  its  12-month  high.  Di 
dend  yield:  1.2%. 

MGM  Mirage  (22,  MGC 
among  the  largest  hoti 
casino  operators,  has  dropp 
37%  from  its  12-month  high.  Once  again  blame  this  on  t 
misguided  notion  that  most  people  will  continue  to  balk 
flying  to  Las  Vegas  and  other  gambling  venues.  The  stodj 
cheap  at  12  times  trailing  earnings.  Similarly,  Harrah's  {\ 
HET)  has  increased  earnings  at  a  15%  annual  clip  over  t 
past  ten  years.  The  casino  outfit's  stock  is  down  28%  frc 
its  2001  high  and  carries  a  15  P/E. 


U.S.  stocks  have 
suffered  during 
past  crises— and 
come  back 
strongly. 


Crisis  Investing 


During  nine  major  postwar  crises,  the  Dow  Jones  industrial 
average  has  bounced  back  strongly  a  year  later,  with  only  twc 
exceptions.  Figures  are  with  dividends  included. 

Event 

First  trading  day 
in  crisis 

1  year 
later 

2  years 
later 

Berlin  blockade 

6/25/48 

-6.2% 

31.7°/. 

Korean  War 

6/26/50 

21.1 

40.7 

Cuban  missile  crisis 

10/23/62 

38.8 

70.1 

Kennedy  assassination 

11/22/63 

30.2 

44.8 

Gulf  of  Tonkin 

8/5/64 

10.8 

12.7 

OPEC  oil  embargo 

10/18/73 

-26.8 

-03.3 

Iran  hostage/oil  crisis 

11/5/79 

22.3 

16.3 

Persian  Gulf  war 

8/3/90 

10.0 

27.5 

Russian  bond  default 

9/3/98 

47.2 

53.8 

Average  return 

16.4% 

32.7% 

Source:  Dreman  Value  Management,  LLC. 

press  presents  value  at  a 


CI  Forbes 


David  Dreman  is  chairman  of  Dreman  Value  Management  of  Jersey  City,  N.J.  His  latest  book  is  Contrari 
Investment  Strategies:  The  Next  Generation.  Find  past  columns  at  www.forbes.com/dreman. 
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MILLIONS 


OF  VERY  FAST, 


JGHTLY 


MISINFORMED 


SHEEP 


NOW  THAT'S  OPPORTUNITY. 


bchnology  has  created  a  global  herd  of  investors  who  can  make  the  market  overreact  faster  than  ever  before,  Some  see  this  as  a  problem.  But 


due  investors,  it's  opportunity.  Because  when  a  whole  sector  dips  based  on  one  piece  of  news,  good  companies  become  good  bargains  -  if 


can  spot  them  fast  enough:  Dr.  Bob  Froehiich,  Chief  Investment  Strategist.  Scudder  is  in  position  to  spot  these  buys/We've  built  a  global  network 


bnalysts  arid  partners.  These  experts  get  information  firsthand  and  translate  it  into  smarter  investments.  Ask  a  financial  advisor  about  our 


Irldwide  perspective.  Call  Scudder  Investments  at  1-800-621-1048.  Or  visit  www.scudder.com  for  more  ol  Dr.  I  roehiieh's  views  on  the  market. 

SCUDDER 

I  NVESTM  E  NTS 

Translating  Opportunity  "':/;^mBB^S3BSM>  -: 


E Mutual  Funds  V  Annuities 
ore  complete  information  about  Scudder  Investments,  contact  your  investment  professional  arid'  ash- 
the  prospectus  carefully  before  investing.  ©2001  Scudder  Distributors,  Inc.  11924  (5/11/01)  f 


K;  nrrtm  in  Plans 

ifctus  or  call  1-800-621-1048. 
Zurich  Scudder  Investments  ' 
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Yes,  But  By  James  Grant 

Casualty  of  War 


PROBABLY  MORE  CREDIT  WAS  CREATED  BY  THE 
world's  central  banks  in  the  wake  of  the  terrorist 
attacks  than  in  any  week  in  the  history  of  paper 
money.  The  Federal  Reserve  alone  conjured  $90 
billion  into  existence.  Yet  the  30-year  Treasury 
yield  is  lower  at  this  writing  (5.29%)  than  it  was  on  Sept.  10 
(5.44%),  the  day  before  the  world  changed. 

Imminent  peril  crowds  out  every  other  apprehension 
nowadays,  and  the  next  bout  of  price  inflation  appears  any- 
thing but  close  at  hand.  Com- 
modity prices  are  crumbling, 
business  activity  is  receding 
and  the  stock  market  is  sink- 
ing. For  the  first  time  in  a 
quarter  century,  there  is  a  clear 
and  present  danger  of  global 
recession. 

Acknowledging  the  ab- 
sence of  even  one  plausible 
symptom  of  a  new  cycle  of 
price  inflation,  I  nonetheless  return  to  an  old  and  favorite 
topic,  the  Treasury's  inflation-indexed  securities,  officially 
known  as  TIIS  (but  familiarly,  and  more  euphoniously,  as 
TIPS).  Like  cars,  Broadway  theater  tickets  and  Hawaiian  real 
estate,  inflation  insurance  is  on  sale. 

TIIS  come  with  a  fixed  coupon  (around  3%  to  4%)  and 
a  certain  maturity  date.  In  this  they  resemble  conventional 
Treasurys.  What  makes  them  unconventional  is  that  their 
principal  amount  is  adjusted  to  keep  up  with  inflation. 
Interest  is  paid  every  six  months  on  this  adjusted  sum — 
the  worse  the  inflation,  the  bigger  the  principal.  Let  the 
inflation  rate  turn  negative,  and  the  principal  would  ac- 
cordingly be  reduced.  In  no  case,  however,  would  a  TIIS 
holder  get  back  less  than  the  par  value  of  the  security  upon 
its  maturity. 

TIIS  are  not  the  answer  to  every  investment  prayer.  The 
ratcheting  up  of  the  principal  value  of  the  securities  to  com- 
pensate for  a  rising  Consumer  Price  Index  is  taxed  as  normal 
interest  income.  Another  inconvenience  is  that  the  appreci- 
ation of  the  principal  is  taxed  in  the  year  it's  accrued,  not  in 
the  year  it's  realized.  Nor  do  TIIS  protect  against  the  dollar 
losing  value  versus  foreign  currencies.  On  the  other  hand 
they  are  easy  to  buy  (Vanguard  and  Brown  Brothers  Harri- 
man  are  among  the  sponsors  of  TIIS  mutual  funds). 

As  the  perceived  risk  of  inflation  is  distant,  the  cost  of  in- 
suring against  it  is  low.  The  cost  can  be  measured  by  the  in- 
flation rate  at  which  the  holder  of  inflation-linked  govern- 
ments would  do  better  than  the  holder  of  conventional 


The  massive  credit 
creation  after 

Sept.  II  risks  more 
inflation.  How  to 
protect  yourself. 


bonds.  For  a  ten-year  maturity,  nonindexed  Treasurys  yield 
4.56%,  TIIS,  3.14%.  It  follows  that  if  inflation  averaged  mord 
than  1 .42%  a  year  for  the  next  ten  years,  TIIS  investors  would| 
come  out  better  than  the  holders  of  ordinary  governments. 

To  assist  each  reader  to  fill  in  his  or  her  own  decade-lond 
CPI  forecast,  some  relevant  historical  facts:  Since  1970  thd 
lowest  rate  of  CPI  inflation,  on  a  rolling  three-year,  five-yeac 
or  ten-year  basis,  has  been  1.9%.  Over  the  past  12  months  ' 
the  CPI  was  up  2.7%. 

Christopher  F.  Kinney,  se 
nior  vice  president  at  Browi 
Brothers,  observes  that  Til: 
are  not  only  foul-weather  in-j 
vestments;  they  have  excelled 
this  year,  too,  in  a  prosperous 
bond  market.  Thus,  through 
the  first  nine  months,  ac-^ 
cording  to  the  keepers  of  the) 
Salomon  Smith  Barney  bond 
indexes,  TIIS  returned  9.25%j 
compared  with  7.53%  for  an  index  of  nonindexed) 
governments. 

In  response  to  the  events  of  Sept.  1 1  the  Federal  Reserve 
the  Bank  of  Japan  and  the  European  Central  Bank  pulled 
out  every  stop.  They  lent  to  banks,  purchased  securities,  fi- 
nanced securities,  intervened  in  currency  markets,  tolerated 
immense  increases  in  float  (i.e.,  in  the  volume  of  check$ 
written  but  uncleared).  Some  of  this  credit,  including  the; 
Fed's  $90  billion,  was  quickly  extinguished.  However,  post-k& 
attack,  the  pace  of  growth  in  the  broad  U.S.  money  supplyj 
suddenly  veered  higher.  It  was  running  strong  even  while  the] 
nation  was  at  peace. 

Wars  tend  to  be  inflationary  because  the  costs  of  waging 
them  are  unmatched  by  income,  and  the  integrity  of  a  bel-i 
ligerent's  currency  is  ever  subordinated  to  military  success. 
So  quickly  was  the  Gulf  war  won  that  the  Fed  was  not  even 
put  in  the  way  of  temptation:  There  was  no  need  for  infla- 
tionary finance.  But  there  can  be  no  telling  what  portion  ofl 
the  economy  will  be  absorbed  or  diverted  by  this  war. 

On  Oct.  1  the  Financial  Times  published  a  full-pagei 
salute  to  the  top  central  banks  for  preventing  "panic  in  mar 
kets"  in  the  days  following  the  assault.  Whether  or  not  panic 
was  allayed  by  this  monetary  armada,  creditors  were  once 
again  put  on  notice.  In  a  crisis,  governments  create  credit 
first  and  ask  questions  later.  It  was  ever  thus.  At  today's  price, 
insurance  against  the  inevitable  comes  cheap. 


»E>!3>cs  i 


James  Grant  is  the  editor  of  Grant's  Interest  Rate  Observer. 
ind  past  columns  at  www.forbes.com/grant. 
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number  of  Fortune  500  companies 
that  use  corporate  trade 


million 

Active's  gross  trading  volume 


million 

annual  media  placed  by  Active 


million  cash  flow  savings  realized 

by  our  clients  from  trade  credits  retired 


percentage  of  our  business 

that  comes  from  repeat  customers 


think  our  numbers  are  impressive,  wait  until  you  see  what  we  can  do  for  yours 

dw  almost  all  industry  leaders,  including  most  of  the  world  s  largest  consumer  product  companies,  rely  on  Active  International  to  tun 
erforming  assets  into  financial  opportunities?  Corporate  trade  is  big  business.  And  it  could  be  your  chance  to  recapture  top  value  fron 
asset  and  use  it  to  pay  for  goods  and  services  you  were  already  planning  to 
ish-  like  media,  other  operating  expenses,  cost-of-sale  and  capital  expen- 
ld  out  what  Active  can  do  for  you.  Call  Michael  Lake  at  800-44-TRADE 
33).  Welcome  to  the  Surprising  World  of  Corporate  Trade. 


N  AT 

-J  'MUM 


MONEY  &JN VESTING 


 Financi; 


;y  By  A.  Gary  Shilling 


Plan  on  a  Strong  Dollar 


THE  DOLLAR,  STRONG  FOR  SO  LONG,  HAS  BEEN 
sliding  lately.  A  weakening  economy  and  now  the 
Sept.  1 1  terrorist  attacks  make  some  investors  un- 
easy about  U.S.  currency.  And  they're  dismayed  to 
see  the  breadth  of  domestic  opposition  to  the 
Clinton-Bush  strong-dollar  policy.  Organizations  as  diverse 
as  the  National  Association  of  Manufacturers,  the  AFL-CIO 
and  the  American  Farm  Bureau  are  crying  for  a  weaker  dol- 
lar. After  all,  earnings  suffer  as  foreign  profits  translate  into 
fewer  greenbacks,  and  U.S. 
companies  face  stiffer  compe- 
tition from  cheaper  imports. 

No  surprise  that  many 
other  nations  want  a  strong 
dollar.  The  U.S.  has  been  the 
sponge  for  the  globe's  excess 
output.  Our  $455  billion  mer- 
chandise trade  deficit  proves 
it.  As  exports  atrophy  amid 
less  worldwide  demand,  Asian 
Tiger  currencies  are  falling  in  what  looks  suspiciously  like 
competitive  devaluations.  Japan  prefers  a  weaker  yen  to  help 
end  its  decade-long  deflationary  depression.  The  Argentine 
peso  is  still  linked  to  the  dollar,  but  has  been  backdoor-de- 
valued for  exporters. 

So  who's  going  to  win  this  struggle  over  the  dollar's  di- 
rection— domestic  producers  or  foreign  governments?  I 
think  the  latter  will.  The  buck  is  likely  to  remain  strong  for 
the  next  several  decades. 

The  reasons:  Short  term  the  U.S.  is  the  safe  haven  in  times 
of  global  turmoil.  This  will  be  true  despite  what  may  turn  out 
to  be  a  problematic  war  against  the  terrorists.  Long  term  the 
country  with  the  fastest  productivity  growth  historically  has 
had  the  strongest  currency.  Today  the  U.S.'s  commanding 
leadership  in  the  new  big  productivity-enhancing  technolo- 
gies should  keep  it  at  the  center  of  the  action. 

How  important  are  currency  fluctuations  to  interna- 
tional trade?  Not  very.  My  firm  examined  the  currencies  of 
Germany,  Japan,  Britain  and  the  U.S.  in  relation  to  imports 
and  exports  in  the  1970-2000  period.  Trade-weighted  cur- 
rency flux  explained  almost  none  of  the  changes  in  real  im- 
ports in  all  four  countries.  The  statistical  relationship  be- 
tween currency  changes  and  real  export  movements  was 
stronger  but  still  tiny.  To  be  sure,  specific  industries  and 
companies,  as  well  as  developing  countries,  may  be  more 
sensitive  to  currency  risk.  Exchange-rate  ups  and  downs  af- 
fect investors'  foreign  portfolios  and  govern  the 
fortunes  of  inadequately  hedged  multinationals. 


But  for  advanced  nations  in  aggregate,  the  effects  are  trivia 
Economic  growth,  not  currency  gyrations,  accounts  fc 
overall  import  and  export  fluctuations.  If  a  country  is  grow 
ing,  its  people  will  buy  more  of  everything,  including  in 
ports.  The  reverse  holds  in  times  of  recessions.  In  th 
1970-2000  era,  real  GDP  growth  explained  70%  of  th 
changes  in  real  U.S.  imports.  In  Germany  the  figure  w; 
57%;  in  Britain,  56%.  In  Japan  it  was  only  28% — not  su 
prising,  given  Tokyo's  mercantilist  policy  that  blockaded  in 

ports,  for  which  there  w; 


Avoid  foreign 
stocks— and  a 
global  economic 
downturn  is  just 
part  of  the  reason. 


plenty  of  consumer  demandj 
Significantly,  imports  groj 
faster  than  GDP,  although  th) 
effect  differs  by  country.  I: 
Germany  a  1%  rise  in  re« 
GDP  hikes  real  imports 
2.1%  in  Japan,  2% 
Britain — but  an  outsize  2.8<!) 
in  the  U.S.  That  neatly  es 
plains  the  huge  U.S.  trad 
deficit.  As  global  economic  activity  rose,  U.S.  imports  grei 
the  most,  even  more  so  in  recent  years  when  the  America 
economy  outpaced  the  rest. 

But  now  U.S.  imports  are  falling.  Note  that  America, 
consumers  buy  more  than  20%  of  global  output,  meanin 
the  rest  of  the  world  is  in  for  a  rough  ride  as  the  first  glob; 
recession  since  the  early  1970s  eliminates  any  other  majo 
markets  for  surplus  production. 

Longer  run,  look  for  soft  U.S.  imports  as  American  con 
sumers  end  their  two-decades-old  borrowing-and-spendin 
spree  that  reduced  their  saving  rate  from  12%  of  aftertax  in 
come  in  the  early  1980s  to  1%,  before  people  saved  their  taj 
rebates  in  July  and  August.  Dreams  of  stock-appreciation-fj 
nanced  early  retirement  are  fading,  so  the  postwar  babiej 
may  commence  saving  with  a  vengeance,  to  the  detrimerl 
of  spending  and  imports. 

Investors  beware.  The  U.S. -led  global  recession  will  b) 
brutal  on  foreign  economies.  One  more  reason  to  avoi 
global  portfolio  diversification  (see  my  Apr.  17,  2000  column 
into  developing  countries  like  China,  the  Asian  Tigers  am 
Mexico,  and  advanced  ones  such  as  Japan  and  Canada. 

A  persistently  strong  dollar  also  means  you  should  stefl 
clear  of  multinationals.  For  that  matter,  the  worsening  econj 
omy  suggests  you  should  avoid  all  stocks  other  than  shorti 
as  I  have  been  suggesting  for  some  time. 
What  to  buy?  Long  Treasurys. 


CI  Forbes 


A.  Gary  Shilling  is  president  of  A.  Gary  Shilling  &  Co.,  economic  consultant! 
and  investment  advisers.  Find  past  columns  at  www.forbes.com/shilling. 
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New  body-scanning  technology  promises  to  capture  incipient  diseases  in  glorious  3-D, 
without  the  dreaded  prod.  You'll  never  look  at  yourself  the  same  way  again.  |  by  alan  farnhan 

LYINCi  ON  A  COOL,  VINYL-PADDED  BED  IN  A  DOCTOR'S  Soon  I  begin  to  feel  like  the  Michelin  man,  bloated  but  n 
office  in  Manhattan,  I  brace  myself  for  one  of  the  especially  uncomfortable.  Comfort — as  in  peace  of  mind 
hottest  new  procedures  in  modern  medicine.  First     was  what  I  was  after.  The  self-inflation  was  a  prerequisite  to 


YING  ON  A  COOL,  VINYL-PADDED  BED  IN  A  DOCTOR'S 
office  in  Manhattan,  I  brace  myself  for  one  of  the 
hottest  new  procedures  in  modern  medicine.  First 
step:  an  entirely  different  kind  of  inflation.  "Now, 
I  go  easy,"  the  nurse  says  as  she  hands  over  a  rubber 
bulb  attached  to  a  long  tube  inserted,  ahem,  right  up  into 
my  backside. 

It  is  time  to  pump  myself  up.  Gradually,  resting  now  and 
then,  I  squeeze  the  bulb  50  times  to  fill  my  body  with  air. 


"virtual  colonoscopy"  and  an  accompanying  full-body  sea 

This  costly  but  increasingly  popular  diagnostic  techniqi  ,a| : ,, 
moves  a  patient  head  to  toe  through  a  large,  cylindrical  ima 
ing  machine  in  less  than  30  minutes.  The  startling  imag  )lir| 
that  result  from  this  "fantastic  voyage,"  sans  Raquel  Wei 
will  let  doctors  pinpoint  the  hidden  flaws  that  may  kill  m 
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MEDICAL  IMAGING 


lyps  in  the  colon,  plaque  in  the  arteries,  malignant  nodules 
the  lungs  from  that  one  cigarette  I  smoke  every  day. 
Body  scans  are  far  less  invasive  and  messy  than  poking  a 
riscope  into  your  innards,  and  they  are  more  comprehen- 
e  than  getting  a  stress  test  or  having  one  organ  checked  at 
ime  with,  say,  X  rays  or  ultrasound.  The  new  machines, 
ng  a  technology  called  electron  beam  tomography,  shoot 
ages  up  to  ten  times  as  fast  as  an  older  CT  (computerized 
nography)  scan,  able  to  capture  an  intricate  picture  of  the 
art  in  between  beats.  The  new  technique  can  spot  lung 
dules  that  are  only  one-fifth  the  size  of  what  can  be  found 
an  X  ray.  "It's  like  putting  the  chest  through  a  bread 
':er,"  says  Dr.  Geoffrey  Bodeau,  codirector  of  the  HeartScan 
nesota  clinic  in  Minneapolis.  Data  captured  by  the  scan- 
are  manipulated  by  software  to  create  3-D  images  of  inte- 
anatomy.  At  some  clinics,  doctors  guide  patients  on  a  vi- 
1  journey  through  the  twists  and  turns  of  their  own 
eries  and  plumbing.  The  results  can  prod  you  to  change 
r  life. 

That  happened  to  Robert  Rizzi,  a  64-year-old  executive 
o  visited  my  doctor,  Allan  Rubenstein  of  New  York-based 


University  HeartScan.  Rizzi  was  overweight  and  had  a  family 
history  of  heart  disease.  Sure  enough,  the  scan  found  calcium 
deposits  in  three  arteries.  Says  Dr.  Rubenstein:  "He  had  to 
have  immediate  surgery  or  undertake  a  lifestyle  change." 
Rizzi  chose  the  latter,  shedding  28  pounds  in  two  months. 

The  procedure's  rising  popularity  has  brought  out  the 
showman  in  some  clinicians.  At  HealthScreen  America,  a 
storefront  in  Jacksonville,  Fla.,  window-shopping  hypochon- 
driacs are  lured  in  by  a  4-foot-tall  red  and  blue  fiberglass 
heart,  with  an  artificial  brook  burbling  behind  it.  A  menu 
lists  scan  prices  at  $20  to  $1,000,  with  package  deals  available. 

Scanning  has  its  drawbacks.  Dr.  Kenneth  Cooper  of  the 
Cooper  Clinic  in  Dallas  has  done  35,000  scans  since  1997  but 
says  even  the  latest  gear  can't  spot  soft,  precalcified  plaque  that 
poses  a  risk  of  clogging  an  artery.  He  says  patients  also  should 
take  a  standard  stress  test  to  help  detect  soft  blockages. 

Cooper  won't  yet  offer  the  latest  wrinkle,  virtual  colono- 
scopies, because  he  says  the  procedure  still  isn't  good  enough 
to  isolate  polyps  from  other  matter.  A  June  study  in  Radiology 
showed  that  virtual  colonoscopies  had  a  38%  rate  of  false  pos- 
itives, or  indications  of  polyps  that  didn't  exist.  And  if  a  virtual 
tour  turns  up  a  real  polyp,  you'll  have  to  get  scoped  anyway. 

But  as  a  salve  for  my  anxiety,  which  may  be  understand- 
able for  a  46-year-old  who  smokes  a  little,  eats  a  lot  and  exer- 
cises somewhat  regularly,  the  full-body  voyage  was  worth  the 
$1,400  price  of  admission.  (As  an  elective  procedure,  insurers 
rarely  cover  it,  but  your  odds  may  improve  if  you're  referred.) 

Dr.  Rubenstein 's  office  is  designed  for  the  busy  executive 
who  wants  to  get  in  and  out  in  under  an  hour.  After  a  quick 
consult,  I  donned  a  surgical  gown,  entered  the  scanning 
room  and  lay  down  on  the  pallet.  Once  inside  the  large  scan- 
ner, rubber  bulb  in  hand,  I  heeded  the  technicians'  voices 
coming  through  a  speaker,  telling  me  to  give  more  squeezes. 

The  novelty  of  self-inflation  was  distracting  enough  to  ease 
the  anxiety  of  moving  through  a  giant,  humming  aperture 
with  a  bright  red  light  at  its  apex.  After  a  series  of  four  smooth 
passes — some  of  which  required  me  to  hold  my  breath  for 
what  seemed  like  a  full  minute — it  was  over.  When  the  tube 
was  removed,  I  did  not,  balloon-like,  whiz  around  the  room 
and  bounce  off  the  ceiling. 

Some  of  the  results  were  available  immediately,  in- 
cluding a  graphic  printout  ranking  my  arterial  plaque 
buildup  against  my  age  group.  The  other  results  were 
farmed  out  to  local  specialists.  In  less  than  a  week  my 
results  were  complete:  no  colon  polyps  and  no  heart  dis- 
ease— only  a  small  scar  in  my  left  lung  (possibly  a  relic 
from  childhood  bronchitis).  "Keep  doing  what  you're 
doing,"  Dr.  Rubenstein  advised. 

One  parting  word  of  advice  for  those  who  undergo 
the  virtual  colonoscopy:  Ten  or  15  minutes  after  it  ends,  the 
accumulated  air  escapes.  When  that  happens,  you  want  to 
make  sure  you're  in  a  private  place — private  and  maybe 
soundproof.  f 
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F  L I  G  H  T  |  Alberto  Santos-Dumont  enjoyed 
glory— if  only  briefly— for  giving  wings  to  man. 


Once  around 
lightly:  Minutes 
after  this  was 
taken,  the  little 
craft's  engine 
died,  forcing  a 
midair  restart. 
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HARD  AS  THIS  MAY  BE  TO  BELIEVE,  THERE  W 
a  time,  early  in  the  last  century,  when  n 
savvy  European  (and  few  Americans)  b 
lieved  the  Wright  brothers  had  been  the  fir 
to  fly.  How  could  two  bicycle-buildir; 
bumpkins  possibly  have  gotten  the  drop  on  Europe's  to) 
professors?  Moreover,  hardly  anyone  had  seen  them  fly,  sin« 
their  experiments  had  been  done  in  secret.  But  most  impo. 
tant:  A  man  had  already  flown. 

Not  just  any  man,  either.  He  was  part  dandy,  part  sport) 
man,  part  inventor — a  27-year-old  Brazilian  multimillior 
aire  who  performed  his  flights  for  all  of  Paris  (h) 
adopted  city)  to  see.  First  he  did  it  in  dirigibles;  then, 
1906,  in  an  airplane — all  of  his  own  design. 

Unlike  the  Wrights,  who  patented  everything,  li 
sought  no  private  gain.  He  gave  away  designs  free,  payiri 
7\   costs  out  of  his  own  deep  pockets.  Where  the  Wrigh 
were  taciturn  and  ascetic,  he  was  witty  and  well-cor 
nected.  He  kept  a  table  at  Maxim's. 

He  was  Alberto  Santos-Dumont.  And  Octob« 
marks  the  centennial  of  his  greatest  fame,  whic 
came  with  his  winning  the  Deutsch  Prize,  a  stim 
ulus  to  aviation  created  by  French  industria 
ist  Henri  Deutsch.  The  purse:  100,00 
francs  to  the  first  person  to  fly  froi 
the  Aero  Club  to  the  Eiffel  Towc 
and  back  (7  miles)  in  30  minutes. 
Dumont  had  been  obsesse 
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h  flight  since  his  boyhood  in  Brazil.  The  youngest  of  seven 
jdren  born  to  one  of  the  country's  richest  coffee  barons, 
read  all  of  Jules  Verne  and  grew  up  believing  any  problem 
lid  be  solved  by  the  right  machine  in  the  hands  of  the 
ht  operator. 

In  1892,  when  he  was  18,  his  father  died,  leaving  him  the 
livalent  of  $12  million  today.  He  moved  to  Paris,  immedi- 
ly  taking  up  all  things  fashionable.  He  went  ballooning.  He 
''J|ught  a  motorcycle.  Then  inspiration  struck:  Combine  the 
le's  light  but  powerful  engine  with  a  hydrogen-filled  bal- 
n,  add  a  rudder  and — voila!  He  could  navigate  the  air. 
Nobody  before  him  had  done  this — -at  least  not  reliably, 
early  as  1852  there  had  been  a  steam-engine-powered  di- 
ible  that  chuff-chuffed  along  at 
ph.  Then  came  electric  and  gaso- 
e  motors.  But  as  of  1898  no  one 
d  succeeded  at  flying  a  course,  with 
against  the  wind,  and  returning 
isistently  to  the  starting  point. 
Dumont  not  only  did  this  but  did 
lamboyantly,  to  the  great  amuse- 
nt  of  Paris,  which  grew  accus- 
ned  to  the  sight  of  him  motoring 


14 


baked  in  the  shape  of  his  winning  airship.  His  friend  Louis 
Cartier  designed  a  watch  for  him — the  first  men's  wristwatch, 
in  fact,  ever  made.  Called  the  Santos,  it  still  is  sold  today.  For 
the  full  story,  pick  up  a  copy  of  the  elegantly  written  little 
book  Man  Flies  by  Nancy  Winters  (Ecco  Press,  1997). 

Dumont  dabbled  further  in  dirigibles,  but  the  problem  of 
heavier- than-air  flight  engaged  him,  and  in  1905  he  set  about 
designing  an  airplane — again,  on  his  own.  His  first  successful 
effort,  called  14-bis,  looked  like  an  ungainly  box  kite.  On  Oct. 
22, 1906  its  wheels  left  the  ground.  The  flight  covered  only  60 
meters.  But  it  was  enough  for  pundits.  Not  until  1908  did  Eu- 
rope see  the  Wright  brothers  fly. 

Why — after  all  this — is  Dumont  remembered  (if  he  is  at 
all)  for  a  wristwatch?  The  Wright  de- 
sign was  far  superior — more  stable, 
more  maneuverable.  And  as  history's 
dust  settled,  scholars  generally  agreed 
that  though  Dumont  had  made  the 
first  public  flight,  the  Wrights  had 
been  flying  privately  as  early  as  1903. 

Santos  never  married;  there  was 
no  progeny  to  burnish  his  renown. 
He  filed  no  patents.  And  in  1910  he 


bis  with  nose  to  right  and 
Dumont  at  the  controls. 


low  good  to  be  in  Paris,  young,  courageous,  with  the  air  still  to  be  conquered!" 


ough  the  sky  wearing  a  Panama 
,  high  collar  and  (when  grounded) 
B»e.  His  dirigibles  were  of  yellow 
;  a  crimson  banner  trailed  behind 
y;  >claiming:  Por  mares  nunca  a" antes 
'egadosl  (Portuguese  for  "Toward 
s  heretofore  unsailed!") 
What  might  be  called  the  "dirigi- 
phase"  of  Dumont's  career  culmi- 
|J,:ed  in  his  winning  Henri  Deutsch's 
Tze.  On  Oct.  19,  1901  he  ascended 
the  suburb  of  Saint-Cloud  in  a 
daily  built  racer,  reached  the  Eiffel 
er  and  was  rounding  it  when  his 
>tor  died.  As  throngs  watched 
nsfixed,  he  climbed  out  of  his 
:ker  basket  (where  the  controls 
re  located)  and  ascended  hand- 
T-hand,  midair,  along  the  struc- 
e  that  contained  the  motor.  He 
tarted  it,  regained  his  perch  and 
ssed  the  finish  at  the  last  possible 
iment.  "Have  I  won?"  he  cried.  The  crowd  roared  yes.  In  a 
nd  gesture  (p.r.  could  easily  have  been  a  second  calling), 
gave  half  his  winnings  to  his  assistants,  half  to  the  indigent 
desmen  of  Paris  to  get  their  tools  out  of  hock. 
Tributes  poured  in — from  Edison,  from  Marconi,  as  well 
other  luminaries.  Songs  were  written  in  his  honor,  cakes 


To'. 


n  trademark  Panama  and  collar. 


came  down  with  multiple  sclerosis. 
Unwilling  to  let  the  public  see  him 
compromised,  he  withdrew  from  life. 
He  fell  into  a  depression,  and,  in  the 
coils  of  one  especially  bad  episode, 
burned  all  his  papers — notebooks, 
drawings,  diary,  photos.  Disconsolate, 
already  forgotten,  he  hanged  himself 
with  a  necktie  in  1932. 

This  tragic  end  made  quite  a  con- 
trast with  his  charmed  youth.  "How 
good  to  be  in  Paris,  young,  rich, 
courageous,  with  the  air  still  to  be 
conquered!"  writes  Peter  Wykeham, 
whose  Santos-Dumont:  A  Study  in 
Obsession  (Harcourt,  Brace,  1962)  re- 
mains the  definitive  biography.  "To 
live  life  as  it  may  never  be  lived  again, 
with  grace  and  spirit  and  a  careless 
exhilaration." 

Exhibits  in  Paris  (Musee  de  Saint- 
Cloud,  Tel.  33-1-46-02-67-18)  and 
Rio  (Museo  Aeroespacial,  Tel.  55-21-3357-5213)  mark  the 
centenary  of  his  winning  the  Deutsch  Prize,  while  at  the 
Smithsonian's  Air  &  Space  Museum  an  engine  from  one  of 
his  airships  is  on  permanent  display.  If  you  happen  to  be 
passing  near  the  Eiffel  Tower  anytime  this  month,  look  up 
and  say  a  kind  word  for  a  gallant  soul.  — A.F. 
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Fracture  Lines 


B  0  0  K  S  I A  new  book  on  diamonds  unearths 
the  lore  and  mystery  of  a  high-stakes  industry. 


BY  SUSAN  ADAMS 

ON  A  HOT  SUNDAY  IN  1999  THREE  MINERS  FIND  A  THIN, 
triangular  stone  in  a  muddy  Brazilian  river.  As  Matthew 
Hart  tells  it  in  his  captivating  new  book,  Diamond 
(Walker,  $26),  they  rush  the  pink  rock,  which  measures  an 
inch  and  a  half  on  its  longest  side,  to  a  truck-parts  shop  in  the 
city  of  Patos  de  Minas.  The  shop  also  trades  in  rough  dia- 
monds, and  the  moment  Gilmar  Campos,  one  of  the  owners, 
takes  a  look  at  the  stone,  he  starts  to  cry. 

Within  days  a  team  of  experts  sets  the  stone's  worth  at  $6 
million  to  $20  million.  The  Brazilians  jet  to  Harry  Winston  in 
New  York,  where  they  refuse  the  legendary  jewel  seller's  re- 
quest to  polish  a  section  of  the  79-carat  rough.  They  whisk  the 
gem  back  to  Brazil,  turn  down  a  $3  million  offer  from  a  New 
York  dealer  and  christen  it  Estrela  Rosa  do  Milenio,  or  Pink  Star 
of  the  Millennium.  Where  is  it  now?  It's  unclear,  but  rumors 
put  it  in  the  hands  of  a  Chinese  construction  firm. 

"A  rough  diamond  is  pure  potential  and  pure  risk,"  writes 
Hart.  Many  contain  undetectable  flaws,  causing  a  stone  to  shat- 


ter under  the  polisher's  wheel.  Giving  it  a  nar 
can  increase  a  rough's  worth  by  $2  million. 

Why  so  much  fuss  over  a  rock?  Diamon 
are  made  of  carbon,  after  all — the  fourth.  mC 
common  element  in  the  solar  system.  Carbfl 
atoms  contain  six  electrons  each  but  space  f 
ten.  In  diamonds,  the  six-electron  atoms  shar« 
single  electron  with  each  of  the  four  atoms  th 
abut  them,  forging  the  strongest  bond  known 
chemists  and  making  diamonds  among  tl 
hardest  minerals.  When  polished  they  refle 
light  like  no  other  crystal. 

Diamonds  make  their  way  to  the  surface  of  t] 
earth  through  underground  volcanoes.  Once  e 
tinct  they're  called  pipes.  Before  the  late  19th  ce: 
tury,  diamonds  were  mined  from  rivers  and  oth 
above-ground  deposits.  They  were  extremely  rai 
But  in  1869  a  boy  found  a  large  crystal  lyii 
in  the  dirt  near  Kimberley,  South  Africa.  It  w 
an  83.5-carat  diamond  and  it  gave  birth  to  o] 
of  the  world's  most  powerful  multinationa 
De  Beers,  named  for  Afrikaner  brothers  wit 
owned  a  farm  on  top  of  a  diamond  pipe.  Ind 
took  2,000  years  to  produce  20  million  cara; 
South  Africa  did  the  same  in  1 5  years. 

Rising  supply  should  have  meant  fallii 
prices.  But  De  Beers,  founded  by  British-boi 
colonial  expansionist  Cecil  John  Pvhodes  in  188 
never  let  that  happen.  Pdiodes  slashed  produ 
tion  40%  and  the  price  of  rough  shot  up.  By  tl 
1930s,  under  the  chairmanship  of  Ernest  O 
penheimer,  De  Beers'  cartel  had  near  total  sw 
over  the  trade.  For  a  century  De  Beers  mines 
those  in  contract  to  the  company  controllt 
80%  of  the  world's  diamond  production. 
Another  prong  of  the  De  Beers  strategy:  If  demand  wea 
ens,  manufacture  desire.  "The  ingeniousness  of  De  Beers  ma 
keters  lies  in  having  forged  a  link  between  something  peop 
do  not  need,  diamonds,  and  something  they  do  need,  love 
writes  Hart.  When  engagement  ring  purchases  started  dro 
ping  in  De  Beers'  largest  market,  the  U.S.,  in  the  late  1930s,  tl 
company  hired  a  New  York  ad  agency  to  help  turn  thin 
around.  In  1946  copywriters  invoked  a  star  that  "died  a  m; 
lion  years  ago.  It  shines  anew  bright  for  her  because  si 
dreams  of  love."  Then  in  1948  an  inspired  wordsmith  can 
up  with  "a  diamond  is  forever."  Today  85%  of  Americs 
women  own  at  least  one  piece  of  diamond  jewelry. 

But  like  a  huge  rough  riddled  with  internal  flaws,  De  Beei 
monopoly  has  fractured  over  the  last  decade.  In  the  ear 
1990s  geologists  working  for  companies  not  allied  wi 
De  Beers  discovered  a  great  trove  of  diamonds  just  below  tl 
Arctic  Circle  in  northwestern  Canada.  Another  new  boo 
Barren  Lands,  by  Kevin  Krajick  (Times  Books,  $26),  tells  of  tl 
search  for  treasure  in  this  harsh  landscape. 
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THE  HISTORY  OF  THE  SENIOR  PGA  TOUR 
WILL  NO  LONGER  BE  WRITTEN. 

IT  WILL  BE  ENGRAVED 


The  Charles    Schwab  Cup 

As  the  season-long  competition  comes  down  to  the  wire,  five  players  lead 
the  chase  to  win  the  SENIOR  PGA  TOUR's  ultimate  prize.  See  who  will 
be  the  first  to  put  his  name  on  the  Charles  Schwab  Cup.  Only  on  CNBC. 


ansamenca 

10/14 

hampionship 

10/21 

)R  TOUR  Championship 
illardia 

10/28 


Tune  in  to  CNBC  on 
Saturdays  and  Sundays 

6:00-8:00  pm  ET 

Early  round  coverage  on  PAX.  Check  local  listings. 


These  Guys  Ai. 


FQRBESLIFE  

Last  year  De  Beers  failed  in  its  takeover  attempt  of  Argyle, 
an  enormous  Australian  mine  that  supplies  the  increasingly 
productive  gem-polishing  industry  in  India.  And  in  the  late 
1990s  De  Beers'  promise  to  stop  trading  in  so-called  blood  di- 
amonds— the  war  spoils  in  several  African  countries — didn't 
come  fast  enough  to  prevent  a  taint  on  its  name. 

Hart  doesn't  spill  much  ink  on  De  Beers'  recent  corporate 


machinations,  like  its  decision  in  2000  to  sell  off  a  chunk  of  i 
London  diamond  horde,  or  the  $18.7  billion  deal  earlier  th 
year  in  which  a  consortium  controlled  by  the  Oppenheim* 
family,  mining  powerhouse  Anglo  American  and  a  smalk 
partner,  took  the  company  private.  Since  Hart  put  down  h 
pen,  De  Beers  announced  that  the  economic  slowdown  ha 
already  bludgeoned  profits  in  the  first  half  of  2001  by  15%.  I 
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Take  the 
Night  Train 


i  I  On  certain  Amtrak  routes, 
business  travel  via  sleeper  can  make  a  lot 
of  sense.  But  only  if  you  know  the  tricks. 

BY  CATHERINE  SEIPP 

FEW  READERS,  WE'LL  WAGER,  HAVE 
climbed  into  bed  aboard  a  train. 
Though  Amtrak  reported  a  10%- 
to-15%  uptick  in  ridership  systemwide 
after  Sept.  11,  long-haul  routes  still  take 
too  much  time  to  be  attractive  to  most 
business  travelers:  Los  Angeles  to  Seattle, 
for  example,  takes  two  whole  days — 
which  is  astonishing,  considering  you 
can  drive  the  1 , 1 36  miles  in  20  hours.  Yet 
hidden  in  the  timetable  are  other  routes 
that  do  make  sense,  when  you  consider 
you  can  sleep  while  traveling. 

You  can  get  aboard  Amtrak  in 
Chicago  at  9:20  p.m.,  eat  dinner,  hop 
in  bed  and  arrive  in  Pittsburgh  at  8:21 
a.m.,  showered  and  ready  to  go.  Want 
to  stay  up  late  and  work?  Cell  phones 
are  seldom  out  of  range;  there  are 
on-board  electrical  outlets  for  your 
laptop. 

Traveling  in  a  bedroom  is  rarely 
cheaper  than  flying  first  class,  but  it  in- 
cludes dinner  and  breakfast.  Cut  costs 
by  traveling  with  a  colleague  (ex- 
pect two  76-inch-long 
beds).  Round-trip,  an 
overnight  standard 
sleeper  from  New  York 
to  Jacksonville,  Fla. 
costs  $847  for  one, 
$1,064  for  two.  Unre- 
stricted business  airfare 
is  $1,250  to  $1,450. 


Here  are  a  few  tips: 

■  Don't  check  your  luggage  in  the  bag- 
gage car.  That  saves  you  from  waiting  in 
line.  Instead,  when  you  board,  tip  the 
porter  to  put  your  bags  in  the  storage 
compartment  of  your  sleeping  car, 
where  they'll  be  more  easily  accessible. 

■  On  Superliners,  which  are  double- 
decked,  be  sure  to  reserve  a  bedroom 
on  the  upper  level.  Lower  rooms  are 
noisier,  since  people  enter  and  leave  the 
car  on  the  lower  level. 

■  Save  money  by  staying  in  a  standard 


A  Few  Rails  to  Dreamland 

THE  COAST  STARLIGHT,  San  J os e -Portland  (daily  trip, 
about  19  hours).  Complimentary  wine  tasting  in  afternoon. 
CITY  OF  new  ORLEANS,  Chicago-Memphis  (daily,  about 
10.5  hours).  Mississippi  River  scenery,  regional  cuisine. 
TWILIGHT  SHORELINER,  Boston-Washington,  D.C  (daily, 
about  9.5  hours).  Upper-bunk  passengers  get  a  window. 


bedroom.  Deluxe  bedrooms  have  pril 
vate  baths  but  cost  a  hefty  premium-^ 
$400  to  $500  more.  When  you  use  tW 
public  restrooms,  go  downstairs.  Supen 
liners  have  one  bathroom  on  the  uppa 
level  for  ten  bedrooms,  but  three  downl 
stairs  for  four.  The  lower  ones  are  morj 
available — and  invariably  cleaner. 

■  Change  clothes  in  the  dressinj 
rooms  downstairs  next  to  the  shower 
(which  provide  towels).  You'll  hav 
plenty  of  room  to  stretch  out. 

■  Bring  earplugs.  Some  people  fin* 
clickety-clacks,  brake  screeches  ad 
other  train  sounds  soothing,  even  so) 
porific.  They're  probably  the  same  peo 
pie  who'd  prefer  to  take  the  Millen 
nium  Force — the  roller  coaster,  thaj 
is — across  the  country. 


4:  ( 
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Opting  Annie  Fung,  Global  Head  of  Alternative  Investments 

for  alternative 


y:   How  would  you  define  alternative  investments? 

L:    Basically,  they're  non-traditional  investments,  such  as  hedge  funds  and  private  equity.  Or  co-investments  with  Citigroup  on 
major  ventures  that  are  usually  reserved  for  institutional  investors. 


b:   Non-traditional  sounds  like  another  word  for  high-risk. 

I:    Actually,  it's  quite  the  opposite.  Traditional  investments  tend  to  follow  the  market,  while  alternative  investments  can  provide 
stable  returns  in  different  kinds  of  markets.  By  moving  beyond  traditional  investments,  you're  truly  diversifying  your  portfolio. 

):    What  level  of  diversity  are  we  talking  about  here? 

I:    Global  diversity,  in  a  sense.  We  utilize  all  the  resources  of  Citigroup  —  which  are  immense  —  to  deliver  the  full  spectrum 
of  alternative  investments  to  the  investor. 

j):    How  many  people  are  involved  in  the  process? 

I:    Lots.  But  the  only  person  that  matters  to  the  investor  is  the  private  banker.  The  private  banker  is  privy  to  the  different  types 
of  alternative  investments  available  and  will  determine  which  of  those  makes  the  most  sense  for  a  particular  client. 

):    And  the  relationship  begins. 

.:    Precisely.  Relationships  are  everything.  We  don't  sell  products  to  our  clients.  We  listen  to  them.  We  have  a  dialogue. 
And,  together,  we  arrive  at  the  optimal  solutions  for  their  needs. 

To  have  your  own  dialogue  with  us,  call  1.800.996.2500,  ext.  510 

citigrou|ir 

private  bank 

Ninety  offices  in  fifty-eight  cities  around  the  world. 

The  Citigroup  Private  Bank"  provides  services  and  products  through  various  Citigroup  affiliates.  Not  al!  services  and  products  are  available  at 
all  locations.  For  more  information,  contact  a  private  banker  or  relationship  manager.  ©2001  Citicorp.  All  rights  reserved. 

|  Investment  Products:  Not  FDIC  Insured  •  No  Bank  Guarantee  »  May  Lose  Value] 


I  am  making  a  difference. 

"We're  all  hurt  and  saddened  by  the  terrible  tragedies. 

But  it's  important  to  do  something.  To  help  out.  I'm 
;  to  donate  some  money  because  1  know  it  will  help 
lives.  I  don't  mind  giving  what  I  can  because  it's 
ortant.  This  is  what  I  want  to  do  for  other  people 
o  need  my  help." 


The  American  Red  Cross  is  profoundly  grateful  to  all 
financial  donors  now  and  always.  .We  could  not  save  lives 
without  you. 


Please  call  1-800-HELP  NOW  American 

to  make  your  financial  contribution  to  the  Disaster  Relief  Fund  Red  CfOSS 

for  this  tragedy  and  the  emerging  needs  from  this  event.  SK 


WWW.redCfOSS.org  Together,  we  can  save  a  life 
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Automotive 

^  Acuta 

800-TO-ACURA 

www.acura.com 

1.  Toyota  Motor  North 
America 

www.toyota.com/tomorrow 
Automotive  Technology 

2.  Delphi  Automotive 
Systems 

www.delphiauto.com 
Business  Services 

3.  CORF  Licensing  Services 

800-511-7036 
www.corf.com 

4.  Timken 
800-223-1954 
www.timken.com 

5.  Visteon 
www.visteon.com 

Computer/Technology 

^  Computer  Associates 

www.computerassociates.com 

6.  Fujitsu  PC  Corporation 

1-877-FPCDIRECT 
www.fujitsupc.com 

7.  Hitachi 
www.hitachi.com 

Xerox 

1800  ASK  XEROX  Ext.  369 
www.xerox.com/smile 
Consumer  Products/Services 

Expedia.com 

www.Expedia.com 

8.  Hillsdale  College 
www.hillsdale.edu 

9.  Infiniti  (2001) 
800-706-9923 
www.infiniti.com 

10.  Phillips  Petroleum 
Company 

www.phillips66.com 

11.  Sharp  Electronics  Corp. 

877-78-connect 
www.sharp-usa.com 

12.  Toyota  Motor  Sales  USA 

1-800-GO-TOYOTA 
www.toyota.com 

Financial  Services 

^  American  Century 
Investments 

1-877-44-AMCEN 
www.americancentury.com 

FannieMae 
www.fanniemae.com 

13.  TIAA-CREF 
www.tiaa-cref.org 

Fractional  Aircraft 
Ownership 

14.  Flight  Options,  Inc. 

www.flightoptions.com 


Hotels 

15.  Beverly  Hills  Convention 
&  Visitors  Bureau 

800-345-2210 
www.visitbh.com 

Real  Estate 

16.  The  Remington 

310-474-9300 

www.the-remington.com 

Travel 

17.  Malaysia  Airlines 

www.malaysiaairlines.com 
Business  Classified 

18.  Academic  Resource 
Center 

1-800-951-1203 
www.arrc.org 

19.  Capital  Asset 
Management 
www.assetprotection.com 
1-800-710-0002 

20.  Delaware  Business  Inc. 
www.e-incorporate.com 
1-800-423-2993 

21.  The  Limited  Editions 
Club,  inc. 
1-800-223-0768 

22.  The  Loan  Consultants 
1-800-336-3933 
www.viewTLC.com 

23.  Medical  Hair  Restoration 
1-888-889-7703 
www.medicalhairrestoration.com 

24.  Menieke  Discount 
Mufflers 
1-800-MENIEKE 

25.  Modern  Postcard 
1-800-959-8365 
www.modernpostcard.com 

26.  Nationwide 
1-800-995-0049  ext  7675 

27.  New  York  Affordable 
Home  Ownership  Corp. 
1-800-456-1711 

28.  Pilgrim  Tours 
1-800-322-0788 
www.pilgrimtours.com 

29.  Pro-Pax  Systems 
1-888-776-7291 
www.pro-pax.com 

30.  Publishers  Guild 
1-800-675-6144 

31.  Registered  Agents,  LTD 
1-800-441-5940 
www.lncUSA.com 

32.  Stacy  Robins  Companies 
www.stacyrobins.com 

^  Steven  Sears 
CPA/Attorney 
1-714-544-0622 
www.searsatty.com 

33.  Triton  Industries 
www.tritonindustries.com 


34.  Worldwide  Business 
Consultants 

1-800-733-2191 
Government 

35.  Government  Information 
Office 

www.taipei.org 

36.  TEDA  &  TPFTZ  Work 
Committee  of  CPC 
www.teda.gov.cn 
Destination  Hong  Kong 

37.  Great  Eagle  Hotel 

www.gehotel.com 

38.  Harbour  Plaza  Hong  Kong 
www.harbour-plaza.com/hphk 

39.  Hong  Kong  Tourism  Board 
www.DiscoverHongKong.com 

40.  Hotel  Miramar  Hong  Kong 
www.miramarhk@hmhm- 
group.com 

WorldCom 

41.  WorldCom 

www.worldcom.com 
Visual 

Communications  <>  Work 

i3  Epson 
www.epson.com 

42.  Plus  Corporation 

1-800-289-7587 
www.plus-america.com 

43.  Sony  Electronics 

1-800-472-SOIMY  Ext  CS3 

www.sony.com/displaysystems 

eKnowledge 

•fl  TEDS 
www.TEDS.com 
•/6  SmartForce 

www.smartforce.com 

Automotive  Innovation 

44.  Cadillac 

www.cadillac.com 

45.  Corvette 
www.corvette.com 

46.  Delphi  Automotive 
Systems 

www.delphiauto.com 

47.  Timken 
www.timken.com 

48.  Visteon 

www.visteon.com 
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These  days  it  takes  more  than  spreadsheets, 
business  plans  and  flow  charts  to  be  successful. 
It  takes  a  commitment  to  enhancing  the  quality  of  life 
in  communities  large  and  small,  enriching  educational 
opportunities  for  children,  and  developing  creative 
ways  to  do  business. 


2001 

Business  in  the  Arts 
Award  Winners 

Founders  Award  Johnson  &  Johnson  NewBmnswici 

Leadership  Award  C.  Kendric  Fergeson  Chairman,  National  Bank  of  Commerce,  Alt  us,  OK 

Commitment  Award,  Small  CableRep  Advertising,  Inc.  Oklahoma  City 
Commitment  Award,  Midsize  Cowles  Publishing  Company  spokane.wA 

Commitment  Award,  Large  Prudential  Insurance  Company  of  America  Newari 
Innovation  Award,  Small  Mimi's  American  Bistro  Washington,  DC 


Innovation  Award,  Large  Portland  General  Electric  Portland 
New  Initiative  Award,  Small  MECA  Real  Estate  Services,  LLC  Charlotte,  NC 


These  companies  and  their  executives  did  this  and 
much  more.  And,  their  efforts  yielded  bottom-line  resuj 
plus  a  national  Business  in  the  Arts  Award.  To  learn 
more  about  these  Awards  — given  to  recognize  exempl. 
business  partnerships  with  the  arts  — and  how  you  ano 
your  company  can  develop  alliances  with  the  arts  that 
yield  results,  contact  the  Business  Committee  for  the  / 


Business  Committee  for  the  Arts,  Inc. 

Bringing  business  and  the  arts  together. 

29-27  Queens  Plaza  North,  4th  Floor 
Long  Island  City,  New  York  11101 
T:  718482-9900  F:  718  482-9911 
www.bcainc.org 


BusinessClassified 


Advertiseme 


Ocean  front  Elegance 


No  lorn  promise 


<  'rattsmanship,  taste  amHIWFiliPllS  define  this  magnificent 

22,000  square  foot  oceanfront  home.  Endless  horizons  and 
glittering  sun,  this  is  the  home  one  dreams  of  but  rarely  finds. 

For  your  private  tour,  call  Arlene  Gullo  at 
305-725-5400  or  305-868-8395. 

E-mail:  arlene@stacvrobins.com 


STACY  ROBINS  COMPANIES 

230  Fifth  Street  •  Miami  Beach.  FL  33139 


Business  Opportunities^Business  Opportunities 


$4,500 
PER  CLIENT 


Arrange 

equipment  leases  •  Factoring  •  Business 
loans  of  ALL  types  •  No  experience  needed 

SEE  FOR  YOURSELF! 
Visit  us  at  www.viewTLC.com  where  making 
money  is  as  easy  as  receiving  your  E-mail! 
RECEIVE  A  COLOR  INFO  KIT 
AND  FREE  VIDEO  SEMINAR 
The  Loan  Consultants, 
since  1983 


Offering  affordable  asset  protection 
to  make  clients  lawsuit  proof.  All 
the  local  appointments  you  can 
handle.  Lifetime  residuals.  24-hr. 
recorded  info.  (8001-653-4497 


Buy  Foreclosed  Property. 

Use  OUR  Money.  Split  Big  Profits. 
Complete  Training.  Call  for  Free 
Information  Package. 
800-995-0049  Ext.  7675 


SMALL  ADS  BRING 

BIG 


Call:  Media  Options 

1-800-442-6441 

Forbes  Business  Classified 


PRINT 

otmail 

fuiico  postcards 


Business  Opportunit 


e-incorporate.c 


•Registered  agent  service 
•U.S.  bank  accounts  oper 
•Nominee  director  service 

Delaware  Incorporation  Handba 
Delaware  Business  Incorporators, 

800.423.29C 


create,  print  &  mail  full 
color  postcards  at  a  great 
price!  So  whether  you  need 
500,  a  million,  or  more  — 
starting  at  only  *95,  we  can  t 
be  beat.  Just  send  us  your 
photo,  message,  logo  (or  even 
digital  files)  &£  mailing  list  — 
we  do  the  rest! 

FREE  SAMPLES 

Visit  our  website  or  call  BOW 
ior  your  postcard  kit! 


800-959-8365 

modernpostcafd  .com 


Legally  &  Ethicall 


Own  YOUR  Owl 
OFFSHORE  BAIS 
FREE  Report 
800-733-2191 


WHY  DIDN'T  I  THINK  OF  Tl! 


That's  the  response  we  hear  aftq 
explain  our  unique  and  exc] 
opportunity.  If  you're  looking  q 
simple  business  with  HIGH  INC< 
POTENTIAL  and  absolutely 
downside,  let's  talk.  Insest* 
required. 


Call  1-800-675-614 


INCORPORATE  

Phone  800-441-5940  $H  A 

Online  www.lncUSA.com  1 4  [)P 
FaX  302-421-5753  Ul 


REGISTERED  AGENTS,  LTD. 


OFFSHORE 


for  as 


❖Companies 
❖Banking 

Capital  Asj 

J  Managemel 
(800)710-0002      Free  Brochure 
Visa/MC/Amex  www-assetprotecaoni 


Manufacturing  ServicesM      Vacation  Packa 


Mediterranea 


h 

tt-W 

MOTH 


Custom  Metal  Electronic  Enclosures 

metal  stamping  &  fabrications/chassis 


-  Laser  prototypes  to  hi-volumes 

-  Globally  cost  effective 

-  ISO-9002  &  QS-9000  certified 

-  serve  top  electronic,  automotive.  &  other  industries 

Tricon  industries,  inc. 

▼  wwwtritonindustnes.com 
(773)  384-3700,  ext.  11 


i«nsi 


NINE  DAY  VAC  ATI  0 1 


First  Class  $77 


meals,  hotel,  a.rfare-800.322.07  rf 
www.pilgrimtours.ee 


For  information  and  rates  on  advertising  in  the  next  Forbes  Business 
Classified  Section  contact:  Media  Options  (1-800-442-6441  for  ad  rates 
&  ad  information  only)  Fax:  1-973-694-8371  E-mail:  mediopt@aol.com 


Charge  your  ad.. 


VISA 

Forbes  Subscriber  Service. ..to  order,  change  address  or  other  customer  service,  call  1-800-888-9896 


ft: 


[JW1 


BusinessClassified 


Advertisement 


Capital  Needed 


Opportunities/Franchise 


EARN 


APR 


1*  MORTGAGE  SECURED 


1-800-456-1711 


DON'T  SETTLE  FOR  LESS, 
>ON'T  GAMBLE  FOR  MORE. 


Printing 


Hair  Restoration 


fcustom  Printed  and  Stock 

Index  Tabs 

Pro-Pax  Systems 

-776-7291  'fax: 888  776-7722 

v.pro-pax.com  •  info@propax.com 


The  Natural  Decision 


MEDICAL  HAIR 
RESTORATION" 

MORE  THAN  3D  LOCATIONS  NATIONWIDE 

I  Call  for  a  Free  Video  &  Brochure 

11-888-889-7703 

medicalhatrrestoration.com 


SET  PROTECTION 


pmestic  &  Offshore  Strategies 
Jpanies,  Trusts,  Private  Banking 

Maximum  Privacy  •  Tax  Savings 
late  Planning  •  Global  Investments 


n  Sears,  CPA  •  Attorney  at  Law 

44-0622  •  www.searsatty.com 


Education 


FREE  EVALUATION. 

Accredited  universities  offer  full  credit 
for  life  and  work  experience.  Bachelor's, 
Master's,  and  Ph.D.  degrees  in  most 
fields.  No  residency  requirements. 
Free,  prompt,  and  confidential 
evaluations.  Guaranteed  Student  Loans. 
1-800-951-1203  www.arrc.org 
Fax:  1-707-371-2979 


Your  Escape 

from  the 

Rat  Race 

Use  our  proven  business  system  to  gain 
independence  and  run  a  profitable 
business.  To  put  a  proven  winner  to  work 
for  you,  call  1-800-meineke  (634-6353)  or 
1-704-344-4555. 


email:  franchise.info&meineke.com 
www.meineke.com 


Limited  Editions 


72  Years  of  Rising  Values!  Why  .  .  . 

i.  Quality  works!  Original  Prints.  Best  artists.  Best  writers.  Best 
craftspeople  create  handmade  paper,  handset  type,  handbmding  and 
our  beautiful  books. 

Artists  Writers 

Balthus  Maya  Angelou 

Henri  Carrier-Bresson  John  Ashbery 

Willem  de  Kooning  Samuel  Beckett 

Ellsworth  Kelly  Emily  Bronte 

Jacob  Lawrence  Langston  Hughes 

Robert  Mapplethorpe  Zora  Neale  Hurston 

Robert  Motherwell  Stephane  Mallarme 

Robert  Ryman  Pablo  Neruda 

Betye  Saar  Octavio  Paz 

Sean  Scully  Rainer  Mana  Rilke 

2.  Quantity  works!  We  limit  book  editions  to  300.  Print  portfolios  to 
60.  The  artists  sign  every  print  and  every  book.  Each  is  numbered. 

Memberships  are  $5,000.  To  begin  your  collection  with  individual  books 
from  $2,000  to  10,000  or  print  portfolios  $3,500  to  150,000,  please  call 

The  Limited  Editions  Club,  Inc. 

980  Madison  Ave,  New  York  10021     (212)  737-7600  &  (800)  223-0768 


Charge  your  ad. 


VISA 


For  information  and  rates  on  advertising  in  the  next  Forbes  Business 
Classified  Section  contact:  Media  Options  (1-800-442-6441  for  ad  rates 
&  ad  information  only)  Fax:  1-973-694-8371  E-mail:  mediopt@aoi.com 


THOUGHTS 

On  the  Business  of  Life 


he  best  way  each  one  of  us  can  help  to  avoid  inflation  is  to  cut  down  our  expenditures. 
We  should  not  go  into  debt  avoidably.  Official  curbing  of  buying  on  the  installment  plan 
JSb*.     is  eminently  wise.  None  of  us  should  compete,  except  under  dire  necessity,  for  any  part 
of  the  national  product,  at  this  critical  juncture.  It  is  our  bounden,  patriotic  duty  to  sacrifice  our  own 
petty  requirements.  Take  note  that  heavier  taxes  loom,  heavier  individual  income  taxes,  heavier 
corporation  taxes.  — B.C.  FORBES  (1950) 


Speak  not  of  my  debts  unless  you  mean 
to  pay  them. 

—ENGLISH  PROVERB 


Forgetfulness:  a  gift  of  God  bestowed 
upon  debtors  in  compensation  for  their 
destitution  of  conscience. 

—AMBROSE  BIERCE 


It  is  very  iniquitous  to  make 
me  pay  debts — you  have  no  idea 
of  the  pain  it  gives  one. 

—LORD  BYRON 


Debt  is  the  worst  poverty. 

—THOMAS  FULL 


Words  pay  no  debts. 


-SHAKESPEA 


Interest  works  night  and  day,  in  fair 
weather  and  foul.  It  gnaws  at  a  mans 
substance  with  invisible  teeth. 

—HENRY  WARD  BEECH 


He  is  rich  who  owes  nothing. 

—HUNGARIAN  PROVE1 


A  creditor  is  worse  than  a  slave-owner; 
for  the  master  owns  only  your  person, 
but  a  creditor  owns  your  dignity, 
and  can  command  it. 

—VICTOR  HUGO 


Bankruptcy  is  a  sacred  state, 

a  condition  beyond  conditions, 

as  theologians  might  say,  and  attempts 

to  investigate  it  are  necessarily  obscene, 

like  spiritualism.  One  knows  only  that 

he  has  passed  into  it  and  lives  beyond 

us,  in  a  condition  not  ours. 

— JOHN  UPDIKE 


The  payment  of  debts  is  necessary 
for  social  order.  The  nonpayment 
is  quite  equally  necessary  for  social 
order.  For  centuries  humanity  has 
oscillated,  serenely  unaware,  between 
these  two  contradictory  necessities. 

— SIMONE  WEIL 


You  can't  put  your  Visa  bill  on  your 
American  Express  card. 

—P.J.  O'ROURl 


First  payments  is  what  made  us 
think  we  were  prosperous, 
and  the  other  nineteen  is  what 
showed  us  we  were  broke. 

—WILL  ROGERS 


My  father  taught  me  two  things  about 
bills;  always  query  them  and  never  pay 
till  you  have  no  alternative. 

—MILES  KINGTON 


A  bank  is  a  place  that  will  lend 
you  money  if  you  can  prove  that 
you  don't  need  it. 

—BOB  HOPE 


A  Text... 

Wealth  gotten  by  vanity  shall  be 
diminished:  but  he  that  gatherett 
by  labour  shall  increase. 

—PROVERBS  13: 

Sent  in  by  Paul  Messineo,  Skillman,  N.J.  Wh 
your  favorite  text?  The  Forbes  Book  of  Quo 
tions:  Tfioughts  on  the  Business  of  Life  is  given 
senders  of  Bible  texts  that  are  used. 


More  than  14,000  "Thoughts,"  arranged  alphabetically 
subject,  are  available  in  a  900-page,  one-volu 
deluxe  edition,  The  Forbes  Book  of  Quotations:  Thoughts 
the  Business  of  Life.  The  price  is  $40,  plus  $3.50  shipp 
and  $1  per  item  for  handling  (add  applicable  sales  U 
To  order,  please  call  toll-free,  1-800-876-6556. 
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